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Mirror of the times. 


At Mitsubishi Bank, every technological discovery 
revolutionizing our world of banking will soon be 
revolutionizing your world of business. 
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Samsung. Strong and high-spirited. We provide the 
ultimate user comfort in audio and video equipment, 
«home appliances, and office automation. It takes a real 


electronics heavyweight to make minuscule 2" color TVs, 


90 mm flat VCRs or 200 gram light stereo cassettes. It 
takes commitment. It takes Samsung. 

Our 1,500-member R&D team, supported by a 5% of 
total revenues, is striving for the highest-tech creations. 
Our products are most advanced, compact, and light. 
How light? Delight. 

Samsung s featherweight 8 mm camcorder proves that 
you can have both: Sophisticated technology and user- 
friendly features. It'sthese precious few grams that 
determine whoss to stay on the cutting edge of high 

technology. It's Samsung s motivation to make this 
~ crucial difference that's behind its selection as 
the chief telecommunications supplier for 
the '86 Asian Games and 88 Olympics. 

So, have you got heavy business 
loads lately? Weightly problems on 
your hands? Then turn to us. 
Samsung. Well uplift your spirits. 
And bring delight. 


| SAMSUNG 


Koreas Leader in Electronics 


High Spirits 


Misleading label 


Your 22 May issue contained an artici 
on the restructuring of Rothmans of * 
Mall (Malaysia). As the company's 
visers we were concerned to find th 
some copies of the REVIEW sold in M 
laysia carried a label on the front coves, 
reading Rothmans burns a hole in tl 
NEP. This is not merely an oversimplif 
cation; it is fundamentally incorrec® 
The restructuring of Rothmans in M 
laysia represents compliance with t 
New Economic Policy (NEP) in a ma 
ner which is designed to be fair to a^ 
parties, and has been approved by th 
Malaysian authorities in line with th- 
government's policy on encouragin. 
foreign investment while promoting ing 
creased bumiputra participation in ing 
dustry. SE equity in Rothman 
(Malaysia) will rise to 30% as a result œ 
the restructuring, and it is inaccurate të 
suggest that this represents a departure 
from the aims of the NEP; the reverse i 


true. R. N. Alington Maguire 
Kuala Lumpur Pertanian Baring Sanwa 




















Text and graphics in a wink. Near letter quality when you want it. 
And clever enough to handle an envelope when it’s loaded with 
continuous form paper. Up to 200 characters per second when you're 
in a hurry. The remarkably affordable IBM Proprinter 


may be just the finishing touch you're looking for. H = 


Eye-opener for Sikhs 


Thanks to Brian Cloughley, in A casé 
for vigorous operations in Punjab [THE 
STH COLUMN, 15 May]. for a brillian: 
write-up on the Punjab issue, the best tc 
be seen in a long time. 

This analytical narrative should prove 
to be an eye-opener to many a ‘sym 
pathetic’ Sikh. The same issue of the 
REVIEW contains a letter to the editos 
written by one O. Tara Singh of Serem- 
ban. I hope he reads Cloughley's article. 
Manila Ranjan Saprá 





Although O. Tara Singh [LETTERS, 15 
May] has rightly pointed out that Pun- 
jabi Hindus and Sikhs are of the same 
race and ethnic background, he has 
failed to understand that it is the use of 
religion for political gains in Punjabi 
politics which has caused disharmony 
among brothers and sisters. 

India is not Hindustan. Indian cul- 
ture which started with Hinduism has 
been reformed by great Indians like 
Buddha, Mahavira and Guru Nanak. 
The crisis in Punjab has neither lowered 
my respect for great gurus of Sikhism — 
nor will it prevent me from visiting the 
Gurudwara of Guru Gobind Singh in 
my native state of Maharashtra. 

Port Moresby N. G. Patil 
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Democracy in word 


Being a concerned Dutchman who has 
been deeply involved in Taiwanese mat- 
ters for some time, I find the reaction of 
‘Concerned American’ [LETTERS, 8 
May] to the views expressed by the 
young ‘Concerned Taiwanese’ [LET- 
TERS, 17 Apr.] shocking, to say the least. 


Ultra quiet, but never at a loss for words. Characters a typesetter 
might have engraved. And graphic talents unsurpassed in their 
class. They do it all in style — and at a price far lower than you'd 
expect. The IBM Quietwriter Printers may be 

just the finishing touch you're looking for. 
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First, it would be nice if this anony- 
mous American let his name be known, 
so that an open dialogue could be held. 
»econdly, if he were truly concerned for 

'aiwan's future, he would express his 
soncern about the fact that Taiwan has 
seen under martial law for 37 years, 
making a free and fair discussion of 
^aiwan's future impossible on the is- 
and. Thirdly, he should direct his indig- 
mation at the fact that the elections 
'over only some 5% of the seats in the 
aational assembly and some 15% of the 
eats in the Legislative Yuan. The rest 
Xf the members are leftovers from the 
mainland and are “permanent”: demo- 
"racy in word, but not in deed. 

If one wishes to speak of "selfish 
fanaticism” — as the anonymous Ame- 
rican does — then one should speak of 
‘hat of the ruling geriatric mainlanders, 
who still consider themselves to be the 
rulers of all of China, and who think 
they will one day "recover" the main- 
land. Their short-sighted policies have 
led Taiwan into isolation in the interna- 
tional arena and are the root cause of 
the island's anger and political tensions. 

I admire, and fully support, the 
young Taiwanese's determination to 
work for the cause of freedom and 
democracy in Taiwan. I am sure that 
any American who fully believes in 
"life, liberty, and the pursuit of happi- 
ness" does too. G. van der Wees 


Chief Editor, 


The Hague Taiwan Communique 


Flouting the law 


In reference to your report [REVIEW, 15 
May] about the two Australian jour- 
nalists who were expelled from In- 
donesia: they travelled to Indonesia 
knowing they were breaking an immi- 
gration ruling of the Indonesian Gov- 
ernment and were appropriately re- 
fused entry. Why is it that the media 
continues whipping Indonesia on this 
point? Press freedom is surely not an en- 
titlement to irresponsibly flout the law. 
Gold Coast, Australia David Palmer 


Theft of labour 


While Copyright — pirates of the 
Pacific [24 Apr.] is right to note the 
foreign pressure brought to bear on cer- 
tain Asian governments to change their 
attitude towards the problem of 
copyright piracy, it has overlooked one 
very important aspect of this global 
problem: copyright piracy is “theft” and 
it handicaps and wounds creativity and 
not just creativity of foreign works but 
also Asian creativity. 

It is the theft of the intellectual 
labour of the creators and the theft of 
the business investment of the publish- 
ing houses, record companies, movie 
producers and software companies who 
invest in the creator. The hundreds of 
millions of dollars lost each year to these 
pirates benefit no one except the pi- 
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First Class Mail 





The complete printing system for offices where the emphasis is on 
professional-looking correspondence. Automatic sheet feeder and 
tractor are included, not extra-cost accessories. Speed, quality, 
unparalleled value. The IBM Wheelprinter may 


be just the finishing touch you're looking for. 





The smallest of the bunch. And whisper quiet. Precision inkjets 
paint text and graphics in seven brilliant colours. Presentations 
sparkle with overhead transparencies that tell the whole story at a 
glance. The inexpensive [BM Color Jetprinter 
may be just the finishing touch you're looking for. 


Vous laissez tant d’éclat derrière vous. 


Lumière 
ROCHAS 


PARIS 


























"But some mystique lingers: the game's. 
most tricky ball, the “googly,” is also. 
| known as the “chinaman” though neither - 
| the Middle Kingdom nor its Nanyang . 
Of : progeny have taken kindly to the game. > 
cially The other prince — not mentioned 
copyright owners may lose millions of | make sweeping and exclusive claims | by de Silva — to reach “the pinnacle of 
dollars, the Asian market is not their. | which brought upon them the displea- | the game" besides Ranji and Pataudi 
| 
| 
| 
| 












s to governments. 
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e game's 


à has numerous artistic, literary- 
isic authors in South Korea, | 
Philippines, Thailand, Malay- 
Singapore and Indonesia who, if not | 
or widespread piracy, could be finan- 
secure. Although the Western. 













bread and butter. This market isa bonus | sure of kings, councils, cultural and re- | was Ranji's nephew, Duleepsinhji, “the 
for them. But to the Asian creator, this | ligious interests? Read again the Gospels | very perfect gentle knight" (Robertson 
market is his bread and butter. And un“ | and the Acts of the Apostles in the New | Glasgow), who played for Cambridge, 
less piracy is stamped out, no publishing | Testament. Have you ever sat downand | Sussex and England. I remain, sir, "not 
house, recording or other companies | listened to one of the Nepalese Christian | out.” "m i ILI T 
will invest in his labour and he will not Washington Anand G. Chandavarkar 
benefit from the Asian market or any in- | “Pe a | E 
. ee al enc : "oto i wok ; j : * iU HE 
ternational market. | i Jimmy Yim | With anc ! Don That san old one! 
International Confederation of Societies of | Christian? And, on a personal note, do NNUS | | 
Derek Davies’ TRAVELLER'S TALES 
[27.Mar.] regarding the Rolls Royce 
| drawn up on the side of the motorway 
must have been transmitted by a mes- 
sage in a bottle from Britain. I remember - 
hearing that one in London in the lat 
| 
| 
| 
j 
| 
| 
i 
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Hongkong = = Authors and Composers. | 






Chri g an tradition 3 Singapore Donald S. Cormack 


Certainly there is nothing new under the 







: Leather, willow, mystique 


sun. There is still the fickle mob who dug die | 
with Neville Sarony [ARTS & SOCIETY; 1970s, and reached Singapore (nudge, 


Mervyn de Silva [REVIEW, 1 May] must | nudge Hongkong) soon after. | 

surely have been bowling off the wrong l The additional final lines went some: : 
foot; or else batting on a. sticky wicket, | thing like ". . . the remaining policeman 
| to say that the “The Kiplingesque mys- asked the chauffeur for a lift to the 
tique" was "shattered long ago." Kipling, police station. The chauffeur refused. 
| who sneered at “flannelled fools at the | and drove off, leaving the policeman ot 
wicket” hardly conferred any mystique | the hard shoulder." NF. 
on this elegant game. True, its mystique |. Singapore J. B. Wilson. 


15 May] cry loudly the popular slogans: - 


"We have no king but ceasar." And 
then there is a handful of others who for 
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tral African Republic 
f international call for tenders for the 
ution of the Ouaka Sugar Project. 
7 tede Gestion de. Sucreries. Centrafricaines — 
ustries Management Company) is now launch- 


ompetition, a notice of call for tenders for the sup- 
icultural machines and equipments. 


iNTS 





NATIONAL UNIVERSITY OF SINGAPORE ) 
RESEARCH SCHOLARSHIPS | 


Research ‘Scholarships are available to: outstanding university . 
graduates registered for, or admissable to, master's and doctor's 
degree programmes by research at the National University of 
Singapore. ; aD l 
The Scholarships are tenable for one year in thefirst instance and, 
subject to satisfactory progress, renewable annually for another 
two years. 

The value of each Scholarship ranges from S$800t0 S$1100per 
month (US$1.00 = $2.18 approximately) and is not subject to 
income tax, the actual quantum is determined on the candidate's 
qualifications and experience. No travel or other allowance is 
provided | l 
Research Scholars may be asked to assist in the work of the 
Departments to which they are attached for not more than three 
hours a week. They will be remunerated for the work done, 

The University will help Research Scholars find off-campus 
accommodation. 

Application forms may be obtained from: 








3 dossier comprises: 

Lot No.1 Agricultural tractors 

Lot No.2 Public works equipments 

Lot No.3 Agricultural equipments for working the soil and tending 
the crops l l 


Lot No.4 Transport equipments — interchangeable trucks system 
Lot No. 5 Light vehicles 


As these various equipments are being financed by the Saudian Deve- 
lopment Fund, the suppliers will not be boycotted by the Arab League or 
Saudi Arabian Kingdom Laws in Force. 

The cali for tenders dossiers will be available as from 19th June 1986 and 
will be sent registered, when so requested, by SOGESCA against remit- 
tance of a sum of 200,000 CFA Francs, or can as from that date be with- 
drawn, against payment of a sum of 150,000 CFA Francs, at one of the 


n e: NUS Overseas Office 
SOGESCA UNIVERSITY Dur Swi 
S/C Monsieur le President de la Commission Nationale z SNC ty i id ses 
de Realisation du Projet Sucrier de la Quaka (RCA) Singapore 0511 National University of Singapore 





Avenue du President David Dacko BP 1370 Republic of Singapore North America Office 


Bangui RCA 780 Third Avenue, Suite 240: 
Telex 5329 RC — 5217 RC — 5297 RC New York, NY 10017 

! ! i A 
AGROTECHNIP am 


in your request for application forms, please state — 

a) the field of research you intend to undertake; and 

b) your highest educational qualification. - 

Applications must be received by THE REGISTRAR, | i 
NATIONAL UNIVERSITY OF SINGAPORE by 30 August 1986 


170 Place Henri Regnault 
92400 Courbevoie (France) 
Phone: (1) 47.78.21.21 
Telex: A 62839 F 


The deadline for the: 





ng of tenders is fixed at 9th August 1986. 


ate SS Se d TNR) 
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SERVICE 800 


"^... I've lost my travellers cheques 
and taken the wrong flight" 


e [raveller cheque companies offer their € SERVICE 800 makes toll-free dialling avail- 


customers the reassurance of toll-free able to your customers wherever they are. 
telephone calls for immediate assis- @ And it gives you the competitive edge in 
tance. global markets. 

SERVICE 800 


The first and only, world-wide, toll-free, telephone service. 


Amsterdam 47 2098 e Bahrain 23 4241 e Berlin (West) 2618013 e Brussels 218 8343 e Copenhagen 0430 0008 
e Dublin 726175 e Frankfurt 29 2800 e Geneva 2817 77 e Hamburg 442518 e Helsinki 603268 e Hong Kong 28 38 76 
e Lisbon 88 3088 e London 62837 5l e Luxembourg 484558 e Madrid 4026131 e Milan 3452369 e Munich 129 4216 
e New York 286 09 44 e Oslo 416115 e Paris 6079 0800 e Singapore 338 08 00 e Stockholm 2177 27 e Stuttgart 220313 
e Vienna 541186 e Zurich 3020812 
For information dial the nearest number listed in this advertisement. Your call will be transferred free of charge to our 
Worldwide Headquarters in Nyon or send your business card to: 
SERVICE 800 SA, Rue de la Moráche 14, 1260 NYON (Switzerland), Tel.: 4- 41 22/631235, Telex: 419 906 arp ch 
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ruling LDP 
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elections, ap 
meddling at the polls. 


Page 14 i 
A breakaway group from Sarawak's 
ruling party may weaken the Malay- 
Melanau hold on power, but it is un- 
likely to lead to another 'Sabah' with 
non-Muslim aded coming to the 
fore. 


Page 16 
President Aquino draws | her Constitu- | 
tional Commission from a broad band 
of the political si ‘um, but its prob- 






lems are also wide — from how and- 


when to stage elections to the US 
bases issue. v 


Page 28 

The Singapore Law Society takes an 
unusual stand against proposed gov- 
ernment legislation on the foreign 
press. 

Page 30 

The horrific flaming death of a South 
Korean student dramatises the new 
radicalisation of the protest move- 
ment against President Chun. 


The lobbying efforts in Washington of 
many Asian countries are coming 
‘under fire as the US capital's influ- 
ence-peddling industry is. scrutinised: 
-by congress and the media. 


| major property markets are still caught up in a | 
ycle of boom and bust. While Hongkong, whichis now | Ta 
he financial aftershocks of its spectacular property | but. 
1982, is on the road to recovery, the Singapore 
s on the way down and has not yet hit bottom. De- 
are still putting up buildings that no one wants as 
ernment looks for ways to stimulate demand. 
financial heartland is struggling to find enough 
o accommodate the influx of foreign companies 
to set up shop, while Bombay simply does not 
nough modern buildings to house the businesses at- 
c liberalisation — which has not yet reached into the | 
aws. In their annual look at Asia's property scene, 
ound the region examine what is happening in 
ntial and hotel markets. Pages 58-76. 





Page 42 


blacklash edges Punjab closer to an 
Ulster-style stalemate. 


no 





Page 44 . 
Colombo's military offensive against 
Tamil militants in Jaffna slows, as vio- 
lence erupts again in the eastern re- 
gion. 


Pages 56-57 
China's amazing spurt of growth set 
off by Deng Xiaoping's sweeping eco- 
nomic. reforms seems to be over, as 
industrial output in the first quarter of 
1986 sags and economists cut back 
¿their full-year growth forecasts. 


Page 86 

Manila assures its lenders that it will 
not renege on repayment of US$1 bil- 
lion of loans for its moth-balled nu- 
‘clear power plant, but it is still looking 
for ways to ease the financial burden. 


Page 86 

There is growing confusion over who 
stands to gain from the sale of the 
controlling block of shares in the 
Philippines' San Miguel Corp., with 
suggestions that former president 
Ferdinand Marcos may have an indi- 
rect stake. 


88 
New Zealand slashes its budget de- 
ficit by turning many. of its business 
undertakings into corporations and 
making them. find their own funds 
Ahreugh: commercial borrowing. 


I 
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More Sikh violence and a Hindu | ? 


REGION AL AFFAIRS 


"Japan: Standing tall again . 
Thailand: Pre-emptive. strike - 
Malaysia: Below the surface 





Pakistan: A lull in the storm 
Australia: Boat-loads of problems 
Singapore: The press and the law 
Papua New Guinea: Wingti makes a move 
South Korea: The ultimate protest 
The man on the couch 
United States: 'Foreign agents, beware 
À registry of power brokers 
Taiwan: Probing the hijack .... 
China: University rumpus -~ 
India: Punjab violence grows 
No more right to know 
Sri Lanka: For our eyes only 






















E ARTS & SOCIETY 
Education: Obsessed with exams whatever 
‘the price 











Korea's ‘peasants’ 


CENS TNS 


"Economies: China off the boil - 
Disconnected panic button 
Cover story: lil wind blows south 


Big, biggest, busted in Singapore 
Building on a glutin Singapore 


in Tokyo you must queue for an office 
in Tokyo the rent fits the pocket size 


, Ready for a rate rise in Sydney 
Bombay works to its own set of rules 
Taipei looks to recovery 
Supply-side defiance in Seoul 
Awaiting the 21st century in Kuala 
; Lumpur 


Industries: On the export road again in South 
orea 
Companies: More beer and skittles in 
Manila 
Finance: To pay, or not to pay in 
Washington 
The profit motive i in Wellington 
















REGULAR FEATURES 

Letters 

Briefing 

intelligence 

The Week 

ee s Tales 

Books . 

Shroff 

The 5th Column 

Company Results - 
, Economic Monitor: South Korea 

Exchange Rates 

Stockmarkets _ 

Prices and Trends 


ina Letter: Ursa 


Philippines: Cory's basic-law makers nmm 





Leadership: Patriarch and deity for North 


Finally Hongkong gets back to business ____ 
Not enough room in Hongkong's inns. 


Prime space filling up fast in Australia 


Still tod'many hotel rooms in Thailand —___ 
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One country, two systems 

policy for Macau 

China's policy towards Por- 
tuguese-administered Macau 
will be to resume sovereignty 
over the territory — at a date to 
be determined during negotia- 
tions between Lisbon and Pe- 
king, which are to begin in June 
— but to preserve its social sys- 
tem and continue to foster its 
economic development. These 
points were made in an article 
published in the 26 May issue 
of Outlook Weekly, a Chinese 
Communist Party organ that 
sets out policy on major issues. 

The magazine said China 
would use the "one country, 
two systems" concept applied 
in the case of Hongkong to deal 
with the Macau situation but 
would adopt policies to meet 
Macau's special circumstances. 
Because of a long-standing 
understanding between China 
and Portugal that Macau is 
Chinese territory under Por- 
tuguese administration, the 
Macau question would be com- 
paratively easier to resolve 
than that of Hongkong, Out- 
look said. 

The article was published 
on the eve of the arrival of 
newly appointed Macau Gov- 
ernor Joaquim Pinto Machado, 
who took up his new post on 28 
May. — Emily Lau 


Singapore court probe 
gets TV coverage 
A Singapore High Court in- 
quiry into the causes of the col- 
lapse in March of the New 
.World Hotel is being televised 
— the first time that court pro- 
ceedings have been open to 
TV cameras. The court's four- 
man commission, which began 
its hearings on 28 May, is 
headed by Justice L. P. Thean 
and contains two academics 
and a professional engineer. 

Thirty-three people were 
killed in the disaster and 17 
others were saved in a week- 
long rescue operation. 

. — Nigel Holloway 


Opposition leader 
threatens to resign 

Lee. Min Woo has threatened 
to resign from the presidency 
of the main opposition New 
Korea Democratic Party 
(NKDP) unless President 
Chun Doo Hwan agrees to re- 
write the constitution within 
the year soit provides for direct 
presidential elections. 


10 


s 


If Lee did resign it would 
open the way for hardline dissi- 
dent leader Kim Young Sam to 
take over the NKDP presi- 
dency. This in turn could result 
in the party adopting a tougher 
stance at its extraordinary na- 
tional convention in the spring 


of 1987. — Shim Jae Hoon 
Pakistan speaker 
loses office 


The speaker of the Pakistan 
National Assembly  Fakhar 
Imam, was voted out of office 
by a vote of 152-72 at a special 
assembly session in Islamabad 
on 26 May. Several members of 
the majority Pakistan Muslim 
League (PML), who had 


signed a no-confidence motion 
against him, accused him of 
bias in favour of the minority 





independent members of the 
assembly. 

The motion was precipi- 
tated by Imam's decision to act 
on an opposition complaint that 
Prime Minister Mohammad 
Khan Junejo and other assem- 
bly members of the PML had 
violated the constitution by 
joining the party before it was 
registered, and after they had 
been elected. Imam said he had 
only upheld the rule of law. 

— Rodney Tasker 


South Korea plans to 
set a minimum wage 
South Korea hopes to intro- 
duce its first minimum-wage 
system in July 1987, beginning 
with the manufacturing sec- 
tor. Manufacturers employing 
more than five workers will be 
obligated to pay a minimum- 
wage scale decided by a com- 
mission of workers, employers 
and public-interest groups. A 
new labour-legislation bill to 
this effect will be submitted to 
the national assembly later this 
year, according to the ruling 
Democratic Justice Party. 

— Shim Jae Hoon 


Swire wins Hongkong 

site at auction 

One of Hongkong's last few 
undeveloped areas near the 
Central business district, Vic- 
toria Barracks site two, was 
sold at auction on 27 May for 
HK$1.005 billion (US$128.8 
million) to Swire Properties, 
the property-development arm 
of Swire Pacific. The price for 
the 16,150 m? site was within 
the lower range of market ex- 
pectations, confirming the rela- 
tive firmness of the Hongkong 
property market (page 60), and 
at HK$62,229/m2, it was lower 
than the HK$65,762/m2 price 
paid by Swire Properties for a 
smaller, adjacent site last year. 
The immediate reaction on the 
local stockmarket was cool, 
with the Hang Seng Index 
down about 39 points on the 
following day to 1,777.47. 
Swire Properties has indicated 
that the development will have 
a mixture of retail outlets, of- 
fices, apartments and possibly 
a hotel. — Elizabeth Cheng 


Australian firm Ea 
listing on the SES 
FAI Insurances has become 
the first Australian company to 
obtain a secondary listing on 
the Stock Exchange of Singa- 
pore (SES). The firm's chair- 
man, L. J. Adler, said FAI, 
with a market capitalisation of 
A$800 million (US$575.5 mil- 
lion), has no plans to carry out 
insurance business in the city- 
state, but wanted to make its 
name better known to invest- 
ors in Southeast Asia. 

— Nigel Holloway 


BMF extradition case 
opens in London 

The case for the extradition to 
Hongkong of Lorrain Esme 
Osman and Mohamed Hashim 
Shamsudin opened in London, 
with Clive Nicholls Q. C., for 
the Hongkong Government, 
alleging: “This is a case of fraud 
and corruption on a massive 
scale." He said there was a 
schedule of 85 charges against 
the two former directors of 
Bank Bumiputra Malaysia 
(BBM) and Bumiputra Malay- 
sia Finance (BMF). He alleged 
that releases of bank funds 
amounted to the equivalent of 
US$800 million, and were 
“contrary not only to all nor- 
mal and accepted banking rules 
and practice but also the estab- 
lished rules within BMF and 
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BBM.” He referred to BBM as 
“the ultimate victim of the 
fraud.” Nicholls said the re- 
leases of money amounted 

“fraud and theft on an unpaeal- 
leled scale” — an allegation, 
backed by “vast corrupt pay- 


ments flowing back to the fugi- 
tives.” — James Bartholomew 


Thailand, EEC sign 
new tapioca pact 


Thailand has signed a new, 


four-year voluntary export re- 
straint agreement with the 
EEC which will permit 21 mil- 
lion tonnes of Thai tapioca 
shipments during calendar 
years 1987-90 — up 2 million 
tonnes from the current four- 
year pact which ends this year. 
But the 23 May agreement 
failed. to end a domestic con- 
troversy. The Thai delegation 
was under cabinet instruc- 
tions to win acceptance of two 
points: first, that the EEC ac- 
cepts: Thailand's position as 
“principal supplier" (so that 
the country could receive pro- 
tection under Gatt); secondly, 
that Thai pellets are not made 
from. flour (which would be 
subject to higher tariffs). These 
were to amend an earlier 
memo initialled in December. 
But the new protocol is basic- 
ally the same as the memo. 

— Paisal Sricharatchanya 


Stalemate continues in 

the battle for BHP 

Robert Holmes à Court's Bell 
Resources raised its stake in 
Broken Hill Proprietary Co. 
(BHP) in shares and entitle- 
ments to 28.8% in its latest bid 
(which closed on 27 May) from 
18.9% previously. But Bell is 
still short of control, and 
Holmes à Court remains coun- 
terbalanced by Elders IXL and 
other friends of the defending 
BHP board. However, Bell ap- 
pears able to hold the stake 
without financial strain and is 
likely to make another bid once 
an expected fall in the BHP 
share price occurs. A late at- 
tempt by New Zealand-based 
Equiticorp Tasman to grab the 
“balance of power" between 
Bell and Elders by buying 5% 
of BHP on the market ended in 
controversy. 

The National Companies 
and Securities Commission 
ruled it "unacceptable" be- 
cause of alleged associations 
with Elders, including shared 
football-club membership with 
Elders chairman John Elliott. 
Both Elders and Equiticorp 
have denied any collusion. 

— Hamish McDonald 
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TELPING HAND 


Jovernment-controlled Malaysia 
(ning Corp. (MMC) i Is to acquire a 

ficant stake in the struggling 
"nariné and civil contracting giant, 
iPromet. The size of MMC's new 
shareholding is expected to be at least 
575 , enabling Promet to regain its 
referential bumiputra status, which 
t lost earlier this year when former 
irectors Tan Sri [brahim Mohamed 
nd Datuk Abdullah Mohamed 
*esigned and sold their stakes in the 
icompany. Both Promet and MMC 
Enough: heavily into the red last year, 

hough MMC suffered worse in terms 
sof turnover due to the apes of the 
tin market. 


BANK BALANCING. 

The Royal Bank of Canada i is 
suspending its operations in Thailand 
after eight years as part of the bank's 
strategy of consolidating, activities 
worldwide which will involve the 
closure of other offices. elsewhere. 
During its first four years in - 
Bangkok, the bank had'a stake in 
Cathay Trust, before opening its own 
branch office. 


FLYING TOGETHER 


India has decided to mei gé its 
state-owned airlines in stages over 
the next five years. Under the first 
stage the iba facili ties of 
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CHINA 


A Hongkong 1 man was ent by firing 
squad in Canton. for robbing two other 
Hongkong residents of more than US$7,000, 
according to the China News Service. About 
400 Chinese students besieged 25 foreigners 
and three Chinese women at Tianjin Univer- 
sity for five hours after the students said 
seven of them had been assaulted (24 May). 
Officials accused two African students of 
sparking the incident at Tom University 
(27 May). i 


INDIA 

_ Four Sikhs accused of conspiring to mur- 
der Prime Minister Rajiv Gandhi during a 
visit to Britain last October were freed at the 
end of a four-day hearing in Britain when the 
prosecution offered no further evidence (22 
May). Eight Sikhs-were stabbed in Amritsar 


and Hindu youths briefly ran riot in the city - 
nst Sik eet violence | 


in n retaliation ag 








ae CE tied at 
Up to 600 ite were feared to Have 
been killed when a ferry sank during a storm | 
in southern sas dana ones said. d 





Air-India, the international carrier, 
and Indian Airlines, the domestic 
carrier, will be amalgamated. This 
will be followed by the merger of 
their aircraft into one fleet and finally 
their staff will be brought into a single 
organisation. Vayudoot, the small 
feeder airline, will also be swallowed 
up in the merger. 


DOWN UNDER REFUGE 


Former 
Philippine 
president 
Ferdinand 
Marcos is 
considering the 
Cook Islands, a 
self-governing — 
dependency of 
New Zealand, as 
an alternative 
refuge to the US. 
Wellington sources say two 
foreigners, thought to be Americans, 
and three Filipinos representing 
Marcos, were booked to pass through 
Auckland on 12 May on their way out 


of Rarotonga, where they met 


officials and businessmen. The visit 
nonetheless has deeply worried 
Wellington, which has responsibility 
for the Cook Islands' foreign 


relations. The visit is doubly 


awkward for New Zealand Prime 


Minister David PS who prides 


tonomy of Gurkha regions in West Bengal, 
the Press Trust of India said (26 M 


l PAKISTAN 


Thenational assembly ousted its indeperi- 


4 dent speaker Fakhar Imam (27 May). 


PHILIPPINES 

The Supreme Court pc’ the pro- 
visional. government of President Corazon 
Aquino legitimate because the propie have 
accepted it (23 May). A daughter of Fer- 
dinand Marcos was found in contempt of 
court for refusing to testify before a grand 
jury in Alexandria, Virginia, investigating 


American military contracts to the Philip- 


pines, according to US Government sources. 


Australian Prime Minister Bob Hawke ar- 


rived on an official visit (24 May). 


SINGAPORE 

The Law Society of Singapore attacked a 
bill which would restrict sales of foreign pub- 
lications in Singapore if they were regarded 
as interfering in local politics (27 May). 


SOUTH KOREA 


Police using tear gas overpowered stu- 


isl dents who had briefly occupied the US Cul- 


il Centre buildi 


at protesters campaigning for au- 


| President Corazon Aquino after 
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government to meet Philippine 


Marcos was toppled. 


RETIREMENT PERK? 


Officials in Washington are privately 
expressing disappointment over the - 
recent visit to the US of Gen. Yang | 
Dezhi, chief of staff of China's 
People's Liberation Army. Yang's 
health was a constant source of 
concern to his hosts and he had to > 
cancel several personal appearances. 
US officials are also disturbed by the Ț 
fact that most senior Chinese officials 
who visit the US do so shortly before 
retiring. | 


AUSSIE-SAN 


Career diplomat Geoff Miller will be 
Australia's next ambassador to 
Japan, replacing Sir Neil Currie. 
Formerly ambassador in Seoul, 
Miller is currently the second- -ranking | 
Official in the Department of Foreign 
Affairs. One person probably not 
sorry to see him away from Australia 
for a while might be Foreign Affairs 
Minister Bill Hayden, as Miller is 
understood to have been the 
strongest moderating voice in the 
department on a tough line towards 
Indonesia in the wake of the Sydnev 
Morning Herald incident — though 
his new job was already arranged. 


sident leader Rev. Moon Ik Hwan, arrested 
for inciting students to violent anti- -govern- 
ment protests, started a hunger strike in his: 
cell, his wife said (24 May). A student died 
from burns suffered when he set himself 
ablaze in an anti-government protest a: 
month ago (26 May). About 500 students. 
and riot police battled each other at the. 
Methodist Yonsei University in Seoul 
(27 May). : 


SRI LANKA 

Tamil separatist guerillas killed nine civi- 
lians and three soldiers in a raid in Eastern 
Province, a government spokesman said (21. 
May). Tamil insurgents massacred 20. 
Sinhalese villagers including 10 children in 
eastern Trincomalee district (25 May). 


TAIWAN 












ce 





cargo jet which was s diveried to qon E its 
ilot arrived back in Taiwan with the aircraft: 
P> 3 May). CAL i$ to charge the pilot, Wang 
Hsi-chuen, for hijacking the jet. it was re- 
ported (24 May). ; 3 


THAILAND | | 
Prime Timer Prem Tinsulanond dis 
d omm: Gen. t 

















D Y E d " m 


- i P Á Z am o 


REGIONAL AFFAIRS 











Nakasone reasserts his control over the ruling LDP 





By Charles Smith in Tokyo 


A a two-week period following the 
Tokyo summit of industrialised 
countries, during which Prime Minister 
Yasuhiro Nakasone's control over his 
party and even his standing with the 
electorate appeared to be in consider- 
able doubt, Nakasone made a trium- 
phant comeback at the end of May when 
he succeeded in forcing through a long- 
cherished plan to stage a double elec- 
tion this summer to the upper and lower 
houses of parliament. 

The double-election plan, widely 
seen as part of Nakasone's strategy for 
seeking a third term as president of the 
ruling Liberal Democratic Party (LDP), 
following the expiry of his second term 
in October, had become a bone of con- 
tention within the LDP. It also ap- 
peared to be a dubious proposition in 
terms of electoral law, given the difficul- 
ties of reconciling the proposed election 
date with requirements for a 30-day 
waiting period following the adoption of 
a bill for the reallocation of seats be- 
tween rural and urban constituencies in 
the lower house. 

Nakasone, however, was able to 
"settle" both these problems at a meet- 
ing of top party officials on 26 May, 
where it was decided to convene a spe- 
cial session of parliament exclusively for 
the purpose of dissolving the house in 
preparation for a general election on 6 
July. 

By deciding at the 26 May meeting to 
summon parliament into an extra- 
ordinary session on 2 June as the pre- 


lude to an immediate dissolution, the 


government in effect used a loophole in 
the Public Offices Election Law in order 
to circumvent legal provisions that 
would otherwise have made it impossi- 
ble for elections to the upper and lower 
houses of parliament to be held on the 
same day. More important, the prime 
minister — with the able support of 
LDP Secretary-General Shin Kanem- 
aru — appears to have been able to 
soothe suspicions inside the party about 
his intentions, which were very much in 
evidence when the double-election issue 
first surfaced earlier this year. 

By the time the five main LDP office 
holders assembled on the morning of 26 
May to reach a final decision on the 
question of whether or not to convene the 
special session of parliament on 2 June, 
only one of the five, LDP executive 
council chairman Kiichi Miyazawa, still 
appear to be determined to oppose 

akasone’s election strategy. 
Miyazawa eventually withdrew his 
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Standing tall again 


opposition on the afternoon of the same 
day on the grounds that party unity 
would have been damaged by continued 
opposition. Before he did so, however, 
a technical manoeuvre by Nakasone 
and his supporters had made it certain 


.that a special session of parliament 


would be convened even if the party 
leaders failed to agree. 

A petition, signed by more than a 
quarter of the members of the upper 
house, asking the government to con- 
vene a special parliamentary session 
had been submitted to the cabinet at the 
weekend, presumably at the behest of 


9 





Nakasone: party manoeuvres. 


Nakasone himself, though nominally as 
a spontaneous gesture. On the strength 
of this, the government would have 
been constitutionally obliged to sum- 
mon parliament with or without the ap- 
proval of the cabinet or the top leader- 
ship of the party. 


Tu party's decision to back Naka- 
sone's double-election plan, though 
in doubt until almost the last moment, 
has to be seen as a testimonial to the 
negotiating talents of Kanemaru, who 
prepared the ground for the final cru- 
cial session of top leaders on 26 May. 
However, the decision to sanction a 
plan that could conceivably lengthen 
the life expectation of the Nakasone 
cabinet may turn out to have been less 


some of the 
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important than a related decision taken 
at the 26 May meeting on the seemingly 





.unglamorous subject of economic po- 


licy. 

In reply to claims by Miyazawa that 
the government would be unwise to 
fight an election campaign at a time of 
"serious economic unrest" — a phrase 
used to describe the negative effects of 
yen revaluation on Japanese industry — 


‘Nakasone countered by, in effect, an- 


nouncing a new economic-policy line 
that will stress reflation to a far greater 
extent than before, while undermining 
government's most 
cherished commitments to fiscal 
austerity. 

The centrepiece of the new 
policy as announced at the 
26 May meeting will be the draft- 
ing of a large supplementary 
budget — possibly amounting to 
¥3 trillion (US$17.7 billion) — 
that would enable the govern- 
ment to maintain a high level of 

ublic-works spending in the 
second half of fiscal year 1986 in- 
stead of cutting back sharply, as 
would have been necessary if 
spending had been determined 
by the figures in the original 
1986 budget. In order to finance 
additional public-works spend- 
ing, the government would 
probably have to increase its 
flotation of construction bonds 
well above currently planned 
levels, Nakasone indicated. But 
this in itself appears less remark- 
able than the procedures to be 
followed in drafting the new 
policies. 

Instead of allowing Finance 
Ministry bureaucrats to produce 
a budget outline that would then be 
commented on by the party, Nakasone 
proposed that the LDP itself should 
"take the initiative." Part of the point of 
doing so would be to save time by short 
circuiting the decision-making process, 
but Nakasone also made clear his hope 
that economic policy could be con- 
verted into a *main plank" in the LDP's 
platform for fighting the election. The 
actual work of policy-drafting, he 
suggested, should be done by a group of 
top party officials working under the 
chairmanship of Masayuki Fujio, the 
head of the party's policy research coun- 
cil. 

By espousing the cause of fiscal refla- 
tion in place of the *administrative re- 
form" ideology which he pursued during 
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athe first three-and-a-half years of this 
rm of office, Nakasone would seem, 
n the face of it, to have thrown down a 
Challenge to two of the most powerful 
organisations in Japan — the Keidan- 
ren, or Federation of Economic Organi- 
Wations which, in effect, is the club of Ja- 
pamwe big business, and the Finance 
Ministry. However, it would be surpris- 
ing if the LDP were to embark on a trial 
‘of strength with either of these bodies 
without careful thought, at least on the 
question of timing. 

Nakasone’s challenge to the estab- 
lished big-business viewpoint on fiscal 
policy happens to coincide with a 
change of the top leadership at the 
Keidanren that replaces a confirmed 
supporter of fiscal retrenchment, outgo- 
ing president Yoshihiro Inayama, witha 
successor, former Nippon Steel presi- 
dent Eishiro Saito, who is at least margi- 
nally more growth minded. 


he annual “changing of the guard" 

among top bureacrats at the Finance 
Ministry is not due until later this sum- 
mer and might not in any case do much 
to alter the ministry's basic orientation 
towards fiscal austerity. But in risking a 
showdown with Japan's most powerful 
ministry, Nakasone must at least have 
known that he would be able to count on 
some forbearance from the ministry's 
political leadership. 

The current finance minister, Nob- 
oru Takeshita, is one of the LDP leaders 
who expects to gain most, after 
Nakasone himself, from an election vic- 
tory this summer and accordingly seems 
very unlikely to try to veto any shift in 
budgetary policy. Any such action on 
Takeshita's part could well weaken his 
status as one of Nakasone's “proteges” 
among the LDP's so called “new lead- 
ers." But this is not to say that Nakasone 
can force through any changes in econo- 
mic policy he may happen to favour 
‘without consulting his colleagues. 

On the day after the 26 May meeting 
there were signs of friction between the 
LDP and the Finance Ministry over the 
size — if not the principle — of the gov- 
ernment's planned reflation. As a result 
of this, actual policy could still represent 
the results of a tug of war between 
politicians and bureaucrats. 

The snag about Nakasone's change 
of approach on both economic policy 
and the timing of a general election is 
that the public — as well as bureaucrats 
and businessmen — could be alienated 
by what seems certain to be seen as a 
piece of "typical" Nakasone oppor- 
tunism. But the risk that the LDP might 
lose support in the short term as result 
of such reactions may well be offset by 
‘Nakasone’s well-known skill in recoup- 
ing public support, once the campaign 
itself is under way. This appears to be 
the basis on which Nakasone decided to 
launch a gamble that could well deter- 
mine the pattern of his remaining career 


as party leader. oO 
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Pre-emptive strike 


Prem fires Arthit to stop army meddling in election 


By John McBeth in Bangkok 


Acie two months to the day before 
the scheduled 27 July general elec- 
tion, Prime Minister and Defence 
Minister Prem Tinsulanond dismissed 
Gen. Arthit Kamlang-ek as army com- 
mander and replaced him with trusted 
chief of staff Gen. Chaovalit 
Yongchaiyut in an unprecedented move 
that appeared designed to head off be- 
hind-the-scenes manoeuvring within 
the military. Arthit will stay on in the 
largely ceremonial and: powerless post 
of supreme commander for his remain- 
ing three months in service. 

Also removed in the terse early 
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Chaovalit: ‘a true democratic soldier,’ 


morning announcement was deputy 
army commander Gen. Chuthai Sa- 
waengthaveep, an  Arthit military 
academy classmate who was moved to 
the backwater post of inspector-general 
of the armed forces. 

Chuthai’s leadership of a pressure 
campaign to win a second year-long ex- 
tension of Arthit’s service backfired and 
triggered Prem’s clearly angry decision 
on 24 March to retire Arthit on 1 Sep- 
je id a day after his 61st birth- 

ay. 

Although he also appeared to be a 
prime mover behind the extension 
issue, soon-to-retire assistant army 
commander Gen. Akkaphol Somroop 
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was ag gerry acting deputy command- 
er in Chuthai’s place. 

Chaovalit’s duties will be taken over 
by deputy chief-of-staff Lieut-Gen. 
Wanchai Ruangtrakun, 53, opening the 
way for the eventual promotion of 
Lieut-Gen. Suchinda Kraprayoon, one 
of four assistant chiefs-of-staff and the 
leader of Class 5 graduates from 
Chulachomkhlao Military Academy who 
form the crucial power base for Prem 
and Chaovalit. 

Most political analysts felt Arthit’s 
removal probably boosted Prem’s 
chances of serving a further term 
as prime minister, given the plethora 
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of parties and predictions that a . 


multi-partner coalition may now be 
the only possible outcome of the elec- 
tions. 

It also left the outgoing commander 


with some tough decisions to make © 
about his own political future: whether - 


to stay on in the military as he says he 
will, or whether to resign and seek a 


comeback through the vagaries of the - 


ballot box and party politics. 


The latest development came as a — 


climax to a flood of rumours linking Ar- 


thit and disgruntled big-business in- . 


terests to the collapse of Prem's four- 
party coalition on 1 May when dozens of 
government MPs crossed the floor to 
vote against ratification of a seemingly 
insignificant royal decree on vehicle 


registration. Although no reason was | 


immediately given for Arthit's removal, 
it seemed an open acknowledgment that 


the ambitious general had been stirring © 


the political waters. 

Well-placed sources say Arthit's di- 
rective to his subordinates to vote fer 
parties which supported the military es- 
tablishment, evidence of soldiers usin 


their muscle in provincial areas, and ef- | 
forts to woo non-commissioned officers’ — 


groups and to get soldiers in the coun- 
tryside to change their place of domicile 
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on the electoral roll from their homes to | 
their military units to facilitate block | . 


voting, were among the reasons for — 


Prem acting as he did. 

Particular attention was also paid to 
recent orders removing Bangkok-based 
Ist Cavalry Regiment commander Col 
Prapat Visutphichaiphan, 


Boontap — neither of which requir- 
ed Defence Ministry approval. Pra- 
pats transfer was significant be- 


cause of his affiliation with Maj.-Gen. |. 
Mongkol Ampornpisit, one of Prem’s - 


closest aides, and raised suspicions 


who had | 
been in the position only eight months, 
and also Nakhon Ratchasima-based | 
23rd Regiment commander Col Raewat 
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that piecemeal efforts were under way 
to undermine the prime minister's 
power base. 

Government spokesman Trairong 
Suwannakhiri, who has figured in sev- 
eral angry exchanges with  Arthit 
loyalists, probably came as close to the 
bone as anyone. Describing Chaovalit 
as a true democratic soldier, he point- 
edly said his appointment meant that 
the coming elections would be clean and 
soldiers could be confident of cast- 
ing their votes freely — a broad hint of 
the concern felt in government circles 
that the same collusion of interests 
that brought down the Prem coalition 
would be used to influence the July 
voting. 

Trairong, a Democrat Party candi- 
date in Prem's home province of 
Songkhla, also addressed himself indi- 
rectly to the rumoured misuse of army 
secret funds in connection with recent 
political events. Choosing his words 
carefully, he declared: *I believe Gen. 
Chaovalit will faithfully manage the 
secret fund for national security . . . I 


MALAYSIA 
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believe Gen. Chaovalit will not lead 
the army into politics for self-inter- 
CS ic. 

Pressed by reporters, Trairong said 
he did not know how the secret fund 
was spent in the past, though it is gen- 
erally known to be earmarked for 
covert intelligence activities. And in a 
later comment, in which he employed 
language not used by any questioner, 
he said: “I don’t know what furtive ac- 
tivities the old army chief was involved 
in.” 


JA significant pointer to the sort of 
tensions that have been building 
over the past few months was the fact 
that Prem found it necessary to leave 
Bangkok and to fly to 2nd Army Region 
headquarters in the Central Plains city 
of Nakhon Ratchasima on the eve of the 
announcement. Flanked by army 
motorcyle outriders and with two 
helicopter gunships on standby, he 
drove in a bullet-proof Cadillac from his 
official Bangkok residence to Don 
Muang airbase where he and 21 aides 


Below the surface 


Split in PBB reveals tension between Taib and his uncle 


By Suhaini Aznam in Kuching 


E the local placid-looking rivers, 
Sarawak politics at first glance re- 


veal only a murky surface, without a. |. 


hint of the relentless undercurrents 
below. But after more than a year of 
keeping in check the resentments be- 
tween Sarawak's two most prominent 
political figures of the day, they have re- 
cently risen to view again. 

A splinter group from the Parti 
Pesaka Bumiputra Bersatu (PBB) — 
the dominant party in the state's four- 
party National Front coalition — is now 
set to challenge chief minister Datuk 
Patinggi Abdul Taib Mahmud through 
the newly formed but yet unregistered 
United Sarawak Natives Association 
(USNA). Three former PBB and one 
independent state assemblyman, plus 
an independent MP, have already 
thrown in their lot with the new party, 
and they claim that more will soon fol- 
low. 

The man credited with being the 
force behind the new party, former gov- 
ernor Tun Abdul Rahman Yakub, is 
himself absent from this latest round of 
political sparring. If and when he does 
return to active politics, the dissident 
upsurge would gain even greater 


momentum, several non-PBB politi- 


cians and observers believe. The situa- 
tion has its ironies. Rahman, then him- 
self chief minister, had hand-picked 
Taib, his nephew, to succeed him in 
1981 — apparently hoping to ensure 
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Dayak youngsters: another Sabah unlikely. 


some degree of continued control over 
the state government through what he 
assumed to be a sympathetic kinsman. 
But Taib has his own style and vision of 
government and proved less than malle- 
able. 

The tussle of wills between uncle 
and nephew first came into full public 


view early last year when Rahman open- 


ly criticised Taib for allegedly indulg- 
ing in the un-Islamic practice of consult- 
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hour-long flight. It was understo 
that while it was not believed Ar 
had enough power to stage a coup, ther 
might have been an attempt to retaliate 
against Prem personally with a small 
unit. 

A former 2nd Army commandepfffim- 
self, Prem is known to rely on the loy- 
alty of the incumbent Lieut-Gen. Pisit 
Hemabutr. Nakhon Ratchasima was 
the bastion used by Prem and members 
of the royal family during the tense 
stand-off that developed at the time 
of the abortive 1981 Young Turks 
coup. E 

Arthit's role in helping put down that 
rebellion helped him to the top army 
post, but his relations with Prem have 
steadily deteriorated in recent years as it 
became clear he had his eyes fixed on 
the prime ministership. 

Security sources have frequently ex- 
pressed concern for Prem's safety in re- 
cent months, referring in private con- 
versation to fears of rash acts directed 
against both the prime minister and 


ing a bomoh — traditional medicine 
man. 

Rahman, who was governor at the 
time, was seen as responsible for Islamic 
matters and in his personal capacity en- 
joys a reputation of being something of 
an authority on the subject. Taib coun- 
tered with allegations that Rahman was 
unwilling to relinquish execu- 
tive power as figurehead gov- 
ernor. When Rahman's term 
of office came to a close in 
April 1985, Taib, instead of 
recommending a renewal, 
put forward another name for 
the post. 

Speaking. at state celebra- 
tions that July, Taib under- 
scored his point when he de- 
clared that. retired leaders 
"should respect the new lead- 
ers and not revel too much in 
their own achievement as 
every one of us has our own 
weaknesses." 

No one was left in doubt as 
to whom he referred. 


apn the factions have 
gelled and.the supporters 
have been identified. Since 
several of USNA's pro-tem 
leaders are Rahman's kins- 
men, they are also related to 
‘Taib — leading to an erroneous impres- 
sion of a Melanau intra-clan feud. It is 
more than that. 

Several Sarawak politicians includ- 
ing those sympathetic to Taib, warn 
against dismissing the new party, 
though the majority view holds that 
USNA can dent the PBB but not topple 
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‘it. “It is better for Taib now that they 


have openly formed a new party," 
explained a fellow Melanau. “At least 
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homaafte 
attempt. | 
"n 28 May, with Prem still away 
? from the capital, Arthit appeared 
to defuse some of the tension himself. 
Returning to Bangkok from the 4th 
Army Region headquarters in southern 
Nakhon Si Thammarat province, he 
pledged his loyalty to King Bhumibol 
Adulyadej, who had signed the order 
removing him, and patted the waiting 
Chaovalit on the back as the new com- 
mander bowed with his palms pressed 
together in a traditional gesture of re- 
spect. | H 
Bangkok remained quiet and key 
military installations were not on any 
noticeable state of alert, Army officers 
were quick to explain that the move- 








now they are identifiable and pose less 
of a threat than they did within the party 
organisation." m 
While USNA's pro-tem leaders 
are not themselves nationally promi- 
nent, they are familiar names in the 
State. Being incumbents, they have an 
established grassroots following in a 
handful of Melanau and Bidayuh con- 
stituencies. The party already has a 
functioning operations room and its 
leaders know the importance of public- 
ity. Its finances are also reputed to be 
solid — at least for the vital initial 
launch. Its pro-tem president, Wan 
Habib Syed Mahmud, and pro-tem sec- 
retary-general Datuk Salleh Jafarud- 
din, are both prominent local business- 
men. | 
The party does not have long to 
wait to flex its muscles. On 1 and 2 
July, a state by-election at Oya should 
give a hint of USNA’s potential: If its 
candidate wins the seat, vacated by 
Salleh when he quit the PBB — and 
chances are high that Salleh himself will 
be fielded — at least two more by-elec- 
tions would follow in neighbouring 
Melanau-dominated constituencies 
held by other PBB defectors — "if only 
to prove a point," as one observer re- 
marked. B | | 
. But more vitally, beyond mere elec- 
tion arithmetic, USNA's emergence 
threatens the traditional solidarity 
within what is up until now Sarawak's 
most unified group — the Malay- 
Melanau community, most of whom are 





Muslims. With only 5.7% of Sarawak’s 


1.5 million population, the Melanau are 
numerically outclassed by the other 
bumiputra (indigenous) groups. Hence 
its need to join forces with the culturally 
similar Malays who, with 19.7% of the 
population and federal favour, have. 





the problem can be contained. ^ 


not constitute a show of force. Much of © 
` Arthit's backing comes from deputy re- 


gimental and battalion commanders, 


though some of them are known to have - 


been drawn to him because of their Op- 
position to Prem rather than any parti- 
cular loyalty towards the outgoing army 
commander.  - E 

Lieut-Gen. Pichit Kullavanich, the 
ist Army Region commander who has 
supported Arthit in the past on several 
politically related issues, has been away 
in Europe on a National Defence Col- 
lege trip. Observers have noted, how- 
ever, that he has maintained a gen- 
erally low prone over the past eight 
months and there are those who be- 
lieve he has distanced himself from 
Arthit. 

Most opinion still appears to favour 
him as the next army commander pro- 
vided Chaovalit adheres to his pledge to 
retire sometime after his 55th birthday 
next year, but much hinges as well on 
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combined to give them political clout. 

Despite being outnumbered by the 
29.5% Chinese and 30.3% Iban (Sea 
Dayak) — not to mention another 8.2% 
Bidayuh (Land Dayak) — the Malay- 
Melanau community has managed to 
form the majority party in the state as- 
sembly since 1969 and thus has held the 


chief minister's post in the coalition 
since 1970. 

A split and a weakening now could re- 
duce its bargaining power, adrnitted PBB 
secretary-general Datuk Leonard. Linggi 
Jugah. He was quick to add; however, 
that for as long as dissent did not stem 
from différences in ideology — which it 
does not since the PBB was founded to 
protect and further bumiputra rights — 
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in thé annual military reshuffle in Sep- 
tember. s E 
If Chaovalit is serious in his stated in- 
tentions — and he repeated them again. 
on 27 May — many observers see him a: 
possible prime ministerial material 
either as a non-partisan candidate or 
ARS through the ballot box it- 
self. | NL 
The early-retirement scenario, depen- 
dent largely on Prem being chosen to 
lead the new post-election administra- 
tion, has him taking over the defence. 
portfolio in mid-term — a move which 
would secure his all-important linkage 
to the military and at the same time give | 
him a firm foothold on the political - 
stage. Smooth and articulate, with a` 
pleasing penchant for referring to his - 
fellow officers as younger or elder’ 
brothers, his humble style in greeting 
post-promotion wellwishers impressed - 
many Thais and stood in stark contrast _ 
to Arthit's blunt and often arrogant 
manner. (| 




































Meanwhile, Chinese reaction to 4 
the PBB split varies. Leaders of PBB's 
coalition partners staunchly mi 












but one popular unofficial interpreta- 
tion holds that whenever Malays quat: 
relled "we Chinese will be the vic- 
tims," — echoing a timeworn anxiety 
that in trying to outdo each 
other, each faction would b. 
so intent on promoting the 
Malay cause they would 
eventually shut out the C 
nese. d C 


: A view is that a di- 
MX vided Malay represer 

tion would mean that each 
faction would have to accom 
modate the interests of | 
other races more, a vie 
shared by some Malays w 
great trepidation — est 
cially looking to neighbo 
ing Sabah, where a split i 
Malay votes allowed th 


















































multi-racial but Kadazan 
dominated Parti Bersati 


Sabah to come to power. 
April last year. — 
Those who forecast a sin 
lar political coup for Sarawak 
however, may have their pre 
"" — dictions dashed. “Sarawak i 
not Sabah," stressed a local business 
mah with more than a touch of sta 
pride. For one thing, Sarawak « 
tend to cross ethni j 
ing their parties, explained $ 
position Democratic Action: 
man Chong Siew Chiang. 
the Chinese are more 
constituencies, they c: 
deciding votes in Sarawa 








































te. Lac politi : 
attributable to their “very high degree 
-of vertical as well as horizontal move- 
ments," said Iban anthropologist and 
.Parti Bansa Dayak Sarawak (PBDS) 
publicity officer, James Masing. Iban 
society is both egalitarian and indi- 
vidualistic, he noted. “Group pressure 
.or collective responsibility, at times, 
mean nothing to them." The unwritten 
law for the Iban during a contest it 
seems, is every man for himself — 
"which proves a disaster in the political 
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| f hile several Ibans have looked at 
WV the rise in Kadazan consciousness 
-in Sabah and asked themselves “why 
not?" they have not really begun to act 
on these sentiments, local politicians 
















' Ibans figure in all four Sarawak 
coalition parties: the PBB, the multi-ra- | PHILIPPINES 
Sarawak National Party (SNAP), |^ — 
































 ]ban-based PBDS which Hee y ü See ee 3 
yy from SNAP in 1983, and the C | b ec l ke ya 
Nace led Sarawak United People's ory S asic- aw ma e PF 
"To add to the confusion, USNA, | The constitution drafters come from a wide fiel 
i0, is trying to woo the Ibans. "A Mer | 
ət of [ban instant-politicians” By Guy Sacerdoti in Manila 
illemerge at election time, said Masing. Q: 25 May, three months to the day 
Of the" major indigenous groups, since coming to power, President 
Bidayuh are the poorest. For | Corazon Aquino appointed members to 
as with others, land is the major | a Constitutional Commission (Concom) 
. Although Sarawak boasts huge} — honouring her campaign promise to 
s of jungle, arable land is con- | provide a new constitution to replace 
:d to the lower river valleys and coast- | the.1973 one within six months:of as- 
plains. Shifting cultivation, the ab- | suming office. «.- 0 i 
of land titles to much native land. |- - With its traditional obsession for leg- 
] Chinese pressure for agricultural. ality and democratic form, the public's 
‘immediately breeds racial discon- | interest in the open Concom hearings is 
6 ^... =.) expected to be intense. The proceedings 
feanwhile, the drop in timber | will beacritical factor both in determin- 
ss. and dwindling forest reserves | ing how the Aquino administration will 
¿meant that a shrinking pie has | put its platitudes of democratic reform 
e shared among a growing group | into practice, and will also be the crucial 
usinessmen, while the old style | determinant of how long the honey- 
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of political patronage spilling over | moon with her coalition of politically . | yf integrity, 
business activities is hard «to | disparate supporters will last. probity, indepen nalism and 

| that none of 

aced with all this, Taib has the un- | ments to what will eventually be a 50- | the delegates w owed to run 
able task of having to keep the | strong body were announced, Concom | for public office e new con- 

- and socio-economic balance. | had become. a controversial issue. stitution's ratific ast a year. 
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tial pool of 
er Arturo 
onstitutional 





That last qua 
nificantly reduced th 
delegates. Opposition 
Tolentino, for example 
expert who ran as Marcos' vice-presi- 
dential candidate in February, said he 
would not accept an invitation ostensi- 
bly because of the appointive nature of 
the commission, but also so as not to 
exclude the possibility of being elected. 

Similarly, Raul Manglapus, a former 
anti-Marcos senator, begged off to 
avoid limiting his electoral options and 
the same was true of a number of com- 


of the accusations levied against | Foremost was the criticism — both from 
was that he has given in too much to | the opposition and from within seg- | 
Chinese. A. Chinese community | ments of Aquino's own government — 
eader conceded that Taib was ^negoti- | that members of a body re-writing the 
ible.” But Taib sympathisers argue that | basic law of the land should be popu- 
ie has worked hard to build up Chinese | larly elected rather than appointed. 

rust over his three years in power to Regional as well as political rep- 
id the previous state of constant ten- | resentation in Concom would be 
ion. guaranteed by an elected body, the ar- 

.. Those who rejected the idea that | gument went, and the final product of 
Sarawak will imminently fall into politi- | the discussions would be protected from 

| disarray, argue that Sarawakians are | charges that,its substance was manipu- 
servative and cautious. An Iban | lated to satisfy political demands of the 

ader commented: “They don’t wantto | new government. BG 

set that which is familiar.” They also | | Aquino argued three points. First, 
iow the value of good state-federalre- | the urgency of formulating a revised 
ions, he noted. And Taib is known to | constitution, excising the vestiges. of | 
ive strong connections with the lead- | Ferdinand Marcos’ virtual. one-man 
sin Kuala Lumpur. ^p | rule, prevented the lengthy process of. 
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Transfield have the equipment and expertise to tackle the most challenging 
construction engineering projects — in Australasia or South East Asia. 

Whether it is building a pipeline to Alice Springs or a,500 KV transmission line 
from South Sydney to the Hawkesbury River — get Australia's largest privately-owned 
construction engineering group working for you. gm 


The Transfield Group specialises in innovative s 
ranshelel 


solutions to tough engineering and construction 
problems. Talk to Transfield soon. | a tl ! 

In association with PT. Trans-Bakrie, Wisma Bakrie Bldg, 
Rasuna Said Kav, B-1 Jakarta 12910, Indonesia. 


ST&P 102,093 Telephone 578 0259. (Office also in Malaysia.) 
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the Armed Forces of the Philippines 
(AFP), was that the list of nominees for 
the Concom included a number of 
avowed communists. 

In the event, however, those ap- 
pointed appear to represent a wide 
range of political persuasions. No 
known active communists are present, 
and while there are leftists, there are 


also Roman Catholic Church-related 


conservatives. Pre-Marcos opposition 
politicians are represented as well as 
free-market economists. No single poli- 
tical persuasion will dominate. _ 

Nevertheless, the delegates are, 
rather obviously, primarily Aquino sup- 
porters. Some important regional rep- 
resentation is lacking, particularly from 
Marcos' traditional stronghold in the 
northern Ilocos province of Luzon. 
Also, the disparate political 
backgrounds of the delegates will make 
it difficult for Concom to reach a con- 
sensus on constitutional change, 
analysts say, and they will be hard- 
pressed to complete their draft by the 2 
September deadline. 

Likely prominent members of Con- 
com — which will hold its hearings in 
the national assembly building — will 
include former assembly minority 
leader Jose Laurel, an old-style conser- 
vative political warhorse and elder 
brother of Vice-President Salvador 
Laurel. Others will be two people in- 
volved in the unification of the moder- 
ate anti-Marcos opposition around 
Aquino during 1985: former senator 
Francisco Rodrigo and retired Supreme 
Court Justice Celia Munoz Palma. 


Representing the more conservative 
Catholic hierarchy are Jesuit priest 
and president of Ateneo University Joa- 
quin Bernas and free-market economist 
Bernardo Villegas. Christian Monsod, 
who currently heads the National Move- 
ment for Free Elections, the church-sup- 
ported electoral watchdog committee 
which was prominent in denouncing 
pro-Marcos fraud during the February 
elections, will likely be a part of the core 
group. So too will nationalist former 
senator Ambrosio Padilla and film pro- 
ducer Lino Brocka. Leaning Left are 
rural leader Jaime Tadeo, Sister Christ- 
ine Tan, University of the Philippines 
student council president Chito Gascon 
and Health Workers Association leader 
Minda Luz Quesada. 

Also appointed are a number of del- 


.egates to the 1971 elected Constitu- 


tional Convention, many of whom were 
arrested after Marcos declared martial 
law in 1972, paving the way for his own 
manipulation of the convention which 
led to the introduction of Marcos' 1973 
constitution. Napolean Rama, a former 
journalist who was the convention's 
vice-president before martial law and 
his arrest, leads this group. All of those 
mentioned represent Aquino's political 
support, with perhaps the exception of 
some of those on the Left. 
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Aquino, in announcing the appoint- 
ments, left five positions open to be fill- 
ed by Marcos' Kilusang Bagong Lipu- 
nan (KBL) party members. Although 
some refused to participate, Aquino ag- 
reed to the 26 May appointment of 
former labour minister Blas Ople, and 
former KBL MPs Alejandro Al- 
mendres, Teodulo Natividad, Regalado 
Maambong and Restituto de los Reyes. 
The last position has been reserved for a 
representative of the Inglesia ni Kristo 
religious sect — with about 1 million 


members — which has yet to agree on a. 


candidate. 

One of the more important issues 
Concom is likely to face is whether the 
country should return to a bicameral 
legislature of a representative congress 
and nationally elected senate, or retain 
the unicameral national assembly Mar- 
cos created. The original Philippine 
Constitution of 1935, in operation from 
1946 to 1972, largely followed the US 
model of a house and senate. Many of 
the Concom delegates were politically 
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Jose Laurel; Palma: waiting in the wings. 


weaned on that system, though some 
see advantages of the unicameral parlia- 
ment if it has sufficient power to legis- 
late and to invoke no-confidence votes 
to act as a check on presidential power. 

Another issue will be the dismantling 
of excessive presidential powers. The 
decree-making powers Marcos gave 
himself, which helped make the former 
assembly largely irrelevant, are likely to 
be abolished. Provisions for the declara- 
tion of martial law and other emergency 
powers are likely to be softened by re- 
quiring legislative approval. The presi- 
dent’s powers of arbitrary detention are 
also likely to be abolished. 

Elections will be another important 
question. The pre-Marcos terms of 
elected officials were staggered, with 
two four-year terms the maximum for 
the president. Marcos changed that to 
six years with no limit. Many delegates 
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appear to favour a single six-year term. 
Also, the spacing of terms for local offja 
cials, the legislature and the executive., 
flooded the country with yearly elec- 
tions which were expensive. A large 
group of delegates appear to support 
"synchronising" elections. The ar u^ 
ment against this is that mixing locav¥4nd 
national issues hurts the political party 
structure. 


du political issues are also expected 
to be contentious, and could in fact 
become dominating issues: Sabah and 
foreign bases. The Sabah issue was 
started during the 1960s by southern 
Philippine Muslims who claimed that 
19th-century agreements between 
Filipino sultans and the British in Bor- 
neo legally leave the Malaysian state of 
Sabah in Philippine territory. For more 
than 10 years Malaysia has demanded 
repudiation of the claim, and while 
Marcos stated in 1977 that the claim had 
been dropped, constitutional wording 
over the definition of Philippine terri- 
tory was vague. 

Concom will undoubtedly 
debate how to define Philippine 
territory with the Sabah claim in 
mind, particularly among the 
Muslim delegates, some of 
whom support the contention 
that some sort of remuneration 
from Malaysia to the former 
sultanates should accompany 
formal abandonment of the 
claim. 

The second will be more dif- 
ficult. While Aquino has been 
firm on a policy which respects 
the current status of the two 
major US installations at Clark 
Air Field and Subic Naval Base 
until the present agreement ex- 
pires in 1991, she has left her fu- 
ture negotiating options open. 
But the question of a US nu- 
clear presence at the bases 
could easily become a problem. 
Some delegates, mostly with 
nationalist and leftist leanings, 
are expected to argue for a nuclear-free 
Philippines. 

A US$2.1 billion nuclear power 
plant is currently standing idle while the 
new government deals with US contrac- 
tors over corruption allegations, loan 
renegotiations and safety issues 
(REVIEW, 15 May). And while the US 
continues its policy of neither confirm- 
ing nor denying the presence of any nu- 
clear warheads either at the bases or on 
visiting ships and aircraft, some del- 
egates are expected to vie for a New 
Zealand-type “no-nuke” policy. 

With the promise of a national re- 
ferendum to ratify the new law within 30 
days of Concom's completion, the exer- 
cise will be a clear test of the new admin- 
istration's ability to leave both its politi- 
cal coalition intact, and retain the wide- 
spread popular support which thrust it 
into power. o 


5 JUNE 1986 e FAR EASTERN ECONOMIC REVIEW 


And ahr e aa a l Oe 





Should you need an expert Should you need top profes- 
opinion on a very special sional advice on investments, 
vintage Rolls Royce, one of talk to us. 


the best authorities on the 
subject is Malcolm Barber, 
Sotheby's international expert 
on collectors motor cars. 
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With 52 matches taking place in 12 different stadiums 
throughout Mexico, the 1986 World Cup is undoubtedly the 
most important television sports event of the year. 

Every minute of every match will be televised to a 
global audience of hundreds of millions of ardent sports 
fans, thanks to the technical and organizational talents of 
Telemexico: a combination of the Instituto Mexicano de la 
Televisión and Televisa, the largest TV networkin Latin America. 

They chose Philips as the main supplier of TV broad- 
casting equipment. So over 200 of our computerized colour 
TV cameras will capture every action ofthe game... and every 
reaction of the crowd. And our outside broadcasting vehicles 
with video editing, mixing and monitoring equipment will be 
used for programme production and distribution. 
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every scene in Mexico. 


In fact, Philips is the team behind the video scene in 
the 1986 World Cup. And of course, we are also one of the 
world's leading suppliers of home video equipment such as 
colour television sets, video recorders, cameras and cassettes. 
So millions of viewers can be sure of perfect reception. 

From the opening kick-offto the final whistle. 

You'll beseeing Philips again at majorsportsewents the 
world over, including the 1988 Winter Olym Sin Calgary, 
Canada, for which we have — the light : igeand d the 
Summer Olympics in Korea, where our TV trangipissio 
systems are already in service. 

Philips. The sure sign of expertise worldwide. 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 


The Mandarin, Hong Kong. 
We have it on good 
authority that we’re one of the 
worlds finest hotels. 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment . . . 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


| Post this coupon today! 


Circulation Manager, | 
| Far Eastern Economic Review, Ltd., | 
G. P. O. Box 160, 
| Hong Kong | 
Please enter my one year subscription | 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 
| made out to the Far Eastern Economic | 
Review. Or, please charge my credit card 
(tick one): 
American Express O Diners Club O 
MasterCard O Visa O 


The Financial Times 
of London is amongst the 
most revered business papers in 
the world. And according to its pages, 
The Mandarin, Hong Kong is amongst 
the finest hotels in the world. 

This accolade came on top of both 
the respected ‘Executive Travel’ and the 
forthright “Business Traveller’ magazines 
who independently arrived at the conclusion 
that The Mandarin is the best hotel in the world. 

Rest assured though that all this flattery won’t go 
to our head. Indeed, if anything, we’re inspired to strive 
even harder. In order to live up our future reviews. 
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A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. 
Vancouver: The Mandarin. San Francisco: The Mandarin (1987). 

Bangkok: The Oriental. Macau: The Oriental. 

Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (1987). 
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Some of those magnificent men in their flying machines were I hais. 
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|. 1912, a mere eight years after 
American aviation pioneers carried 
out the first powered flight in their 
'heavier than air' machines, three 
Thai army officers travelled abroad 
to a French flying school. They 
learned not only how to fly aircraft 
but also how to build them. In quick 
succession the Kingdom bought 
airplanes, established an airport and 
trained new pilots. 

Starting as a mail carrier, the airline 
quickly grew and soon a passenger 
service was available. Then in a major 
reorganisation just 26 years ago, Thai 


International came into being. 
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Thais pioneering spirit, its attitude 
towards service and the importance 
it places on the training and skill of 
its pilots, has led to the airlines 
development as one of the world’s 
major carriers. 

Today Thais route network has 
grown to include over 41 cities in 30 
countries across five continents. 
And servicing these destinations is an 
ever-expanding fleet of magnificent 
747Bs and wide-bodied A300s. 

So, fly smooth as silk on Thai. The 
airline thats still enchanted with the 


wonders of flight. 
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Vo can find demanding companies in every 
industry - among electronics firms, chemi- 
cal producers, manufacturers of toys, distrib- 
utors of fast food. They're the companies that 

would rise to the top in any field. They de- 
mand a lot of themselves and, not surprising- 
ly, of their suppliers. And 
when arranging container 
transport between Europe 
and the Far East, they call 
on ScanDutch. 

Why? Because at Scan- 
Dutch we demand more of 
ourselves than do any of our customers. For 
example, we have more experience than any 
other line on the route in operating a fixed 
weekly sailing schedule, a schedule that puts 
heavy demands on us but that is the most fa- 
vourable frequency for our customers. It al- 
lows them to plan long in advance, to inte- 
grate their production and distribution activ- 
ities, and to take advantage of the accompa- 
nying reductions in costs. 

We're also the route's only carrier that is 
structured as a “one-line” organisation. Once 
again, it requires more of us. But it makes 
booking space a great deal easier for our 
customers. And, if there's ever a question of 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel. 5-8921808 


responsibility for an order, shippers know 
there's only one line they need to call. 

But perhaps the reason so many know- 
ledgeable shippers insist on ScanDutch is the 
professionalism of our staff. As a leader in 
transport logistics, we school our Agents in , 
the complex science of 
moving cargo thousands of 
miles as cost effectively as 
possible — taking into ac- 
count parameters such as 
warehousing expenses, in- 
transit inventory charges, 
insurance rates and the many other “hidden 
costs" of distribution. 

If you're exporting, you'll find our Stow- 
age Advisors a valuable source of assistance, 
whether you have a difficult piece of cargo to 
ship or are trying to stuff a container to take 
advantage of low “box” rates. 

We can help you reduce import costs 
through our freight consolidation service. 
And thanks to our expertise in inland trans- 
port, we can arrange dependable door-to-door 
delivery of your company's products any- 
where on two continents. 

It's not the easiest way to run a business. 
But when your customers are demanding... 


WE HAVE THE MOST DEMANDING 
CUSTOMERS IN THE BUSINESS 
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A lull in the storm 


Benazir Bhutto prepares another onslaught on Zia 


By Rodney Tasker in Karachi 


P aksstan President Zia-ul Haq must 
be wondering whether he is in the 
eye of a tropical storm called Benazir, 
or whether the clouds have simply 
blown away. After one month in which 
opposition leader Benazir Bhutto 
whirled around the country drawing as 
many as 10 million people to join or 
watch her anti-Zia spectacular, there is 
now a lull. 

The current calm was enforced b 
the advent of the Muslim fasting mont 
of Ramadan. Zia, who lifted martial law 
only last December, has scoffed at the 
Bhutto campaign as being nothing to 
worry about, hoping that his hands-off 


policy has allowed the movement to 


play itself out. 

Bhutto, on the other hand, has other 
plans and told the REVIEW in an inter- 
view that she is using the month to or- 
ganise and fertilise her Pakistan Peo- 
ple’s Party (PPP) for another — equally 
peaceful — onslaught. By July, it should 
be clear whether Zia was correct in his 
apparent complacency or whether Bhut- 
to has indeed launched an irreversible 
juggernaut for change or whether the 
period proves to be a Prague spring. 

Bhutto, the 32-year-old daughter of 
former prime minister Zulfikar Ali 
Bhutto who was executed after Zia 
came to power, returned to Pakistan on 
10 April to a tumultuous welcome after 
two years of voluntary exile in London. 

From Lahore, the capital of Pakis- 
tan's most ION province of Pun- 
jab, she had travelled to all three other 

rovinces like a pe piper surrounded 
y hundreds of thousands of rapturous 
supporters and curious onlookers be- 
fore winding up in Karachi, the capital 


of her native Sindh province on 10 May. 
The crowds were larger than Pakistan 
had seen for a long time and certainly 
bigger than any drawn by her father be- 
fore his arrest by coup leader Zia in 1977 
and hanging as a convicted accomplice 
to murder two years later. 

Many of those who turned out were 
intrigued by the youthful Bhutto's 
image and reputation. Before London, 
most of the years since 1977 had been 
spent in jail or under house arrest. A 
large number of those in the crowds 
were even younger than Bhutto and not 
old enough to remember the six years of 
power of her father who, while charis- 
matic and nurturing a populist image, 
was criticised for his elitist politics and 
dictatorial, repressive administration. 

Yet, asked by the REVIEW how much 
of her appeal could be put down to her 
father’s reflected glory, Bhutto replied: 
“A large proportion. It’s not something 
that only I could have taken” at the 
same time. Bhutto, who wears the fact 
that she spent much of her blossoming 
20s under lock and key like a political 
badge, added: “I have been detained so 
long, I have a credibility factor.” 


D she does have among a 
large sector of the population who 
have not only long supported the PPP, 
founded by her father, but look to the 
party to usher in a fully democratic sys- 
tem — complete with party politics — 
after the long period of almost continu- 
ous martial law since 1947. The martial- 
law period was broken only by her 
father's six years of authoritarian rule. 
The PPP draws its strength mainly 
from the semi-feudal rural areas and 
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poorer urban communities in Punjab 
and Sindh. But some political analysts 
feel that it is a mistake for Bhutto to 
refer constantly to her father and 
“Bhuttoism” and that she should exploit 
only her own individual popularity. 

At the same time, some in her party 
think she is showing signs of displaying 
some of her father’s arrogance in or- 
ganising the PPP, running roughshod 


over the PPP old-guard landed aristo- 


cracy while elevating a new, younger 
elite. She and her cohorts have already 
ousted Ghulam Mustafa Jatoi from his 
position as PPP president in Sindh, re- 
placing him with Makhdoon Khaleeq 
Zaman, 37, a young member of the 
Sindh landed gentry. Jatoi was one of 
her father's old lieutenants and a found- 
er member of the PPP, and several 
other party members from the feudal 


landlord class in Sindh have voiced op- 


position to Bhutto over his departure. 

Some leaders of the 11-party Move- 
ment for Restoration of Democracy 
(MRD), the opposition umbrella group 
to which the PPP belongs, are also con- 
cerned that Bhutto is so flushed with her 
initial popularity that she wants to go it 
alone in the campaign against the coun- 
try's current rulers. Bhutto's main de- 
mand is that there should be new par- 
liamentary elections later this year, on a 
full-party basis, to replace the existing 
national assembly elected on a non- 
party basis in February 1985. 

But MRD secretary-general Khawa- 
ja Khairuddin, president of his own fac- - 
tion of the Pakistan Muslim League, 
cautioned Bhutto when he told the 
REVIEW: “The MRD will have to fight 
for an election together. But here it's 
not a question of winning elections and 
forming a government — the basic ques- 
tion is keeping the country together, to 
stop the rot." 

However, Bhutto seems intent on 
exploiting her own mass appeal as a 
symbol of suffering, youth and a 
crusader against the old order. In the in- 
terview, she was careful to stress that it 
was the PPP as a party which had been 


given a mandate to bring about change: 


“I feel that the nine years of martial 
law have led to an erosion in the founda- 
tion of the state . . . The people in all the 
four federated states are looking to the 
people's party to deliver the goods. If 
the people's party fails to deliver the 
goods, then regional forces [in 
heterogeneous Pakistan] will once again 
gain ascendancy." 

But she added later: “I have the 
sense that I am doing the right thing, the 
correct thing for my country, for my 
people. One has to answer the call of 
one's conscience . . . I know it is a tre- 
mendous responsibility to fulfil all [my 
supporters'] expectations. " 

Inevitably, she has been labelled a 
Joan of Arc, or a new Corazon Aquino. 
Always her father's favourite, she had 
an early initiation into politics — which 
she developed further at Harvard and 
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Oxford — and comparisons arise with 
the late Indira Ghandi, who was tutored 


by her father, Jawaharlal Nehru. 


Asked about this, she said it was 
an English paper which first made 
the comparison with Aquino and after 
that it was picked up and widely used. 


“Now some people say that Benazir is 


trying to use the Aquino factor. In fact, 


.] did not create the Aquino factor; it 


emerged on its own. Of course, while 
there are similarities, there are also dif- 
ferences . . . There is a tendency to com- 
pare women with other women leaders. 
But certainly I will say that the success 
of Mrs Aquino did give people in Asia 
heart, because the Philippines is in 
Asia. There is a sense of excitement that 
this has been a bad year for dictators.” 

Bhutto insisted that the next stage of 
her movement to press for Zia’s ouster 
and fresh elections will be as peaceful as 
the first. During Ramadan she has been 
trying to motivate party workers — 
whom she calls “doves for democracy” 
— at the grassroots level to fuel the 
popular movement for change and to 
keep the pressure on a government 
which she claims has become “jittery,” 
with no means of countering her forces 
politically. 

Asked if there were plans to launch 
strikes and a civil disobedience cam- 
paign, Bhutto said: “I don’t think that 
we will have to resort to any of the trad- 
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Boat-loads of 
problems 


Canberra seeks help from 


Jakarta on Vietnam refugees 


By Hamish McDonald in Sydney 


ustralian Immigration Minister 

Chris Hurford has expressed con- 
cern about the continuing flow of boat 
people from southern Vietnam, 11 
years after the communist takeover, 
and has asked his Indonesian counter- 
parts to join in approaches to Hanoi 
urging measures to stem the outflow at 
the source. 

Australian officials said Indonesia 
had been singled out for the approach 
both because of its role as a country of 
first refuge for Vietnamese boat people 
and as the Asean country with the 
strongest relationship with Hanoi. Hur- 
ford raised the need for new approaches 
during his Indonesian visit on 18-20 
May, when he met among other minis- 
ters Justice Minister Ismail Saleh, 
whose portfolio includes immigration, 
and inspected Indonesia's main refugee 


transit camp on Galang Island. ie 


Weather conditions and sea currents 
in the South China Sea were in favoura- 
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itional measures. In fact, someone said 
there has never been change that has 
been peaceful, and I said let Pakistan 
show the way. That's how I want it to be 
... If it is not peaceful, then it will give 
non-democratic forces a chance to inter- 
vene. It's a delicate situation." 

By preaching peace, Bhutto may 
now be trying to absolve herself from 
blame for any violence which does 
ensue. With a volatile population like 
Pakistan's, many observers feel that if 
Bhutto is to make any dent in Zia's mili- 
tary monolith, which still appears to 
hold sway over the government, then 
violence is inevitable. 


Z: himself recently talked about the 
prospect of re-imposing martial law 
if the situation got out of hand, and as 
one political analyst commented, if 
Bhutto's movement is to avoid the 
danger of fizzling out she will have to 
*up the ante," risking intervention of a 
military which has been ordered to keep 
out of sight during the PPP rallies. 
Whether or not she privately ac- 
knowledges this, Bhutto, speaking in 
impeccable English, exuded supreme 
confidence when talking to the REVIEW 
about her party's programme after 
being elected to power: 
» On the economy: "The PPP can 
create stability without tyranny and thus 
create a climate in which the private sec- 
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tor feels that it can coexist with the pub- 
lic sector. [Her father implemented an 
unpopular mass-nationalisation policy 
when he was in power.| The people's 
party does believe in keeping the major 
sectors of the economy in the public sec- 
tor. We also believe the govergment 
should be the engine of growth . . . [but] 
we would also like to see the private sec- 
tor play its role." 
» Social reforms: *The people's party 
would like to see a complete trans- 
formation of the social scene. It's a 
scene at the moment of fear . . . We 
would like to decentralise responsibility 
by letting people in the different sectors 
of society gain responsibility. We want 
to restore human dignity — that's the 
main element — and the key to human 
dignity is employment, and also medical 
care, which is so expensive that poor 
people cannot afford medical treat- 
ment." | 
» Foreign policy: “I would like Pakis- 
tan to have an independent foreign po- 
licy . . . The US does have an influence 
here, and I think the influence increased 
after the Soviet presence in Afghanistan 
. . Of course we want good relations 
with the US. Often it is said that Benazir 
is anti-American. I’m not, but I do think 
it’s important for this whole region to 
emerge as one of independence and 
non-alignment . . . The presence of 3 
million [Afghan] refugees is a big load 
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Vietnamese boat people in Darwin. 





ble conjunction in May for the peak 
boat-people “season,” which usually 
runs through to July, officials said. Al- 
though arrivals have wavered over the 
early months of this year, agencies will 
not be surprised if the number of this 
year's arrivals on Southeast Asian 


| coasts reaches that of last year's 22,000, 


which was only about 2,000 down on the 
1984 figure. 
Speaking in Singapore on his way 


home, Hurford said Australia would 


continue to take Indochinese refugees 
from camps in Southeast Asia at pre- 
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vious levels, with 5,800- 
6,000 expected to come dur- 
ing the year starting in July. 
However, he said the situa- 
tion “cannot continue for- 
ever.” Many of the recent 
boat-people arrivals were 
more like migrants than re- 
fugees, and their resettle- 
ment in the US, Canada, 
Australia and other coun- 
tries was drawing more such 
people out of Vietnam. 
Australia had 1 million 
people worldwide applying 
each year for just under 
100,000 places in its annual 
migrant intake programme. 
Boat people who simply 
wanted to improve their 
standard of living could be 
regarded as “queue-jump- 
ing” many other worthy 
applicants elsewhere, Hurford said. 
This notion has been angrily at- 
tacked by Vietnamese settlers in Aus- 
tralia, who said that whether or not 
boats were operating a shuttle, the main 
motive of the boat people continued to 
be political oppression. Spokesmen 
have accused Canberra of willingness to 
sacrifice humane considerations to im- 
prove diplomatic relations with Hanoi. 
An easing of political pressures on 
such people would be the objective of 
continuing approaches to the Vietnam- 
ese Government, officials said. Taking 
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on the country and its social fabric, so in 
our political settlement [in Afghanistan] 
we want the conditions for them to go 
back, which obviously means there will 
have to be a withdrawal of Soviet 
troops." 

> Islam: “Zia tried to use religion to 
forni some kind of basis for continuing 
in power. We don't believe that religion 
should be exploited for political pur- 
poses... The question is really how we 
should govern our society — whether it 
should be on a basis of laws, justice and 
on security for the citizens, or whether it 





should be on a question of [Muslim] 
fanaticism and cruelty and punishments 
which are degrading.” 
Asked whether Zia would be al- 
lowed to remain in the country after a i 


PPP government took power, Benazir 

was equivocal: “It’s not a decision that I 

alone can make. But I do believe a new 

start should be made . . . One should put 

an end to the bitterness of the past. Of 

course, if it means [Zia] playing golf 

around Rawalpindi course, it will be 

very difficult to contain the anger in the 

hearts of so many people whom he has | # 

terrorised.” , — 
Bhutto and her family hold Zia re- | e M 

sponsible forthe execution of her | @ i 

father. But she has said she does not | £ 

want revenge. “Hate is an emotion I just | & 

cannot identify with . . . I believe in | & 

God's justice, the Day of Judgment." f] 


————— 


advantage of the unusual attention 
given Hurford's Indonesian visit be- 
cause of the recent bilateral row over 
press reports, Hurford said he was seek- 
ing *a collective approach to seek op- 
portunities to improve the Vietnamese 
end of it, so there is not the strong moti- 
vation on the part of the boat people to 
leave home." 

. Hurford said this was a “long-term 
project," while his government would 
continue to help in settling the boat peo- 
ple. Negotiations could take place as 
part of broader attempts to settle the In- 
dochina conflict, or as a separate issue. ` 

Behind the enlistment of Indonesian 
cooperation appears to be a perception 
that Australia and other countries in- 
volved with the Vietnamese exodus are 
secondary to Hanoi's manoevrings to- 
wards hostile big powers, particularly 
the US. An interruption to the “orderly 
departure” emigration programme 
from Vietnam earlier this year, lasting 
about three months in Australia’s case, d 
appeared to have been aimed at putting r 
pressure on the US. | d 

Threats and violence by anti-com- á 
munist Vietnamese-Australians against | @& 
Vietnamese Embassy staff in Canberra | 
were cited earlier as Vietnam's reasons 
for halting family reunions under the or- 


derly departure scheme. But Australian | & 

officials said such aggravation had been | 

at a far lower level than against Viet- © ci 
namese Government representatives in | 


the US or Canada. i 
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By Nigel Holloway in Singapore 


"he Law Society of Singapore has cri- 
| ticised the government's proposed 
mendments to the Newspaper and 
rinting Presses Act, which seek to curb 
e distribution of foreign publications 
ngaging in" domestic politics. The bill 
was introduced in parliament on 5 May. 
The society's president, Francis 
5eow, a former solicitor-general, says 
that the organisation has never before 
commented in this way on an important 
piece of legislation which has yet to be 
passed by parliament. Observers note 
that the law society has not only examin- 
ed strictly legal aspects of the proposed 
bill, but also the intention behind it. 
A five-page statement signed by 
Seow says first the amendments are 
ambiguous. The terms “engaging in” 
and “domestic politics,” it suggests, are 
t defined by the amendments, though 
they form the basis of the bill. This will 





APUA NEW GUINEA 


'alks with Jakarta on security 
| after OPM activity | 


By lan Andrews in Port Moresby 


L9 eports of an upsurge in activity by 

A Melanesian rebels in Irian Jaya op- 

posea to Indonesian rule appe pears to 

ave acted as a catalyst for high-level 

talks between Papua New Guinea and 
Indonesia. 

Indonesia’s armed forces command- 
er, Gen. Benny Murdani, held hastily 
convened talks with Papua New Guinea 
Defence Force Commander Tony Huai 
in the Irian Jayan capital of Jayapura on 
18-19 May. There was no prior public 
announcement as is usually the case, 
and Huai declined to talk to journalists 
on his return. Papua New Guinea 
Foreign Minister Legu Vagi said the 
meeting was to discuss security on the 
760-km common border and a proposed 
exchange of defence attaches. : 

In recent weeks Huai has said his: 
government was willing to cooperate ^ 
more closely with Indonesia to stop the 


use of its soil by the Free Papua. Move- : 


ment, known as the OPM, 

OPM spokesmen in Port Moresby 
claim guerilla raids have recently been 
launched against oil projects and In- 
donesian Government. stations. at he 
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e press and the law - 


awyers criticise pending tough amendments to rules 


: Charles Mida. 











lead to a subjective interpretation and 
implementation of the bill, it says. 

In addition, the powers given by the 
bill to the minister of communications 
and information, who is responsible for 
newspapers, are too wide: he has the 
sole discretion to decide whether or not 
a foreign publication is engaging in 
domestic politics and no right of hearing 
or of appeal has been provided for, the 
statement says. 

The Law Society claims that the 
amendments will not achieve their aim 
of punishing offending publications by 
depriving them of revenue. It says that, 
according to the publisher of one such 
periodical, the revenue from sales in 
Singapore “barely exceeds" the costs of 
distribution, while the profits are gener- 
ated by advertisements. “If the bill is 
aimed at the pockets of ‘recalcitrant’ 
foreign publishers, we submit that a 








OPM troops: upsurge of violence. 


northern end of the border. They say up 
to a dozen Indonesians have been killed 
in raids or captured and subsquently 

"executed." There has been no inde- 
pendent verification of these claims, but 
Observers here, while unable to confirm 
details, believe increased OPM activity 
could be linked to a change in leader- 
ship of the movement. 

Last December, self-styled OPM 
leaders James Nyaro, Gerard Tommy 
and three others crossed the border and 
| surrendered to the Port Moresby au- 


| thorities after spending years in isolated 
jungle camps. They have reportedly 
been replaced by militant young men, 


said to include Fisor Yariseteouw and 










1 tion and self-improvement,” 
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| have reported 1 
| been: sighted 


suitable fine imposed on the publishers 
would be more. than sufficient. The 
proposed: penalty. ;of. two years’ impris- 
onment is- Münecessary and unduly 
harsh," it adds. "ur 
The statement points out that Singa- 
pore already. has. a number of laws to 
m or to:control.the import or pub- 
shing of “undesirable” printed matter. 
These include the Undesirable Publica- 
tions Act, which gives the minister the 
power to ban the sale or circulation of 
any publication which he thinks is.con- 
trary to the Tonie interest. 


l t concludes that Singaporeans must be 
credited. with enough intelligence to 
distinguish truth from lies and that busi- 
nessmen, professionals: and politicians 
ought to know what.others are saying 
about the country in-order to help them 
in their. decision-making. Singapore 
needs a free flow of ideas, it says, and so 
foreign journalists should not have to 
feel they have to "dilute" their ¢om- 
ments. “Criticisms, -if- handled posi- 
tively, create opportunities for clarifica- 
it affirms. 
The Minister of State for Communi- 
cations and Information, Wong Kan 
Seng, told PORUM in NUS that the 





Meanwhile, attempts. by 
| Prime Minister Paias Wingti 
to gain some sort of internal 
ges consensus. on. e 


x. 


Catholic priest, has attacked 
Indonesia’s incorporation of 
Irian Jaya in the 1960s and 
vowed to press for Melane- 
sian self-determination. He 
called for international : eco- 
nomic sanctions against In- 
donesia and referred tọ re- 
ports of “murder and oppres- 
sion against Irian Jayans." 
He asserted that the; OPM 
should not be treated as a 
common enemy of Papua 
New Guinea and Indone- 
sia. 

Wingti responded . that 
Momis was being irresponsible and 
“futilely trying to turn back the hands of 
time.” Wingti maintains his government 
is constitutionally unable to agree to an 
Indonesian request for joint border pat- 
rols, but has supported Huai’s closer co- 
operation stance and has sent the secret- 
ary of the Foreign Affairs Department, 
Hill Dihm, to Jakarta for negotiations - 
on a treaty of mutual respect, coopera- 
tion and friendship. Momis comment- 
ed: “I believe Mr Wingti’s sons will 
curse his dead bones for having surren- 
dered the sovereignty .of | an indepen- 
dent Papua New Guine RA 

. In. other developmer 











government regarded most criticism by 
foreign journals as fair and balanced. 
“The issue is one of slanted reporting 
which seeks to stir up Singaporeans' 
feeling on local political issues. Even 
then we are not afraid of our people 
reading such reports,” he said. Accord- 
ing to the Pe the 
number of copies 'of such. “hostile” 
publications ‘allowed into. the island 
would be cut, but whatever number re- 
mained would be allowed to circulate 
freely. 

It looks as if the law society's role 
might be interpreted differently under 
Seow, who became its president at the 
beginning of the year. The Legal Profes- 
sion Act, as amended in 1966, grants the 
society certain powers, which include 
"assisting the 'government and the 
courts in all matters affecting legislation 
and the administration and practice of 
the law in Singapore." In addition, the 
lawicalls on the society “to protect and 
assist the public in Singapore in all mat- 
ters touching or ancillary or incidental 
to the law." Seow says nobody has, up 
to now, seen it as worthwhile to make 
the society's voice heard by comment- 
ing on a piece of legislation in this 
way. ü 


. ern coastal town of Wutung, located 
right on the border. And one of 12 in- 
dependence activists forcibly repa- 
triated to Irian Jaya from Papua New 
Guinea last October has re-crossed the 
border and is fighting a court battle to 
remain. 

Tommy, Nyaro and the three other 

OPM leaders who surrendered have 
now been held at Port Moresby's 
Bomana Jail for six months without 
charge. The UN has so far been unable 
to find countries willing to take them for 
resettlement. 
^ Defence Minister Stephen Tago 
told the REVIEW he believed Papua 
New Guinea had an obligation to make 
sure its soil was not used for rebel activi- 
ties. 
. “The thing is the border is like an 
imaginary line — there is no wall as 
in China — and our soldiers can't real- 
ly stop them [the OPM] moving back 
and forth," Tago said. “I share Momis' 
feeling for our Melanesian brothers, 
but they have got to seek their inde- 
pendence, or freedom, over there. Per- 
sonally, I believe we should be look- 
ing at human-rights issues and that 
Papua New Guinea could raise such 
matters in the United Nations and other 
bodies." 

But given the stand taken by 
Wingti, the suggestion of officially rais- 
ing the Irian Jayan situation interna- 
tionally under the present government 
is unlikely to be taken up in the foresee- 
able future. And the move to coordi- 
nate action against the OPM seems cer- 
tain to remain a subject of internal de- 
bate. O 
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Goldstar has been answering 
the call for better communications 
for over 25 years, through a wide 
range of office communication 
systems and equipment offering 
reliability, state-of-the-art features, 
and cost efficiency. 

These include electronic key 
telephone systems with features that 
provide greatly improved voice and 
data communications for both large 
and small businesses; standard and 
feature phones; EPABX systems; and 
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a wide range of computer peripherals. 

In this age of global communi- 
cations, how fast your business ex- 
pands depends in large part on how 
well you can communicate. Goldstar 
will continue to be there, with 
telecommunications for the com- 
petitive edge. 

Find out more about Goldstar 
Telecommunication systems and 
equipment by contacting your local 
agent or by mailing the coupon 
below to our head office. 
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Telecommunication Co.. Ltd. 
CPO Box 1540, Seoul, Korea. 
Phone: (02) 269-1322 Telex: K27242 TELSTAR 


Agents 
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SOUTH KOREA 


The ultimate protest 


Students choose death as a weapon against Chun 


By Shim Jae Hoon in Seoul 


he death by self-immolation of a 

23-year-old horticulture student at 
the Seoul National University on 20 
May has set off a new alarm on the trend 
of growing radicalisation of campus dis- 
sent against the regime of President 
Chun Doo Hwan. 

The case of Lee Dong Su has shocked 
the country particularly because he was 
not seriously involved with any of the 
numerous factions now leading the uni- 
versity movement demanding the over- 
throw of Chun or the withdrawal of US 
troops from the country. 

The last of four children of a success- 
ful company president, Lee had ad- 
vanced to the prestigious Seoul univer- 
sity from the elite Kyonggi high school, 
a school renowned for producing many 
top government bureaucrats. Neither 
his family nor friends had any idea that 
he had been taking any deep interest in 
anti-government activities. In what the 


university authorities noted as an addi- 


tional mark of sobriety and moderation, 
he had already finished the two-and-a- 


half year army service, a career course 


. that many upper-class families provide 
for their children. 


On the afternoon of 20 May, while 
about 2,000 students had gathered on 
the huge campus square, Lee, standing 
on the top floor of the four-storey uni- 


. versity building, shouted "Out with 
. Chun Doo Hwan! Out with US im- 


perialists!” And then, pouring a bottle 
of petrol over himself and lighting a 
match, he plunged to the ground in a 
ball of flame. Lee was pronounced dead 
on the way to hospital. 

To the consternation of many par- 
ents, he was the third student from the 
same campus to resort to the same vio- 
lent action in less than a month. On 28 
April, two others — political science 
major Lee Jae Ho and microbiology stu- 
dent Kim Se Jin — had set themselves 
ablaze, protesting against the short mili- 
tary induction programme before the 
start of regular conscription. Kim died a 
few days later and Lee on 26 May. 

Barely had the shock over these 
deaths subsided, than a fourth student, 


. à co-ed named Pak Hye Jong from the 


same campus, threw herself into the 
Han river and drowned, leaving a note 
deploring the political situation. *I can 
no longer contain this feeling of guilt for 
the deprived and oppressed in this 
land," she wrote. 

The use of self-immolation as an act 
of desperate political struggle has not 
been altogether unknown in South 
Korea since the early 1970s, when a 


. Seoul textile worker, Chon Tae Il, set 


* 


T= 


himself on fire in protest against restric- 
tions on trade union activities. Early 
this year, a Seoul machinery worker, 
when faced by a group of riot police 
breaking up an illegal strike (strikes in 
South Korea must be approved by the 
government), also burned himself to 
death rather than being arrested. | 

A letter left behind by Lee Dong Su 
for his friends indicated the issues which 
preoccupied him were anti-Chun, anti- 
US and anti-Japan. The letter said: 
“The masses are silent and appear 
stupid, but they last forever. . . I urge 


my friends to shed new light on the 
threat from Japan, which for its own 





Lee Dong Su’s suicide: the unexpected extremist. 


survival wishes to keep Korea forever in 
subservient position." 

In short, he subscribed to the views 
of either Minmintu or Jamintu, new 
campus extremist groups calling for the 
expulsion of all foreign influences from 
the country as well as Chun. Lee's pre- 
decessors in the self-immolation cam- 
paign had belonged to the more radical 
Jamintu, which seeks first to remove US 
troops before overthrowing Chun. 
Since both groups now openly advocate 
removal of Japanese and American in- 
fluences, including their economic pre- 
sence, their platforms have gone way 
beyond demands for simple democrati- 
sation. 

Although these extremists are in a 
minority — officials estimate the total 
activist strength in the country at about 
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2,000 — they have successfully defied 
numerous police attempts to “uproot” 
their underground networks and have 
benefited considerably from sympathy 
generated by harsh treatment of dem- 
onstrators. 

Moderate dissidents from the South 
Korean National Council of Churghes 
have long urged the government to take 
a more lenient attitude, arguing that in- 
discriminate use of toxic chemical tear- 
gas to break up on-campus rallies or. 
beating up the arrested students, as well | 
as their long jail terms, only worsen the 
situation. 

In a society fraught with political and 
social conformism — and rigidity — 
many have regarded those going to jail 
for *democracy's cause" as heroes. The 
government now holds about 1,500 poli- 
tical prisoners in various parts of the 
country, many of them students. The 
figure is double that the previous Park 
Chung Hee regime held at any one time. 
About the same number of students has 
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been expelled in the past six years under 
Chun. 


he arrest on 23 May of Rev. Moon 

Ik Hwan on charges of inciting the 
anti-government riot in Inchon on 3 
May is likely to exacerbate matters. Re- 
nowned for repeated jailings under the 
present as well as previous regimes for 
speaking out on human rights and demo- 
cratisation, the 68-year-old Methodist 
priest, who is immensely popular 
among students, has turned anti- Ameri- 
can in recent years because of the US 
role in the suppression of the civil upris- 
ing in Kwangju in 1980. When Lee 
Dong Su set himself on fire at the Seoul 
National University, Moon was in fact 
there addressing the crowd, and for this, 
the police blame him for helping to 
radicalise the campuses. 

In jail, the gaunt, soft-spoken Moon 
immediately started a hunger strike, 
saying he never incited the rioting. His 
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youre AWAY, 


let Lloyds Dank 


work on 


You work overseas. Hard and long hours. But are 
you getting the most out of it financially? 

You have to plan carefully. And you need profession- 
al advice. Advice from someone you know you can trust. 

Lloyds Bank can help you and your family with all 
the financial problems that come from working abroad. 

Our specialists have years of experience helping 
people like yourself with their finances. So look out for 
them when they visit the major expatriate centres. They 
hold free seminars, giving sound expert advice on finance, 
taxation, savings and investment. 

We also offer an excellent back up service here at 
home. We advise you on how to make the most of your 
offshore status. And help you to decide upon the best way 
to invest your savings, and arrange the most suitable 


insurance schemes. What’s more we can unravel the com- 
plexities of your tax situation. In short we can explain the 
alternatives and recommend appropriate arrangements 
for you, so that your money works as hard as you do. 
Write to one of the addresses below or ask at any 
Lloyds Bank branch when you're on leave in Britain. 
John Crittenden, Manager — Expatriate Services, 
Lloyds Bank Plc, Capital House, 1-5 Perrymount Road, 
Haywards Heath, West Sussex, RH 16 3SP, England. 
Brian West, 
Deputy Manager, 
Lloyds Bank Plc, 
9 Broad Street, 
St. Helier, Jersey, 
Channel Islands. 





A THOROUGHBRED AMONGST BANKS. 


FAR EASTERN ECONOMIC REVIEW e 5 JUNE 1986 





your account. 


31 


new struggle from the police cell is ex- 
gor to touch off another round of 
ierce protests, but as an advocate of 
non-violent struggle in the manner of 
India's Gandhi, he has appealed to stu- 
dents to stop burning themselves. 

The main opposition New Korea 
Democratic Party has called for his un- 
conditional release, arguing that deten- 
tion at this time could only provoke 
more protests. Indeed, the day after 
Lee's self-immolation, a group of 21 stu- 
dents travelling from Seoul stormed and 
seized the US cultural centre in the 
southern port city of Pusan, for the sec- 
ond time since 1982. With US consul of- 
ficials calling in the police, they were ar- 
rested an hour later. i 

Lee Dong Su's action has had a big 
impact on the country because it is 
taken as an indication that political ex- 
tremism is now reaching people from 
social classes previously aloof from poli- 
tics. Groups of worried parents are call- 
ing on university authorities to take ac- 
tion to stop similar tragedies. News- 
paper editorials, lawyers and Christian 
church figures have also spoken out, but 


Chun: new alarm from the campus. 


extremists might find their new cam- 
paign of death irresistible as a weapon 
against Chun. 

Shortly after Lee's suicide, sources 
in underground movements quoted 
some students as saying there were at 
least 64 others waiting to die in flames 
one by one. In response, the riot police 
have tightened up security on every 
major street intersection and building 
near government offices, frightened 
that some might try to immolate them- 
selves in the central district of Seoul. 

The student extremists appear to 
have changed their tactics — their ob- 
ject now seems to be to outrage domes- 
tic opinion and spotlight South Korea's 
political situation in the international 
community just before the Asian 
Games this year which will be followed 
by the Olympics in 1988. oO 
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The man on the couch 


Dissidents squat in a bank, unable to rent an office 


By Paul Ensor in Seoul 


Sins on a large couch reserved 
for customers of a small savings 
bank in central Seoul, Chung Dae Sung 
explains that he has been sleeping in the 
bank for the past two weeks. “The 
couch is not too bad for sleeping,” he 
Says, as the tellers in their orange uni- 
forms peer suspiciously at this corres- 
pondent — yet another stranger in their 
premises. 

Instead of a namecard, Chung hands 
out a bank brochure with the telephone 
number circled. “You can reach us 
here,” he says. Outside the building 
other members of the dissident group 


Chung belongs to, the Consultative 


Committee for the Promotion of Demo- 
cracy (CCPD), which is headed by Kim 
Dae Jung and Kim Young Sam, hand 
out leaflets and collect signatures, 
sitting behind desks stacked on the 
pavement. Plainclothes police 
look on and a busload of 
police are parked around the 
corner. 

Members of the CCPD 
have been squatting in the 
bank on the third floor of 
the small building since 
they unsuccessfully attempted 
to move in during the first 
week of May. According to 
Chung, they had signed a 
lease with the owners of the 
building, and the bank was 
scheduled to move to new of- 
fices. 

But when they arrived, the 
bank did not move, and a cor- 
don of 200 police prevented 
them from bringing their fur- 
niture into the building. On 
18 May, the anniversary of the 
1980 Kwangju uprising, the 
two Kims led a memorial ser- 
vice for victims in the base- 
ment of the building — a hastily made 
compromise solution with the landlord 
and police after they threatened to hold 
it out on the street. 

From the point of view of the au- 
thorities, the CCPD could hardly have 
chosen a worse place to move. The 
building is immediately behind the 
headquarters of the ruling Democratic 
Justice Party (DJP). The CCPD had to 
move after losing their last office as the 
result of a court order which said the 
CCPD, when it signed documents with 
the landlord relating to the tenancy 
early last year, had not made clear what 
it was planning to do in the offices, giv- 
ing only the name of an individual in the 
group. 

Kim Dae Jung readily accepts that 
that was the case. *We only gave a 
name — we had to do that because land- 


lords are so frightened of taking us be- 
cause of pressure from the policet" he 
said. 


Indeed, he admits the CCPD were 


obliged to use the same approach to get 
a lease on the bank premises, which 
they chose despite the neighbouring 
DJP headquarters because they could 
not find anything else in the central dis- 
trict — at a time when landlords across 
Seoul are offering special rates on office 
.Space due to an excess of supply. 


Kim says he has encountered simi- 


lar problems with the recently leased 
office of his faction — 35 members of 
the national assembly — from the op- 
position New Korea Democratic Party 


(NKDP). 
They managed to move in, but now 


their landlord is under pressure from 
the police to make them move out. 


The NKDP has had its own problems 
with landlords since it was founded 
early last year. It has been foiled in its 
attempts to find an office in the central 
district, moving from its former office 
in April last year — according to Kim 
Dae Jung they were told to leave by the 
landlord, who had been pressured by 
police. 


E NKDP were able to find a friend- 
ly landlord, Yang Jae Hoon, with 
family connections to opposition poli- 
tics. The building happens to be next 
door to a large police station, and on a 
quiet day has around a dozen plain- 
clothesmen posted around it. 

Yang has had many problems since 
the party entered his building. Other 
tenants have not been paying their rents 
on time and one moved out two months 
ago and another has given notice. The 
rents he is asking now are 25% lower 
than they were a year ago, which he says 
is a greater fall than in comparable 
buildings around Seoul. When police 
surrounded the building in early Feb- 
ruary, when the NKDP started its peti- 
tion for constitutional reform, other 
tenants were also barred from the build- 
ing on several occasions. 

Yang's other tenants complain, he 
says, because police stationed in and 
around the building sometimes stop and 
question visitors and search their bags. 
Yang was sympathetic to the request 
from the CCPD for space, but could not 
take them in because a prime tenant — 
the Bank of Seoul & Trust, which has 
offices on the ground floor — 
threatened to leave if they were allowed 
in. With nowhere else to go, the officials 
of the CCPD keep up their occupation 
of their “new” premises — so far there 
have been no physical attempts to re- 
move them. | Oo 
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Hong Kong's largest hotel 
swimming pool. A Health Spa. 
Spectacular views of the city 
and harbour. The Regent is all 
this. And more. 


the 


Regent 


HONG KONG 


A REGENT ® INTERNATIONAL HOTEL 


AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DÜSSELDORF FIJI. HONG KONG. KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY. 
HONG KONG 3-7211211, TELEX 37134; SINGAPORE 7373555; JAPAN TOLL FREE 0120-001500. 


LI | FIVE weeks ago, i in i diese ai mi ( 1 

. May), I recorded reactions to a foreign 

x bólicy speech by former president 

.* Richard Nixon to the 100th Convention 

Of the American Newspaper Publishers 

Association (ANPA) in San Francisco. 

Since then I seem to have read à great 

. deal in other journals about the. Nixon 
rehabilitation. 

Nixon's analysis was, as I wrote, very 
persuasive — as long as one allowed him 
to. beg some questions, including all the 
mora 
closely into the quality of judgment 
that went into the US exercising its as- 
sumed responsibilities to support, toler- 
ate or depose foreign governments. 
€ THE European reactions to 
Reagan's punitive raids on Libya re- 
dercc HIN US perm who Sup: 









ecated eque. diplomacy" ~ 
ut went on to pan th 
way. One a sugge 
should “give” its *so-c 
| Western Surope to the: 









make didn’ t). He has a ee 
lem, too many of his pers 
aides have turned out to be rotten ap- 


eaze’ PN 


pies, and the man himself may not be- 






Nixonian in his command of foreign-po- 
licy matters, apart from his habit of get- 
ting the names of countries and their 
leaders wrong. But he's got a marvellous 
‘teflon factor’ so the sleaze slides off and 
he somehow rides out his worst boo- 
boos with a really heart-warming grin. 
“But whenever and wherever he de- 
cides to send in the marines, or the US 
Navy or the bombers (and the late sena- 
tor Jacob Javits' War Powers Act allows 
him to commit US troops abroad for up 
to a month without even consulting 
congress), then all you so-called free 
nations better rally round and back him 
to the hilt. Otherwise we'll give you 
away to Moscow. By the way, Thomas 
Jefferson got it all wrong when he scrib- 
bled something about it being a sacred 
and undeniable truth that ‘all men are 
created equal and. independent.’ If you 
are one of our ‘client’ states, boy, you’ve 
gotta go, go, go with Ron. . .” In the cir- 
| cumstances, it's a pity Margaret That- 
 cher's visit to Israel seemed too prompt. 
|. € THE Democrats are belatedly realis- 
ing that their recen lidates (Jimmy 
Ca Walter M e | and Mr rid 
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wanted i to carry a big enough stick. This 
will probably count against Governor of 
New York Mario Cuomo who also ad- 
dressed the ANPA convention. He 
spoke brilliantly of the need for a more 
equitable society, of the shame of wide- 
spread poverty in the world’s richest na- 
tion, of the failures of the education sys- 
tem, of the need for concern. But he was 
speaking to an elite audience, who were 
evidently savouring the good life and his 
rhetoric drew markedly cooler applause 
than did the Man of Watergate. 

€ ANOTHER major speech was given 


. by Mayor Dianne Feinstein who also 
spoke well about her city of San Fran- 


cisco, about the richness of its ethnic 
mix and its role as a West Coast court 
opening on to the world of the Paci- 
fic. I like the ideas, but remain unim- 
pressed. San Francisco is a lovely city. 


| its little (renovated) cable cars do 


climb half way to the stars, hanging in 
the skies over a Golden Gate, which — 
for most of the ships that pass under 
it. — seems to lead to the port of Oak- 
land. 

But the real delights of the city 
seemed to be better hymned by the 


talented singers Tony Bennett and. 


Maureen McGovern than by Mayor 
Feinstein. All the rhetoric about San 
Francisco rising to the challenge of the 
Pacific basin rang somewhat hollow in a 
city which seems even more dedicated 
to--hedonistic pursuits than is Los 


Angeles — its music, its food, its wines, 


the yacht sails in the harbour, Fisher- 
man's Wharf. . . “This is a city with its 
head up its own backside," a local said 
to me. 
€ THE issues which preoccupy the 
olitically minded are local rather than 
acific in scope and reflect the welcome 
the city has given to waves of immi- 
grants — of fellow Americans, East 
Asians, Mexicans and Hispanics — and 
the tolerance of that welcome. The city 
has long been.a haven for homosexuals, 
drop-outs, hippies, welfare bums, mis- 
fits and the whole gamut of refugees 
from. the morals of Middle America. 
And they have taken whole sections of 
the city over. Democracy is always vul- 
nerable to the dedicated activist. Just as 
certain British cities (and trade unions) 
have been taken over by Marxists, so 
San Francisco has fallen victim to pres- 
sure groups working for minority 
causes. Local politics appears to con- 
sist largely of the various claims of 
those crusading for Homosexual Rights 
(no, they're not gay, by any means, in 
the proper sense of that word), or Les- 
bian Liberation, Black Beatitude or 
Hispanic Hysteria. Only the Asians 
scem uninterested, either in such causes 
or in local politics. 
® THE British royals continue to hit 
the headlines, but I rather think that the 


following recent item, spotted by Ian 
t | Corsie and ] Alan Gooch i in the columns j hc 




















of the Indonesian Observer, was a litt 
confused: 


Indonesians fined for 
indecent public 
behaviour 


e KUALA LUPUR, 
- (AP). - The honeymoon 
destination of Prince 
Sar ah 


Andrew and 
Ferguson after their 
wedding in July is being 
ke pt secret, Buckingham 
Palace said  Thumsd 


after the couple 
mitied to hu elt bark. and 
Missing ata p 





The recent visit to Jar an n by Prince 
Charles and Princess Di duly genera 
a “Diana fever" and no doubt hefty pi 
fits for those Japanese firms. qui 
EE to take commercial advantag 
But I doubt whether that was in the 


minds of the seven firms who took out: 
joint ad in the Mainichi Daily Ne 
(which caught the eye of H. G. Reid al ( 
Nick Davies): 3 






We welcome from bottom of our hearts 
Their Royal Highnesses 
The price and Pricess of Wales 


The ad was repeated — correc 
spelled — in the newspaper the ne 
day, with a discreet apology. 
@ IF ] were marketing little s uares 
sponge cake, full of delicious chocola 
cream and orange syrup, I very mu 
doubt if I would dub the delicacie 
“Noah Mash.” Nissin did just that, a 
added the following description on 
package: 

Itis the noble and dainty sponge cake, 
putted cocoa cream tn it 

and dressed up by chocolate and. 
orange jelly. 


e A DELIGHTFUL pamphlet was. d 
livered to foreigners resident in Tok 
recently: 


| For The House Madam 
(13 Let's Make YUKATA / (Shinpie KIMONO) 
Why Don't you were cotin YUKATA? 
after taking your bath It's so comfortable at 
Sultry Summer night. 
bx quite easy to make it. 
f you are interested in this please send your ` 
des 5 ¥60 postage stanp. 


[2] Are There Anyone To Help You WHN An Your 
Work? 


A Household affairs. Onehour 
(a) Shinpte y x1000 © 
(D) Dirty & Hard | 5 — 1500 
(c) repeat work (ironnig etc) — ¥ ¥1 200 

B Babysitter 
(a) Night J x120 
io) Day H X100 

C Attend 
(a) Go out (by train & Dus) p x BOO 

Sightseeing 4 x 600 


Pease Note We can speak a litte Engl $n ory © 
Transportatin fee not included. —- 


‘It’s difficult enough to get home he 
in Tokyo for even shinple tasks. the 
days, to say nothing of. dirty: and 
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_Influence-peddling in the US capital is under fire 
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.| By Nayan Chanda in Washington 


b AG the backdrop of a burgeoning 
| MAUS trade deficit and protectionist 
| Sentiment, the old issue of influence- 


| buying in Washington by foreigners is 


| receiving fresh attention in the US Con- ` 


| gress and the local media. “ 

| . Allegations that some of President 
| Reagan's closest aides have been in- 
| volved in promoting the interests of 
I foreign clients have added a partisan po- 
| litical dimension to the issue. But while 
| the latest flurry over influence-peddling 
| could curb excesses, it is unlikely to 
| make much of a dent in the multimillion 
| dollar growth industry. 

| Aside from growing frustration over 
| the US’ mounting trade deficit, blatant 
| examples of big money buying access to 


| high-ranking government policymakers 






































| the new concern over foreign lobbying. 


| The chief-catalyst for the renewed in- 
| _ terest in foreign lobbying has been re- 
| ports of the lucrative lobbying business 
| of Michael Deaver — an old friend of 
| Reagan and, until May last year, the 
. deputy chief of White House staff — 
| who had allegedly lined up multimil- 
lion dollar contracts with private com- 
Benes and the governments of South 
| Korea, Singapore, Mexico and Canada 
| and aggressively used his access to the 
| White House to lobby for his clients. 
| Other cases being denounced by legis- 
| lators include the hiring of key former 
| US Government officials by Japan and 
| Hongkong to advise them in trade dis- 
| putes with the US. HBS 

| Lobbying is an old institution in 
| Washington. Since 1928, whenthe word 
| “lobbyist” was coined to denote people 
| paid to approach state legislators in the 
E obby of New York's capitol building to 
| influence legislation, lobbying has come 
| to mean a vastly more complex activity 
| .— from collecting information and de- 
| vising strategy to influencing congress 
. and the president. The need for lobby- 
| ing by special interest groups also has 
| grown over the past three decades as the 
| country's decision-making process has 
- become more fragmented with a loosen- 
_ ing of party discipline and the increasing 


4 


| involvement of the congress. 
| With the emergence of US economic 
| and military power and the inter- 
nationalisation of the world's economy, 
| policymaking in Washington has be- 
| come a matter of vital concern to 
| foreign countries — adding a new di- 
. mension to lobbying in the US capital. 
. The Foreign Agents Registration Act of 
. 1938, originally enacted to identify US 
k Citizens propagandising for foreign prina: 
| cipals, has lost its former stigma, with» 
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| and inside information have touched off . 
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many of the country's most successful 
public-relations companies and indi- 
viduals becoming "foreign agents." 
Since most countries — with the ex- 
ception of countries such as Israel and 
Greece, which have influential indigen- 


ous support for their causes — cannot - 
count on any constituent pressure to in- 


fluence policymaking, they need to rely 
on paid lobbyists, consultants and pub- 


lic-relations men to promote and pro- 


tect their interests in the US. 
Promotion of these interests not only 
requires access to key congressional 
leaders and decision-makers in the 
White House, but a clear understanding 
of the complex policymaking process, 
information and analysis of issues that 
could affect these interests. The task is 


complicated by an electoral system that - 


brings some 6,000 often new political 
appointees to key policymaking posi- 
tions every four to eight years. 

In the 1940s and 1950s, a handful of 
powerbrokers in congress and key 
White House officials decided policy. 
People involved in security and trade 
policy were even smaller in number 
then. Now, in addition to a vastly larger 
government bureaucracy, there. are 
close to 40 congressional committees 
that can influence foreign-policy issues. 

The complex and fast-changing web 
of personal and institutional relation- 
ships that determine policy in Washing- 
ton are best understood by insiders and 
one-time policymakers. Ironically, the 
same infamous “Washington revolving 
door" of political appointments that 
keep the key players changing and con- 
fuse foreigners also maintains a steady 
flow of people from government to the 
private sector — especially in the con- 
sultancy and lobbying industry, where 
foreign governments and companies 
can buy their knowledge and skills. Be- 
sides, a large number of congressmen 
and senators — 300 by a current esti- 
mate — stay on in Washington at the 
end of their legislative careers to work 
as lobbyists, selling their connections 
and expertise. 

Foreign demand for lobbyists and 
consultants has surged in recent years às 
the US economy has emerged as the en- 
gine of worldwide growth, soaking up a 
large portion of manufactured products 
from Japan and the newly industrialised 
countries of Asia. In the past, the princi- 
pal activity of the embassies of these 
countries was to maintain contact with 
key congressmen and officials of the 
State and Defence departments to en- 


sure continuing US economic and secu- 
rity sup om 
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The Capitol: hub of a growth industry. 












While for Pakistan, Thailand, the 
Philippines, South Korea and especially 
Taiwan, continued security ties and as- 
sistance remain important lobbying ob- 
jectives, economic issues have come to 
dominate their agenda. “Foreign lobby- 
ing in Washington," says Ronald Morse 
of the Washington-based Woodrow 
Wilson International Centre for Scho- 
lars, “is a reflection of the magnitude of 
the US economy." Some 37% of 
Japan's exports, about half of Taiwan's 
and about 40% of South Korea's goes to 
the US. It is not surprising that in recent 
years the entire Japanese lobbying ef- 
fort and most of South Korea's lobbying 
has been directed at keeping the US 
market open. 


C arl Green, a Japanese-speaking law- 
yer representing Japanese industry 
groups, said: "Asian clients are con- 
stantly under protectionist threat. They 
need to know what is going to hit them 
next. It is true Japan spends a lot of 
money on lobbyists and lawyers, but 
99.5% of it is defensive." 
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EST AGENTS IN WASHINGTON _ 
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: m of agents). 
: e srl IM 


: [Pakistan (2) 


| Philippines (9) 
- Singapore (9) 
Colby Bailey, Werner and 
spain post and Co. Inc. | 
Gray and Co. 


Kore (39) 
| Economic Research Corp. 
| Assn) 


international Business and 
(Korean Traders Assn.) 
| Taiwan (23) 
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| “Liberation” of Laos 
from Vietnamese 

























US" successful flee publié. officials. = 
from former senate foreign relations 
committee chairman Frank Church to 
former director of the CIA, William 
"Colby. Japan also remains the biggest 
foreign employer of lawyers in the capi- 
tal, where there are more lawyers than 

. in the whole of J apan.. 
What riles many Americans more 

_ than the number of Japan's hired agents 
|! and the amount of money the Japanese 
spend on buying influence, is Japan's 
success in finding officials with valuable 
inside knowledge to work for Japanese 
firms. They include::former US trade 










Robert Strauss; former deputy trade 
representative Harold. Malmgren; 
former attorney at the. US Trade Rep- 
resentive Office Eric. Garfinkel, and 
former Reagan national secan adviser 
Richard Allen. E 

| A tradition of hiring such people has 
| been built up over many years, and it 
Z has becom a matter of course for. a 
. former US: Go | official, 
rel ed position, 












representatives William Eberle and. 
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law firm advising Japanese corpora- 
tions. | 

While Japanese lobbying is almost 
exclusively related to economic issues, a 
recent exception was when Japan's rul- 
ing Liberal Democratic Party (LDP) 


"hired for.a fee of US$246,000 the in- 


fluential public-relations firm Gray and 
Co. to manage the Washington trip of 
LDP vice-president Susumu Nikaido. 
The firm is led by a close friend of Rea- 
gan, Robert Gray, and a former chief of 
staff for. Vice-President George Bush, 
retired admiral Daniel Murphy. 


he firm has been credited with train- 

ing Nikaido on how to field press 
questions and is said to have arranged a 
meeting with Reagan. However, the Ja- 
panese Embassy claims it arranged the 
White House meeting and independent 
Observers say that notwithstanding the 
help of Gray and Co., the trip was a 
public-relations disaster. 

Until very recently, South Korea has 
taken a low-profile approach to lobby- 
ing. While a 1977 scandal involving South 
Korean entrepreneur Tongsun Park's 
attempt to bribe congressmen virtually 





- The power brokers: page 40 


ended the South Korean lobby at that. 
time, Seoul has slowly returned to the 
Washington lobbying scene in the face. 
of the growing US protectionist threat. 

One of its first efforts — aimed at re- 
E credibility — was to set up in- 

1982 the Korea Economic Institute of 
America (KEIA), similar in structure to. 
the respected Japanese-financed Japan 
Economic Institute. Run by two former. 
US diplomats and a former congres- 
sional staffer, the KEIA provides eco 
nomic data and analysis on South Korea : 
and arranges informational visits to the 
country for congressional staffers and. 
other public officials and businessmen. - 

Since 1984, South Korea has increas 
ingly relied on established public-rela 
tions and law firms with close links te 
the Reagan administration. It has f 
lowed the Japanese lead in hiring Gr. 
and Co. to improve South Korea's 
image and lobby for maintenance of. 
tariff benefits under the Generalised 
System of Preferences. | 

South Korea's most ambitious lobby 
ing venture, however, has turned ou 
badly. In October last year, the Interna 
tional Cultural Society of Korea signec 
a^US$475,000 annual contract wit! 
Deaver to “develop a strategic plan tc 
target key eo of the American put 




























prove all phases of the communications 
plan with an aim to improving US public 
awareness and understanding of the Re- 
public of Korea and its system, includ- 
ing the 1988 Olympic Games to be held 
in Seoul." But with Deaver now being 
investigated for possible violations 
under a government ethics code, the 
aims of the contract are in doubt. 

Another of Deaver's lucrative con- 
tracts — valued at US$250,000 — with 
Daewoo Corp. to help settle a US$25 
million customs fraud case, also seems 
not to be working out. Despite an as- 
tonishing number of high-level contacts 
made by Deaver with Treasury Depart- 
ment officials, the fine imposed by the 
US Customs Service is expected to 
reach perhaps US$11 million. 

Deavers other important Asian 
client, Singapore, pulled out of a plan- 
ned contract which would have given 
Deaver US$250,000 a year plus ex- 
penses for promoting Singapore's trade 
with the US. A draft agreement with 


A registry of 
power brokers 


Lobbyists in Washington 
must report activities 


| n 1938, when World War II was loom- 
ing, the US Foreign Agents Registra- 
tion Act was passed into law to prevent 
covert foreign political influence — 
then aimed at Nazis and Bolsheviks — 
and espionage. The act, which obliges 
persons and companies to disclose any 
connections with foreign governments 
or other foreign principals and any fi- 
nancial gains from such relations, has 
since become an anachronism. 

Many of those who now file the re- 
quired half-yearly report to the criminal 
division of the US Justice Department, 
detailing their contacts with US officials 
and private citizens on behalf of their 
foreign clients, are often the country's 
brightest lawyers and most successful 
government and political figures. 

Justice Department records are 
open to the public, and this is how the 
activities of Michael Deaver came to 
light. The records show which Reagan 
administration officials were ap- 
proached by the former deputy chief of 
White House staff on behalf of his South 
Korean client, Daewoo Corp., and even 
how much money he spent on a lunch 
for Daewoo's president who was in 
Washington to meet senior US officials. 
The meeting list of officials Deaver had 
prepared for Daewoo's president, 
which included US Secretary of State 
George Shultz and US Trade Represen- 
tative Clayton Yeutter, read like a page 
from Deaver's appointment schedule 
when he was running the show at the 
White House. 


Saw Bo Mya (centre) and Karen colleagues: 


Singapore filed with the Justice Depart- 
ment stated that Deaver would “alert 
the client when either the congress or 
the adminstration entertains a policy in- 
itiative which would be materially detri- 
mental to the client's economic or politi- 
cal interests . . . [and] design strategies 
to counteract the initiatives . . ." Deaver 
was also to help in "discussion and 
negotiation of a free-trade area between 
the client and the government of United 
States." 

In January, Deaver visited Singa- 
pore to discuss his role with Singapore 
officials and, up to March, he held 
meetings with several senior US offi- 
cials, including US Trade Representa- 
tive Clayton Yeutter, on Singapore's 
behalf. But in April, in the face of 
mounting criticism of Deaver's activi- 
ties, Singapore cancelled the proposed 
agreement — though the official reason 
for the cancellation was given as budget- 
ary constraint. 

Hongkong, though a minor player in 


the lobby game, has come under criti- 
cism for its links with another contro- 
versial lobbiest. Democratic congress- 
woman Marcy Kaptur, who has been 
pressing for congressional intervention 
in restricting foreign lobbying, has 
charged that Wally Lenahan — a former 
deputy assistant secretary of commerce 
for textile and apparel who was prepar- 
ing to lead the US team to a Multi-Fibre 
Arrangement (MFA) meeting — re- 
signed from his post just days before his 
departure and went to work for a firm 
that represents many textile-producing 
countries. 


| open was even said to have 
showed up at the MFA meeting in 
Geneva as an adviser to the Hongkong 
team. “I wonder,” Kaptur told a con- 
gressional hearing, “whose side he was 
on when he worked for the US Govern- 
ment? This is a flagrant abuse of oppor- 
tunity to serve in the US Government." 
Under former Philippine president 
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The Justice Department records also 
reveal some vignettes of modern history 
that would otherwise go unnoticed. For 
example, how else would anyone dis- 
cover that a certain Bee Moua, from 
Westminster, Massachusetts, is a regis- 
tered agent for the Ethnic Liberation 
Organisation of Laos, which *seeks in- 
ternational support for the freedom of 
Laos from Vietnamese and Russian ag- 
gression”? 

And where else could one find the 
Bangkok address of the elusive anti- 
Vietnamese Democratic Kampuchea 
coalition government? The records also 
show that Abdul Gaffar Peang-Meath, 
a resident of Germantown, Maryland, 
and a key figure in the recent political 
infighting with the Khmer People’s Na- 
tional Liberation Front (one of two non- 
communist coalition factions) is a regis- 
tered coalition government agent. 

The most poignant story revealed in 
the Justice Department's records may 
be that of an aborted nationhood. Ac- 


UN ambitions. 


NOUNG LINTNER 





cording to the records, New York City 
attorney Anthony Lederer had signed 
an agreement in 1983 to represent the 
Karen Provisional Government, a Bur- 
mese Shan state rebel group, whose ad- 
dress was given as Ban Noi, Thailand. 

In May 1983, the records show, Le- 
derer received an advance of US$5,000 
against travel expenses and visited Thai- 
land to talk to his foreign principal, Saw 
Bo Mya, president of the Karen Provi- 
sional Government. Later that year he 
was paid a US$1,325 fee for work in 
helping the government in its efforts to 
gain admission to the UN and for pre- 
liminary drafting of a constitution. 

The Karen Provisional Government 
later took a new name — the Govern- 
ment of Kawthoolei — and in January 
of this year abandoned its UN ambitions 
when Lederer terminated his role as 
agent after reporting that the Kaw- 
thoolei government had not paid him 
US$2,000 for services rendered. 

— Nayan Chanda 
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‘lobby ing efforts last year from. cono- 
fic issues to political image-repair in 
“the face of growing | international aware- 
“ness of the country's economic, corrup- 
tion and insurgency problems. One of 
Washington’s high-powered public-re- 
lations firms, Black, Manafort, Stone 
and Kelly Co., considered to have good 
ties with the Reagan administration, 
was retained in mid-November ` for 
nearly US$1 million to spruce up the 
government's image. ———— 

However, the firm’s efforts with con- 
gress and the media could not stem the 


groundswell of American criticism that . 
was unleashed by well-publicised elec- 


toral-fraud allegations surrounding the 
country’s February presidential elec- 
tion, which eventually led to Marcos’ 
downfall, 

` Although Taiwan's fathous “China 
Lobby” suffered a serious setback with 
the end of US diplomatic ties with 
Rig a in 1979, the SIPOFOHIUAS Com- 
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23 May. Tung cade : pilo chained and 
handcuffed him to prevent him from in- 
terfering, while Ch 
struggle but then. 








ted for fear of 







cluding 
tion 


Frer general Tis eh ming. 
CAL chairman Wu Yueh and president 
Chi Jung-chun, submitted their resigna- 
tions later the same day to take “ad- 


ministrative responsibility" for the inci- 
dent. Ministry of “Communications 
sources indicated that the resignations 
of Liu and Wu were likely to be ac- 
cepted, but that Chi; who was only ap- 
pointed to his post two" months ago. 


would be asked to s 





















"The fate of the C; tficidls must in 
theory be decided by the airline's board 
of f directors. Howeve ‘the board rarely 






in declined 





aid he began to 


o ‘reveal. the 






semi-official mission in Washington, 


strong support for continued US secu- 


fo th Amena. 


has had quiet success in maintaining 


rity ties with the island. This has been 
achieved through the direct efforts 
of Taiwan by publicised purchases of 
American products from the home 
states of friendly congressmen and sena- 
tors and through quiet diplomatic lobby- 
ing and the sponsoring of trips to Taiwan 
for influential officials. 

Despite expressions of outrage by in- 
dividual congressmen and investiga- 
tions currently under way into Deaver's 
lobbying activity, there is little support 
in congress for a proposal to stop public 
officials from becoming lobbyists for 
several years after they leave public of- 
fice. Lobbyists against such a move and 
the vested interest of many in maintain- 
ing the lobbying industry — not to men- 
tion the legitimate need for the industry 
— will make it difficult for such propo- 
sals to make any headway. n 
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the air force. 


A CAL spokesman said the airline , 


would probably bring legal proceedings 
against Wang, and the Taipei District 
Court said it was beginning investiga- 
tions that would likely result in hijack- 


ing charges against the pilot, who has re- 


mained in China. 
"A major unanswered question con- 


-cerned what kind of prior arrangements 
Wang may have made with the Chinese 
| authorities 


| hefore he diverted the air- 
craft. to Canton. Tung quoted him as 
saying during the flight that. he had 
"planned this for a long time," but both 
Tung and Chiu refused to go into any 
more detail publicly about what else 
Wang may have said. 

The local press in Taipei has report- 
ed that Wang was disgruntled with the 
CAL management because he felt he 
had been passed over for promotion, 
while classmates from the Air Force 
Academy whom he considered less- 
qualified were serving in positions of au- 
thority above him. This fits in with the 
picture of CAL's internal affairs pre- 
sented by several sources, who describe 
it as an organisation influenced largely 
by personal and political connections, 

In any case, professional difficulties 
provided a more compelling explana- 
tion for his decision to go to China than 
those he had cited publicly i in Peking — 
including political corruption, bad traf- 


fic, and the presence of too many: secu- 
itv pol | 
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top officers are generally seconded from 
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Two students held 
on political charges 


By A Correspondent 


wo Peking university students ar- 

rested in April have been identified 
as Zhang Xiaohui and Li Caian, both 
second-year historv under graduates. : 
Charges against the two students in- 
volve alleged attempts to form an illegal 
political organisation at the universit 
said students who were briefed on t 
affair at departmental meetings held i 
late April. University authorities con- 
firmed that two history students have 
been arrested, but said they were un 
clear as to whether the students ha 
















Students in Tiananmen Square 
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last year. 
Leaflets bearing the name "Young 
Marxist Faction" were circulated cl 
destinely on the campus in October and 
November, following student demon 
trations last September at Peking 
Tiananmen Square and e elsewhere - 
China, protesting what was termed a 
“Japanese economic invasion" of Chit 
and poor student living conditions. Or 
leaflet criticised Marxism and called f 
more democratic freedoms, student w 
nesses said. | 
Another leaflet allegedly advo 
violent action at demonstrations - 
ned for 9 December, commemor 
anti-Japanese student demonstra 
in 1935. Party leaders held a series : 
meetings with students througho 
China following the September der 
onstrations, and the 9 December a 
niversary passed. without incide 
(view, 19 Dec 98). 


































pelled from the university in late De- 
cember, said student sources, who be- 
lieve that the expulsions were linked to 
participation in the September demons- 
tration or involvement in preparations 
for the aborted 9 December protest. 


However, university officials said there. 


had been no expulsions related to last 
year's demonstrations. *Some students 
are expelled every year for academic 
reasons or violating university regula- 
tions," a spokesman said. 

Authorities acted against the Young 
Marxist Faction after receiving informa- 
tion from a non-student who had been 
involved in the group, students said. 
This person arrived at the campus from 
Anhui province in September, students 
say, and posed as a freshman, attending 
classes and living in student dor- 
mitories. He had been turned in by 
other students and arrested for stealing 
bicycles in December. 


he charges against the two students 

apparently deal only with the forma- 
tion of a clandestine political organi- 
sation and not the expression of cri- 
ticism, which in theory is provided 
limited protection under Chinese law. 
Thus, the arrests may be designed in 
part to clarify the line between accept- 
able and unacceptable dissent. This ap- 
proach is consistent with the restrained 
and conciliatory approach adopted by 
party officials in their meetings with stu- 
dents after last September's demonstra- 
tions. 

Students who discussed the case with 
the REVIEW called the attempt to or- 
ganise a clandestine political group at 
the university “dangerous,” and “reck- 
less.” Even those students who express- 
ed sympathy with the group's an- 
nounced aims of expanding democratic 
rights in China, were critical. “They 
should have worked within the system," 
one student said. 

Meanwhile, 25 foreigners and three 
Chinese women were besieged for five 
hours by several hundred Chinese stu- 
dents at Tianjin University on 25 May, a 
Reuter correspondent involved in the 
incident said. The students said that 
seven Chinese had been assaulted. The 
students threw rocks and bricks at a din- 
ing hall where a dance had been in pro- 
gress, smashing the windows and 
slightly injuring four foreigners. 

The foreigners, mostly Arab or Afri- 
can students, but also including Ameri- 
can and European teachers, were es- 
corted from the building after police ar- 
rived. 

During the ordeal many had hidden 
for several hours behind a wooden bar 
and in adjoining rooms to escape the fly- 
ing bricks and stones. The dining hall 
was littered with broken shards of glass, 
bottles and the remnants of a broken 
chandelier. At one stage the students 
offered to call off their attack if those ac- 
cused of assault were handed over to the 
police. Oo 
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Punjab violence grows 


Sikh gunmen kill 11 in attack on bazaar 


By Salamat Ali in New Delhi 


W ith increased Sikh terrorism, signs 
of a Hindu backlash and the 
gradual erosion of the power of the state 
government, Punjab is now facing the 
intractable sort of sectarian violence 
that exists in Northern Ireland. In an 
operation lasting 10 minutes on 21 May, 
Sikh extremists shot dead 11 Hindu 
shopkeepers and seriously injured 
seven others in a bazaar in Amritsar, 
home of the Sikhs’ holiest shrine, the 
Golden Temple, but inhabited by a 
Hindu majority. 

The Sikh terrorists appeared in the 
bazaar at about 10 p.m., 
showered the Hindu shop- 
keepers with bullets from au- 
tomatic rifles and revolvers 
and escaped in two cars. 
About two hours before the 
attack, Sikh shopkeepers in 
the area closed for the day 
and went home. After the 
shooting, angry Hindu mobs 
set fire to two Sikh shops and 
two cars before police arrived 
on the scene to restore order. 

A protest strike next day, 
called by the militant Hindu 
organisation Shiv Sena, 
brought Amritsar to a virtual 
standstill. The strike re- 
sulted in the stabbing of nine 
Hindus and Sikhs and several 
cases of arson. Arson was 
also reported in Jalandhar, 
Punjab's commercial and in- 
dustrial centre, about 100 
km southeast of Amritsar. 

At a Punjab cabinet 
meeting on the day of the 
strike, several ministers said 
that they believed the attack 
on the bazaar was pre-planned and ap- 
parently part of the overall strategy of 
Sikh militants aimed at forcing an 
exodus of Hindus from Punjab by 
mounting terrorist attacks in the cities. 
Hindus form the majority of the popula- 
tion in the largest of Punjab's cities, 
while the Sikhs predominate in the rural 
areas. 

Since security forces stormed the 
Golden Temple on 30 April to dislodge 
militant Sikhs demanding their own 
state, hardly a day has passed in Punjab 
without the terrorists taking their daily 
toll on lives. For instance, four Hindus 
were dragged from a bus on 7 May near 
Amritsar and shot dead in cold blood. 
Since the raid on the temple there has 
also been a weakening of the authority 
of the Punjab government of Chief 
Minister Surjeet Singh Barnala, who or- 
dered the attack. 





Barnala argued after the latest kill- 
ings that the terrorists were feeling iso- 
lated after being flushed out of the 
Golden Temple, but acknowledged that 
they had gained impetus from the major 
split within his Akali Dal party. On 8 
May, 27 Akali Dal members of the state 


legislature formed their own party in 


protest against the raid on the temple 
(REVIEW, 22 May). 

The terrorist attack on the Amritsar 
bazaar followed reports in local news- 
papers of a massive operation through- 
out Punjab in which police said they ar- 


rested several hard-core terrorists. 
However, after the Amritsar killings, 
the head of the police in Punjab drew a 
parallel with continuing terrorism in 
Northern Ireland and said that it might 
take a long time to control the situation. 


he waning credibility of Barnala's 

government has not been enhanced 
by his appearance before high priests of 
the Golden Temple on 17 May to explain 
why he ordered it to be stormed. In their 
judgment, the priests tacitly accepted 
his reasons for mounting the raid, told 
him not to do so again and ordered him 
to dust the shoes of visitors to a Sikh 
temple as part of à week-long penance. 

While carrying out his penance, Bar- 
nala said that he hàd done no wrong and 
that his action had been vindicated by 
the high priests’ judgment. He drew a 
fine distinction between his role as the 





chief administrator of Punjab and his 
duties as a devout Sikh. This made 
others raise some logical questions. The 
crux of what he was asked, and what he 
could not answer satisfactorily, was 
whether he would order another raid on 
the Golden Temple if the extremists re- 
turned. 

The Golden Temple is still occupied 
by armed police, but they are allowing 
free access to Sikhs. However, there is 
increasing pressure on Barnala to with- 
draw the police. The Akali Dal rebels 
are touring Sikh temples in Punjab de- 
nouncing his government. They have 
also threatened to start a prayer 
marathon at the temple in protest 
against the continued presence of the 
police, unless they are withdrawn im- 
mediately. Barnala is unlikely to com- 
ply, however, before recruitment of 
1,500 ex-servicemen to guard the shrine 
is completed by its management com- 
mittee. 

Meanwhile, Barnala proposes to 
counter the dissidents with a mass con- 
tact campaign. It was scheduled to start 
on 26 May from his home district of San- 
'grur in southern Punjab, which has suf- 
fered far fewer acts of terrorism than the 
north of the state. He proposed to hold 
one conference in each district to ans- 
wer the "false and baseless prop- 
aganda" of the dissidents. 

The terrorist raid in Amritsar 
shocked New Delhi, which after the kill- 
ings alerted various state governments 
to guard against a possible Hindu 
backlash. Prime Minister Rajiv Gandhi 
told a deputation from the Federation 
of Punjab Small Industries Association 
that the central government was taking 
precautions to check terrorism. He ad- 
vised them not to panic or flee Punjab 
and promised to announce incentives to 
mitigate their nar 

Sikh terrorism, so far, has caused no 
more than a minor exodus of Hindus 
from the rural Sikh heartland along the 
border with Pakistan. Both the central 
government and that of Punjab are try- 
ing to persuade refugees in New Delhi 
and Haryana state to return, but with 
little success as yet. But if this trickle 
turns into a torrent over the coming 
weeks, New Delhi may be left with no 
option other than to unleash the Indian 
army, irrespective of the risks involved. 

During a visit to Amritsar after the 
terrorist attack, deputations from vari- 
ous parties suggested to Barnala that 
the army be used in anti-terrorist opera- 
tions. Hinting at possible acceptance of 
the proposal, Barnala said that it is not 
"an easy matter and will create many 
complications, but. such suggestions 
cannot be discarded either." 

No one doubts that the army can play 
an effective counter-insurgency role in 
Punjab. But following the first storming 
of the Golden Temple in Operation 
Blue Star in June 1984, there were sev- 
eral mutinies by Sikh soldiers in differ- 
ent commands. | Oo 
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No more right to know 


Government seeks to withhold inquiry reports from the public 


By Mohan Ram in New Delhi 


he Indian Government has assumed 

the power to withhold reports of 
commissions of inquiry from parliament 
and state legislatures — a move which, 
in effect, means such reports can be 
kept secret from the public. The cir- 
cumstances and haste attending the 
move suggests the government may 
have something vital and immediate to 
suppress, and it raises doubts about 
Prime Minister Rajiv Gandhi’s commit- 
ment to an open society. 

The central and state governments 
can order inquiries into any matter of 
“public interest” under the Commis- 
sions of Inquiry Act of 1952. Such com- 





Lekhi: no evidence of conspiracy. 


missions can summon witnesses and 
call for documents but cannot enforce 
their findings; it is for the government 
concerned to pursue them. It is a statu- 
tory obligation for the appointing au- 
thority to place such reports, together 
with a memorandum on action to be 
taken, before parliament or the appro- 
priate state legislature within six months 
of the report’s completion. 

On 15 May, Gandhi’s government 
assumed the new power in what it said 
was the interests of the country’s sover- 
eignty and integrity, friendly relations 
with foreign states and in the public in- 
terest. An ordinance to this effect was 
issued immediately after the two houses 
of parliament had adjourned, but it has 
to be ratified by parliament within six 
months. Ratification is expected, as the 
ruling Congress party dominates both 
houses. 


The apparent urgency behind the 
move is intriguing. A reasonable infer- 
ence is that the government acted to 
forestall a demand for publication of 
Justice M. P. Thakkar’s inquiry into late 
prime minister Indira Gandhi's assassi- 
nation in October 1984. The demand 
was made on behalf of Satwant Singh 
who, along with Kehar Singh, was con- 
victed in connection with the assassina- 
tion of Mrs Gandhi and sentenced to 
death, though the verdict is being ap- 
pealed. Their lawyer, P. N. Lekhi, says 
that the Thakkar commission found no 
evidence of conspiracy to kill Mrs Gan- 
dhi and that these findings were vital 
to prove Satwant Singh’s inno- 
cence. 

Thakkar submitted his final re- 
port to the government in February 
and it was to have been presented 
to parliament by the end of August. 

Meanwhile, another commis- 
sion, under the direction of Jus- 
tice Ranganath Misra, is looking 
into the anti-Sikh riots in New 
Delhi and elsewhere that followed 
Mrs Gandhi's assassination. The 
Misra inquiry was a belated and re- 
luctant response to public demand 
for one, following allegations that 
the riots were engineered and di- 
rected by certain Congress party 
elements while police looked on 
passively. A joint probe by two 
civil-rights organisations impli- 
cated several prominent personal- 
ities in the party. 

The assassination and the riots 
that followed created a feeling of 
helplessness and panic among the 
general public and were said to 
have heavily influenced the out- 
come of the December 1984 gen- 
eral election. Rajiv Gandhi, Mrs 
Gandhi's son, won a landslide victory — 
legitimising his succession. 

While the new ordinance might serve 
the immediate ends of the government 
by denying the public facts about the as- 
sassination — and perhaps the riots too 
— the long-term implications are seri- 
ous. Instead of using the new powers 
sparingly, the government might be 
tempted to invoke them to suppress any 
or every report, which would mean in- 
quiries would be reduced to empty exer- 
cises. 

At stake is the public's right to 
know because a report cannot become a 
public document unless it is presented 
in parliament or a state legislature, or 
is submitted as evidence in a court. 
The opposition is planning a coordi- 
nated campaign against the ordinance, 
while the media is also speaking out 
against it. 
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For our eyes only 


Reporters see terrorists' carnage but not army operations 


By V. G. Kulkarni in Colombo 

he Sri Lankan Government has in- 

tensified its military operations 
against Tamil insurgents, while leaving 
the door open for a negotiated settle- 
ment of the ethnic conflict which has 
grown increasingly violent in the past 
three years. 

Colombo’s fight-while-you-talk stra- 
tegy has put the Tamil guerillas on the 
defensive in the northern Jaffna penin- 
sula — where they have had a free run 
for more than a year but the rebels 
have begun hitting back in the Eastern 
Province, which is likely to witness 
more bloodshed in the coming months. 

The cycle of violence has taken an in- 
evitable toll of civilian lives and prop- 
erty — mostly involving the minority 
Tamils — raising the prospect of the In- 
dian Government calling off its media- 
tory efforts to find a political solution. 
Following the visit of a high-level Indian 
delegation to Colombo in early May, 
New Delhi sensed some minor progress 
in the negotiations. But soon after, Sri 
Lankan leaders began talking tough 
about putting an end to the insurgency 
through military action (REVIEW, 29 
May). 

To indicate they were not satisfied 
with the talks, the rebels blew up an 
Air Lanka passenger jet during the In- 
dian team's stay in Colombo, and less 
than two weeks later security forces 
launched their own offensive in Jaffna 
on 17 May. The authorities appeared 
bent on keeping the whole operation 
under wraps — its objective and scale — 
with reporters, both foreign and local, 
not allowed to cover it from the scene of 
action. 

Officials claimed they could not 
guarantee the safety of reporters in the 
Northern Province. However, a few 
weeks earlier reporters were allowed 
into Jaffna even as two rival guerilla 
groups clashed, resulting in more than 
100 deaths and 22 camps of one of the 
groups being destroyed. Obviously, the 
government wanted to gain propaganda 
mileage by showing the brutality of the 
rebels to the foreign media, while con- 
cealing the damage caused by its own 
operations. 

The political imperative for the of- 
fensive was obvious: the rebel bombing 
at the Colombo airport, which was fol- 
lowed by another bombing at the cen- 
tral telegraph office in the capital, had 
to be avenged to reassure the Sinhalese 
majority. The government must also 
have felt that the time was ripe to hit the 
rebels in the wake of their fratricidal 
clashes. 

As the operation slowed down after 


about a week, its military objective also 
became clear. The forces wanted to and 
did succeed in securing the Karainagar 
naval base and the Palaly airfield, both 
at the northern tip of the Jaffna penin- 
sula, from future harassment by gueril- 
las. The third objective of clearing the 
major roads in the densely populated 
Jaffna district appeared to have been 
only partially successful. In any case, it 
is not too difficult for the rebels, who 
enjoy the support of the overwhelm- 





ingly Tamil population, to lay land- 
mines again. 

Although official sources initially 
played down resistance by rebels, de- 
fence spokesmen had to concede that 
aerial bombing and strafing had to be 
resorted to in the heart of Jaffna city, 
barely a few hundred vards from the 
military camp in the Jaffna fort. Bomb- 
ing and naval shelling also occurred in 
coastal villages and in the region of Val- 
vettiturai, south of the city. 


affna residents told the REVIEW 

that à hospital in the city, already 
lacking oxygen and blood supplies, was 
damaged in the fighting on 19 May, 
killing several patients and injuring 
many others. Two days later the state- 
owned TV showed a picture of the hos- 
pital standing intact, but officials had 
to admit later that the building had to 
be strafed as guerillas took shelter in 
it. 

The major damage, it was claimed, 


was caused by malfunctioning rockets 
fired by the rebels themselves. As gov- 
ernment propaganda lacked credibility 
— some reports of bombings appeared 
even in the pliant local press — the au- 
thorities replaced the spokesman of the 
Defence Ministry’s Joint Operations 
Command. 

Meanwhile, the rebels had also 
been active in the Eastern Province. On 
the night of 21 May, they blew up the 
country’s second largest cement plant 
at Trincomalee, which is also a major 
naval base. The plant, a US$20-mil- 
lion joint venture with Japan’s Mitsui 
Mining, is likely to be out of commis- 
sion for several months. The Eelam 
Revolutionary Organisation, a separat- 
ist group, warned from its sanctuary in 
the Indian city of Madras that similar 
attacks could be launched against other 

multinational enterprises in Sri 
Lanka. 

During 23-24 May, as Sinhal- 
ese Buddhists were celebrat- 
ing the festival of Vesak, the 
rebels also attacked at least 
three villages in Trincomalee 
district, killing 20 Sinhalese in- 
cluding children. The authori- 
ties promptly flew journalists 
from Colombo to the Eastern 
Province to tour the scene of the 
killings. Tamil sources claim that 
in another village in the area, 
security forces on 23 May kill- 
ed 19 Tamils and destroyed 40 
houses, though no independent 
confirmation of the incident was 

» available. 

The Eastern Province, where a 
delicate balance among Hindus, 
Muslims and Buddhist Sinhalese 
exists, has seen ethnic clashes 
and killings in the past. The 
Tamil rebels claim the govern- 
ment is settling more Sinhalese in 
the area to alter the ethnic com- 
position in an attempt to erode 

Tamil claims that the north and the east 
are their traditional homelands. 

The spiral of violence and counter- 
violence, especially the aerial bombings 
by the armed forces of populated areas 
in the north has drawn a strong reaction 
from New Delhi. While the government 
has admitted to a few civilian casualties 
— mainly among those harbouring 
rebels — residents in the north claim 
more than 100 innocent deaths. Soon 
after the first bombings in Jaffna, New 
Delhi expressed its concern through its 
High Commissioner in Colombo J. N. 
Dixit. President Junius Jayewardene 
has given his government's version of 
the operations to Dixit who, in turn, has 
conveyed New Delhi's view that if the 
military operations do not stop, Indian 
efforts for a negotiated political solution 
will be jeopardised. 

Jayewardene has countered that Co- 
lombo will halt its military actions only 
if the rebels cease:their attacks — a very 
unlikely contingency. Oo 
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corporate institutions, Competition to hs finance to 
the multi-national companies is particularly fierce with 

the result that margins remain tight. However, our 
experience shows that good business opportunities in this 
sector will continue to be available and we are poised to 
take full advantage of the emerging deregulated markets in 
1986. Additionally, we are widening our customer base to 
include carefully selected medium-sized companies in 
overseas markets where we have built up a thorough 


understanding. 





& Innovation has beenthe Tem of our foreign 
exchange and money market operations.1985 was notable 
fora strong contribution from our traditional treasury 
activities and ourincreasing involvement with new financial 
instruments such as interest/currency swaps and options 
and future rate agreements. 


& The National Westminster Group is well established in 
tlie main financial centres of the Far East with branches _ 

in Hong Kong, Singapore and Tokyo and a representative 
. office in Kuala Lumpur. Our network places us in à strong 
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position to meet the growing needs of our customers - 
in Asia. | j 
& Alongside our traditional business in this region, our. 
strength in the capital markets area isevidencedby = 
securities trading and investment management in Hong 
Kong through County Asia Securities and County Asia 
Investment Management (subsidiaries ofour wholly owne 
merchant bank County Bank, which also hasa . 
representative office in Tokyo). We are looking to incre 
our involvement in Tokyo which we recognise as a vital | 
link in our worldwide capability. | = 
@ The National Westminster Group! is also represented 
the Far East by other subsidiary companies; in Hong Kon 
through National Westminster Bank USA, and in ier 
through HandelsBank NW. 
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£ milon : US $million 


Capital and Reserves 2985 
Pre-Tax Profit 804 
Total Assets 72,468 


Rates operative at 31st December 1985 
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Obsessed with exams 
whatever the price 


By lan Buruma in Tokyo 


apanese sometimes seem obsessed 

with education. Almost every social 
problem is blamed on education, as in- 
deed Japan's success is credited to it. 
There is much to be proud of, and given 
the recent frequency with which child- 
ren jump from high buildings, much to 
worry about. About 95% of Japanese 
receive a high-school education. About 
35% go on to university or college. Ja- 
panese children, according to the kind 
of surveys Japanese institutions seem to 
love, invariably score higher than child- 
ren anywhere else in such subjects as 
mathematics and science. Well-re- 
spected authors and commentators are 
so impressed by the Japanese education 
system that they tell us — us non-Japan- 
ese, that is — to emulate it. 

Why is it, then, that the Japanese 
themselves are always moaning about 
their school system? Education is one of 
the eternal mondai or “problems” of 
modern Japan. One cannot criticise it 
enough; Japanese will always find more 
reasons why the system is rotten. Edu- 
cational mondai come and go in various 
forms and different solutions are 

eriodically proposed. The latest prob- 
em, which has been around for more 
than a year now — a long time for one 
mondai — is school bullying or ijime, 
which has resulted in a rash of suicides. 
The latest proposal for reforms was pre- 
sented at the end of April. 

None of the problems can be prop- 
erly understood without referring to the 
one mondai that never went away — the 
so-called "examination hell.” The 
examination system, as a rational and 
objective way to create a meritocratic 
society in which anybody with some 
brains and a capacity for hard work 
could succeed, was imported from 
Europe in the late 19th century. But, as 
with many Western imports, the Japan- 
ese took the original model to extremes. 
Entry into the best universities became 
the only passport to high public service, 
or to entering a prestigious company. 

The old class society had broken 
down; “educational credentialism" 
took its place. By the 1920s people were 
already squealing about the examina- 
tion hell. To this day, the examination 
season is followed each year by grue- 
some accounts in the Japanese media of 
disappointed candidates killing them- 
selves, often leaving notes apologising 
to their parents for “causing trouble.” 

The problem in Japan is not how to 
graduate, but how to get into a good 
school or university. It is precisely be- 
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cause 95% of Japanese children can go 
to high school that the competition for 
elite establishments is so intense. The 
struggle to enter the top educational as- 
sembly line known as the “elite course” 
begins at kindergarten. Consequently, 
the life of a Japanese school child is a 
continuous series of tests. Examination 
failure at the age of six can mean failure 
for life, something ambitious parents, 
cramming-school teachers and other 
concerned adults will constantly point 
out to the anxious child. 

It is a system geared to producing 
disciplined, if unimaginative, efficient, 
if uncreative, cogs in the Japanese in- 
dustrial and bureaucratic machine — a 
machine specifically created 
to overtake the more power- 
ful countries of the West. 
This goal was more or less 
achieved by the late 1970s. 
To be sure, many Japanese, 
though equipped with the 
latest line in video sets and 
French designer bags, still 
lack such amenities as flush 
toilets, but in many ways the 
race against the West has 
been won. 

So what comes next? 
Well, many began to say, 
noting the lack of Japanese 
winning Nobel prizes, we 
Japanese must be creative 
and individualistic. And 


ple were saying this, Japan- 
ese school kids showed 
signs of rebellion. The mon- 
dai in 1982, when Prime Minister 
Yasuhiro Nakasone came to power, was 
school violence, which, like most prob- 
lems, began in middle schools and 
spread to high schools. Compared to 
inner city schools in, say, London or 
New York, the behaviour of Japanese 
high-school kids was pretty tame: win- 
dows were smashed, a few teachers 
were pushed around, cigarettes were 
smoked in class, etc. Little of this kind 
of thing took place in elite schools; 
pupils were too busy preparing for exams. 

But it was all shocking enough for 
Nakasone to take action. His prescrip- 
tions for whipping the pampered child- 
ren of affluence into line were wholly 
traditional for conservative Japanese 
politicians: discipline and old-fashioned 
ethics in schools, and a tighter ship at 
home. Home and school are more inti- 
mately linked in Japan than in most 
countries. School regulations often 
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apply to life outside school too. For 
example, many schools forbid pupils to 
go out at night, or even on Saturday af- 
ternoons. Parents are so eager for their 
children to succeed that they accept these 
remarkable inroads on their authority. 

Although parents and teachers were 
blamed for the school violence prob- 
lem, nothing was done to reform the 
antiquated system itself. Schools are too 
large (about 40 pupils per class) and 
teachers too few. And the assembly line 
plows on, leaving behind an increasing 
number of disillusioned failures. 

The two most common ways of con- 
trolling signs of rebellion are more rules 
and the increasing use of what one 
teacher fondly called “the rod of love.” 
Rules at public schools (where most of 
the violence occurred) have become so 
numerous and so complex that even 
teachers have a hard time keeping up 
with them. Some school codes contain 
more than 200 regulations, ranging 
from hair length to the exact number of 
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pleats in girls’ skirts; from the precise 
angle of raising a questioning hand in 
class to the number of steps one may 
take when crossing the hall. 

According to a survey by the Na- 
tional Education Research Institute of 
the Japan Teachers’ Union, 46% of 
teachers admit using corporal punish- 
ment. The absurd escalation of rules has 
led to inevitable excesses: a teacher 
from a high school in Gifu beat a 17- 
year-old boy to death during an excur- 
sion for bringing a hair dryer that was 
banned by school regulations. 


po of what some proponents of cor- 
oral punishment described as “af- 
fectionate physical contact" has had the 
desired result. In the past two years 
school violence has decreased. But the 
solution to one mondai begot another. 
Instead of attacking teachers bullies 
shifted their attention to fellow pupils 
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during the past year the ijime mondai has 
been in the news virtually every day. 
Teachers usually claim ignorance of 
what goes on. In some cases they have 
actually encouraged the tormenting of 
“misfits.” One boy recently jumped to 
his death after months of humiliation 
culminating in his mock funeral staged 
in the classroom — a prank in which sev- 
eral teachers took part. 

Nakasone spoke out yet again. He 
said that teachers lacked a proper sense 
of responsibility and pupils should be 
taught such old Japanese virtues as 
gaman or endurance. Perhaps they 
should. The problem is that the kind of 
ethics proposed by Nakasone are so 
much associated with his navy days, and 
thus with militarism, that they are 
widely regarded as highly suspect to the 
point of being taboo. Many Japanese, 
including everybody. Left-of-centre, 
link Nakasone's ideas on education to 
his plans for strengthening national de- 
fence. Traditional ethics, so this argu- 
ment goes, would serve to instil the kind 
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(REVIEW, 23 May °85). This has led to 
some highly publicised suicides. Indeed, 
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| Nakasone he would have gone along 
with much of it. In fact, the document is 
full of the basic contradictions which 


have plagued Japan at least since World . 


War II. On the one hand we see the con- 
cern with individualism and freedom, 
both concepts imported from the West 
in the 19th century and reimposed by 
the American Occupation authorities; 
on the other hand is the preoccupation 
with traditional ethics and the Japanese 
spirit. Neither side is easy to implement 
in Japanese education. 

As many Japanese admit, such ideals 
as individualism are based on a religious 
heritage alien to the Japanese. The very 
idea that individualism can be taught by 
government decree is already contradic- 
tory, One ends up with such absurdities 
as special schools where ineffectual 
“salarymen” are taught to be more as- 
sertive by standing in line bellowing 
Frank Sinatra's My Way. 

Individualism in Japanese education 
is a slogan like “democracy” in Japanese 
politics. Neither have much to do with 
the true nature of the beasts they are 
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of martial spirit designed to transform 
Japan from a unique nation of peace to 
an anti-communist aircraft carrier, 

The recommendation in April for 
educational reforms by the Ad Hoc 
Council of Education, though couched 
in vague terms, reflects many of Naka- 
sone's concerns. It recognises the need 
to nurture “individual dignity, respect 
for individuality, freedom, autonomy, 
self-responsibility, and humane values, 
most of which, in the process of science 
and technological development and Ja- 
pan's rapid modernisation to catch up 
with the West, tendéd to be ignored.” 
However, it also stresses “Japanese 
identity" and “moral education." As far 
as the latter is concerned, "the leader- 
ship of teachers concerned with moral 
education must be strengthened." 

It all looks quite reasonable on 
paper. And one socialist member of 
parliament even said that if it had been 





supposed to represent. The trouble with 
Japanese ethics is, though, that they 
were abused so badly by nationalist 
fanatics that they have been completely 
discredited since the war. Author and 
Liberal Democratic Party politician 
Shintaro Ishihara once wrote: "Japan- 
ese have lost the heart of their ideologi- 
cal and spiritual frame of reference, and 
nothing has been found to substitute 
... The idea of having it both ways, 
creating individualists imbued with a 
neo-Confucian Japanese spirit, is an ec- 
centric but wholly improbable fancy. 

The trouble with the system as it 
stands is that without a moral basis of 
some kind, rules become arbitrary. re- 
sulting in such extremes as the teacher 
killing a pupil because of a hairdryer. 
Suppressed traditional attitudes come 
out in twisted ways, as in sports clubs 
where senior members behave like fas- 
cist thugs. 
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kyo Muchaku, who is a regular guest | 
in a radio programme answering ques- | 
tions from distressed children, thinks : 
that the. reconciliation between religion | 
and science will be the basic theme in | 
2|st-century Japan. The kind of Con- | 
fucianist morals vaunted by Nakasone | 
are nothing more than an external form |. 
of etiquette, according to Muchaku. | 
Religion, he says, is personal, internal. | 
and “without it education won't pro- |. 
gress... We must teach children what |. 
life is, what eating is — you cannot eat — 
cars or video machines." Muchaku's | 
heart is obviously in the right place, but 
quite what religion should be is unclear. | 


On i /e 


i 






hat the moral basis of modern Ja- | 
pan should be is, of course, the | 
centre of a debate which began as soon | 
as Japan opened its doors to the West: | 
the debate between the “Throw out the. | 
barbarians” school and the "Open the | 
country" school. Later, intellectuals | 
tried to combine a Japanese spirit with | 
Western technology. After the war, the | 
moral cause, was taken up by leftwing | 
groups, such as the Japan Teachers | 
Union (Nikkyoso). (M 
Education became one of the main | 
battle grounds, with the Nikkyoso pit- | 
ted against the Ministry of Education, | 
staffed by conservative bureaucrats an- | 
xious to reinstate old-fashioned ethics. | 
The proposal by the Ad Hoc Council to | 
empower prefectural boards of educa- - 
tion to issue special teachers’ licences is. | 
seen by opponents as one more move in 
the long struggle between the ministry | 
and the union. E ^ 
The union plays a similar role to the - 
opposition parties in Japanese, politics. | 
As Thomas Rohlen puts it. in his excel- 
lent book, Japan's High Schools: “The 
teachers’ union has been a significant. [ 
factor in shielding the schools from — 
rightwing tendencies, but the political — 
stalemate has resulted in an essentially | 
amoral, apolitical kind of education." — 
Just as the race to economic prosperity - 
has been used in such countries as Japan | 
and South Korea to avoid potentialclass | 
and other conflicts underlying the social | 
surface, the present soulless state of Ja- | 
panese education is designed to keep | 
the moral dilemmas of modern Japan | 
out of the classroom. ; ae 
It has. worked so far. And though | 
cracks are appearing in the surface, the | 
system will probably grind on for a long 
time. Neither side of the education de- | 
bate will give in. The stalemate will con- | 
tinue. Writers and critics will discuss - 
ethics and the anomie of industrial civil- — 
isation. Politicians will talk about creati- | 
vity and individualism. And everybody | 
will grumble about the continuing mon- | 
dai. But exams still have to be passed, | 
whatever the price. Most parents ap- | 
pear willing to risk any price. There is | - 
even a flourishing industry these daysin | 
schools where toddlers are prepared to | 
get into the best kindergartens. E 


em, 
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LEADERSHIP 


.| Patriarch and deity for 
North Korea's ‘peasants’ 


By Aidan Foster-Carter 


here is an old story about a Bolivian 

peasant who asks his son: “How 
many sheep have I got?" 

“Ten,” the boy replies, and the 
father knocks him down. 

"How many sheep have I got?" the 
father asks again. 

"Ten," the boy says once more and, 
again, the father knocks him down. 

“How many sheep. . ." the father be- 
gins to ask for the third time, but the son 
quickly interjects: 

"[ don't know." The father smiles: 
"That's my boy. Now remember, when 
the taxman comes . . .” 

More recently, a foreigner working 
in North Korea is walking in Pyongyang 
with his Korean “minder.” They pass a 
large — important-looking building. 
"What's that?" the foreigner asks. 

“I don't know,” the minder says. 

A few days later, they pass the build- 
ing again. “That’s the Soviet Embassy, 
isn't it?" the foreigner tells the minder. 

The Korean stops, aghast. “Who 
told you?" he asks. 

“The Soviets,” the foreigner replies, 
pointing to a name plaque by the gate. 
“For goodness sake,” the foreigner con- 
tinues, “you have known I’m going on 
leave and I need to get a Soviet visa. 
Why didn’t you tell me it was the em- 


| bassy the other day?” 


“Oh,” comes the lame reply, “er — 
we would have told you — when it was 
necessary." 

Obsessive secrecy is just one of sev- 
eral things about North Korea which 
outsiders find hard to fathom. There are 
others. Why, for example, does Pyong- 
yang not pay its debts? Why do its dip- 
lomats systematically engage in smuggl- 
ing? It all adds up to not only an extra- 
ordinary narrow-mindedness, but one 
which is in many respects self-defeating. 

Many of Pyongyang's peculiarities 
bear a striking resemblance to certain 
features of what anthropologists and 
sociologists have termed “peasant men- 
tality.” Apart from secrecy when con- 
fronted by outsiders, several other peas- 
ant-mentality features stand out. 

One is the idea of the “limited 
good.” Peasants are said to be sceptical 
of long-term goals, especially those 
promising great benefits. And, related 
to this, they are said to have a “zero- 
sum” conception; that is, if somebody 
gains, it is always at someone else’s ex- 
pense. Given these beliefs, the peasant 
is said to seek strictly short-run gains 
and counts himself lucky if he succeeds. 


Pyongyang's unpaid-debt problem - 


can be understood if these assumptions 


. 
— 
b 

~ 


are taken into account: sceptically dis- 
counting the prospects of a longer-term 
beneficial relationship based on trust 
and preferring, instead, to get some- 
thing for nothing in the short term — 
even if it is only a one-time gain. 

Another peasant-mentality feature 
is the concept of “amoral familism." 
This term was coined to describe the ex- 
treme double standards sometimes ob- 
served in peasant societies. A very strict 
code of honour may prevail within the 
group, while outsiders by contrast are 
fair game for any form of exploitation, 
including crime. 

Persistent smuggling by North 
Korea’s diplomats can be explained by 
the amoral-familism idea. As with the 
unpaid debts, the ethical basis becomes 
clear: one rule for Pyongyang, another 





rule for everyone else. Within North 
Korea, no virtue is more emphasised 
than loyalty. Yet loyalty to one’s own is 
compatible with cheating and taking ad- 
vantage of outsiders. 


he analogy might be pursued fur- 

ther. Peasant mentality stresses con- 
formity — all hearts should beat as one. 
Deviance and difference are dangerous 
and must be punished since they 
threaten group. solidarity. Exactly so 
does Pyongyang endlessly emphasise 
yuilsasang, the monolithic Juche idea, or 
ideological monochromaticity. 

And who presides over a peasant so- 
ciety? Kinship is its basic principle; 
blood and family ties are all important. 
Looming over it all is none other than 
the patriarch — smiling sunnily, but 
with powers of life and death over his 


children should they dare to question 
his authority or step out of line. North 
Korea’s fatherly leader, President Kim 
Il Sung, corresponds precisely to this 
picture. 

But Pyongyang adds a unique twist: 
the patriarch as deity. For all practical 
purposes, Kim Il Sungism is a religion in 
a country where no other religion is per- 
mitted. But what kind of religion? 

A journalist who visited North 
Korea last year noted that the icono- 
graphy of the Kim cult bears a striking 
resemblance to that of medieval Christ- 
ianity. Kim is at once a saviour figure, 
yet miraculously among us here on 
earth. His image, in sculpture and paint- 
ing, is ubiquitous; his teachings are put 
on plaques, engraved in stone, as well as 
endlessly recited and read. Above all, a 
central theme is ceaselessly hammered 
home: *We by ourselves without him 
are nothing; we are unworthy of so great 
a love." It is religion, all right, and it is 
peasant religion. 

The peasant-mentality analogy can 
only explain in part why North Korea is 
what itis. Kim is of peasant stock, with a 
limited education. Despite, or perhaps 
because of, his sojourns under the 
Chinese in Manchuria and 
the Soviets in Siberia before 
1945, his whole experience 
— and that of his cronies in 
the guerilla faction that has 
shaped North Korea — has 
not been one to broaden 
horizons. Rather, it has put a 
premium on wariness, mis- 
trust, closing ranks. 

So, to North Korea's 
leadership: “The world is 
against us, but we don't care; 
we don't need them. We are 
a paradise on earth; there is 
nothing to envy." It is possi- 
ble to understand the well- 
springs of this mentality 
and even to admire a little 
the stubborn perseverance 
which it embodies. Seen in a 
global or even a regional 
context, the note that issues 
from Pyongyang is ultimately a kind of 
narrow-minded provincialism. 

Pyongyang's narrow-mindedness is 
ultimately self-defeating. Whether or 
not it holds the society together inter- 
nally, this attitude often appears crude 
and clumsy in Pyongyang's dealings 
with the outside world. Peasant mental- 
ity may be tough and cunning, but it is 
not sophisticated. 

Countless tales from those who have 
engaged in political or economic deal- 
ings with North Korea point the same 
way. All too often, Pyongyang either 
does get taken advantage of despite 
everything; or its stance is so stubborn 
that no deal can be done, or its under- 
hand methods provoke a breaking of all 
further dialogue. In all three cases, it is 
North Korea which suffers most. In the 
modern world, peasants are losers. I 
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At last, the world's 
best-selling portable computer 
has a little competition. 


“Tt S 30% s 


N° there's a portable personal 
computer so small, so light, and 
so fast it defines a new industry stan- 
dard. From the same company that 
set the standard —COMPAQ: The new 
COMPAQ PORTABLE II™ has all the 


Pus $— (u^ 0 De One 0 — 0 


advantages of the world's best-selling E. pe 


full-function portable—the original 
COMPAO Portable—plus it's even 
more portable. And it's far more 
powerful than most desktop 
computers. Never before has 
a computer this small been 
capable of so much. 

With its 80286 processor 


can run all of the popular 

business software written for IBM" personal comput- 
ers. At speeds three to five times faster than the COMPAO 
Portable, IBM PC/XT™ and other compatibles. 

And because of its standard 360-Kbyte diskette 
drive format, your data diskettes will be fully inter- 
changeable with other COMPAQ, IBM, and compati- 
ble personal computers. 


It simply works better. 








troduced 
the remarkable new 


the COMPAQ PORTABLE Il COMPAO PORTABLE ll 


it 





Expansion potential? The 
COMPAO PORTABLE II can handle 
an optional 10- or 20-Megabyte 
fixed disk drive and up to 4.1 Mega- 
bytes of RAM. And you can add a 
modem, a networking board, or a 


rere E board for communicating with your 
"eain bu: 


mainframe. 


The new COMPAO PORTABLE II 
puts tremendous computing poten- 
tial within the grasp of every 
computer user. Plus, it's 
made by the undisputed 
world leader in portable 
personal computers. 

Call for the name of the 
dealer nearest you: 
In Malaysia call Microcomputer Centre, 60-3-71885332. 
In Hong Kong call Microware USA Limited, 852-5-216577. 
In the Philippines call Datronics, 63-2-866133. 
In Thailand call Olympia Thai Ltd., 66-2340770-8. 
In Singapore call Microcomputer Centre, 65-2255855. 
In Indonesia call PT E lang Mahkota Komputer, 62-21-361343. 
IBM? is a registered trademark and IBM PC/XT™ is a trademark of Internat ional 


Business Machines C rporation. ©1986 COMPAQ Computer Corporation. All 


rights reserved. 
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HOTEL NEW OTANI SINGAPORE 


177A River Valley Road, Singapore 0617. 
Tel: 3383333, Tlx: RS 20299 SINOTA. 








- Vy : -— -— pv. = x Pa 
Comfortable lounging robe found in every room 


For reservation and information, please contact The New Otani International Sales Office: 


In the United States (800)421-8795. Toll-Free. California (800)252-0197. Toll-Free, Hawaii (808)923-1555, 
United Kingdom (01)731-4231, Japan (03)264-1672. Hotel New Otani Regional Sales Office: In Bangkok 


2356448 or 2337005-7 ext. 33 Tlx: 82195 PASANGA TH, Kuala Lumpur 5501109/5501110 Tlx: MA 
38642, Hong Kong 5-292723/298313 Tlx: HX 86025. Reservations are also available through Utell 
International, Int’! Airlines or Travel Agents throughout the world. 














FarEastern Economic 





Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the Re- 
view s circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Review subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 





For a complete copy of 
the Review Subscriber 
Study please write on your 
company s letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 






or any one of our sales offices worldwide. 
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Study of hidden motives 


The Anatomy of Self: The Individual Versus Society by Takeo Doi (translated 
by Mark A. Harbison). Kodansha International, Tokyo. *€ 3,000 (US$18.60). 


T Doi, one of Japan's foremost 
sychiatrists, concluded early in his 
clinical career that certain Japanese 
words which lack equivalents in other 
languages are keys to understanding Ja- 
panese culture and behaviour. In 1971, 
after 25 years of writing in academic 
journals on such words, Doi went public 
with a bestseller called Amae no Kozo, 
which came out two years later in Eng- 
lish and entitled. The Anatomy of De- 
pendence. | Ae - i 

The word amae roughly means indulg- 
ing in someone's kindness — the tradi- 
tional posture of the weaker towards the 
stronger, dependency in exchange for 
protection. Doi's extended interpreta- 
tions inspired the use: of amae to de- 
scribe Japan's military, economic, and 


technological “dependence” on the US. _ 


Since his first book, ` 


doi has en 


or contributed. to a number of 
non-academic works which have stres 
ed the need to explore Japanese cultu 

in its own terms. In one of these he criti 
cised American researchers wh 
used projective techniques like | 
Rorschach “inkblot” test in cross-c 
tural studies. Doi doubts the vali 
such studies because’ he feel 
psychological tests designed wi 
panese culture and personalit 





min 


are inadequate as» comparative. 
yardsticks. ku 


Doi, though, has been attacked by 
so-called New Japanologists, who claim 


that what Doi tends to:see as depen- 
dency in the unilateral, hence childish 
or immature, sense of the word is really 


interdependency of the kind that well- 


adjusted Japanese adults need in order 
to function in Japanese society. 

Words that are commonly used in 
comparative discussions’ of Japan and 
the West, like shame versus guilt or a 
vertical as opposed to horizontal socie- 


ty, are also being targeted by New. 


Japanologists who feel that their under- 
lying concepts are: too “Euro-Ameri- 
can" to apply to Japan. Believing that 
jargon makes a difference, they are try- 
ing to develop a more universal "gen- 
eral systems theory-that lays a founda- 
tion for methodological contextualism 
[so that] new horizons for Japan studies 
will be opened.” (The Journal of Japan- 
ese Studies, Vol. 11 No. 2, 1985.) . 

. But in March last year, still clinging 
to the old terminology, Doi came out 
with a new bestseller which tries to ex- 
press a basic cultural difference in its 
title: Omote to Ura:(Froat and Back). 
. The English version has few of the flaws 



















tmt rit annie nena or reme ia e et m mte ity mr e aie PE igiene rem 
: R 


popular books. The notes have been 


the points of the main text. 


theory to explain the Japanese, his aim 


















Duplicity 








that usually mar hasty translations of 
réorganised and expanded for the 
“Western reader,” and two essays have 
been appended for readers who miss 

- Although his book offers yet another 


in writing it was “to examine these Ja- 


Perder concepts [of omote and ura] in 
i 


ght of ideas that originate in the West 


-and, by doing so, to deepen them and to 
discover in them a universal signifi- 


cance." 
The words omote and ura are closely 


related to tatemae and honne, which is 
. what the book is mainly about. These 
"terms, translated in the Kenkyusha dic- 
tionary respectively as “principle” and 


“one’s real intention,” appear to be 


qm ee 


competing with Mt Fuji and geisha as 
the most often used symbols of Japan. 


A newspaper may use freedom of 
speech as a latemae to expose a 
politician while secretly wanting to 


manipulate popular opinion for other 
reasons. Japanese call such hidden mo- 
tives the honne of a situation. 


Doi declines to define honne as “the 
truth" and tatemae as “mere pretense,” 
because he does not want to imply that 
one is morally good and the other bad. 
It is just “the nature of things” that some 
things are revealed to the outside world 
while others are concealed within. 

. While there is “nothing inherently 
wrong" in hiding one's honne, it "can 
run rampant in ways that are extremely 


grotesque . . . when a person does not 
“recognise his or her own honne for what 
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petes with Mt Fuji as a symbol of Japan. 


exists only because there is tatemae, à 


‘their closet doors. Hence the “hol 
































































it is andactually goes so far as to de 
existence." When a person "loses co 
honne, then 


front], | : 
back]," Doi explains. “That is, ho 


honne manipulates tatemae from b 
hind. In this way, tatemae and honne ar 
in a mutually defining and mutually con 
stituting relationship. Without one, t 
other cannot exist. " 
This may confuse the average read 
who has already learned from life th 
even normal people have many fa 
and tongues. There are also two sides 
every coin (and some edges, too, if o 
wants to get really philosophical a 
it), and several aspects to every tru 
and lie. Not to mention the ulterior 
tives we have for telling (and wanting 
know) all the stories behind the stor 
— ad infinitum and nauseam. P 
Doi compares tatemae to Max W 
ber's concept of "legitimate order" a 
honne to the “wide range of moti 
that Weber admits will "naturally" b 











"toorient action towards à 
~ sired order (get people t 
-what you want them to). 
pects of the tatemae/hon 
_(omote/ura) are also found 
^ such concepts as rationali: 
tion in psychoanalytic the 
 andin the ethics of means 
- ends. Despite such coun 
“parts in other cultures, D 
. concludes that "it is unde 
B able that the pairing of ta 
| mae and honne is. a uniqui 
Japanese way of thinki 
and, indeed, of feeling.” | 
Although J spi 
seem to have split persot 
ties, "it is precisely this d 
tinction . . . that has enabl 
| the Japanese to handle ai 
^ valence. The urge to el 
nate ambivalence for a higher integrit 
generally weak among the Japanese. I 
average Japanese attempts to get throu 
life by keeping the contradictions | 
tween ornote and ura to a minimum and 
avoid showing his or her ura to othe 
But even Japanese do not like 
much game playing or duplicity (to. 
the romantic lid off Doi's garbage ca 
“As we [Japanese] often say," . 
writes, “if you beat them with a sti 
certain amount of dust will rise f 
anyone." And a person who has hide 
too much dirt will be hated as sur 
those who are only as filthy as ever! 
else will be understood and loved.” 
Doi does not pursue this idea p: 
cally. The publicly exposed politi 
must be ritually purged for the sak 
those who have kept closer wat 











j€ lists : mei | 
nister Kakuei Tanaka to the denes 
"keeping too many ura béhind his 
ckheed omote. Next in line to be sac- 
ficed for losing control of their honne 
a flock of Marcosgate suspects. 
Doi's most original contribution to 
_Japanese-are-unique school (which 
ould please the New Japanologists) is 
1 effort to explain the love that Japan- 
“se are rumoured to have for nature. 
According to him, Japanese can trust 
ature completely because it has no 
sack or front. — 
. Doi believes that “the Japanese turn 
s nature for healing when their hearts 
€ split, when they weary of this split- 
g of consciousness .. .” By this he 
ms to mean that J apanese who suffer 
ess, because their culture obliges 
em to deal with human conflict by | 
yncealing their inner feelings, can re- 
'em a measure of self-esteem in nature 
~as though nature wears its heart on its 
eeve just to remind its Japanese de- 
ndants that it has not been sullied by 
e “something [that they find] unsatis- 
ing about the way [they] deal with 
nan conflict." Or do not deal with it. 






































| or does not explain what he means 
by nature. But surely it is not the na- 
> that Japanese have been as willing 
 Euro-Americans to destroy in the in- 
rest of modernisation. With regard to 
ure before it is ‘manipulated, mani- 
ted. and miniaturised by humans, 
an has relied on Euro-America for 
st of its conservationist insights. And 
apan finds reason to fight. the world 
sensus On whaling. 

lthough Doi's book deals with 
chology and culture, it has already 
n pressed into the service of explain- 
g the “communication gap" which 
me people like to think is the real 


) ‘Japan. But do Doi S psychological 
neepts really account for why Japan 
ay be playing its hands as close to its 
est as some of its trading partners 
em to think? 
Perhaps Dor's nature lovers simply 
el too insecure to risk opening their 
untry's doors as fully as is expected of 
of the world's major economic, de- 
gr aphic and cultural powers. In 
her Ways, though, Japan seems suffi- 
ntly sure of itself to demand more re- 
et ome the. countries that it once 
shed | emulate. The New 
Ano ogists, for their part, are show- 
Japan's'true colours by serving 
ce on explanations of Japanese cul- 
and behaviour which they feel de- 
nd too heavily on Euro-American 
ncepts of self and society. But the 
/ | apanologists are not really new. 
unlike most foreign cars, imported 























eas have usually been modifi ed to 
on Ta 's side of the road.” 





— William Wetherall 
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Apprentice Revolutionaries: The Communist Movement in Laos, 1930-85 by 
MacAlister Brown and Joseph J. Zasloff. Hoover Institution Press, Stanford Univer- 


sity. No price given. 


Tr Lao People’s Revolutionary Party 
(LPRP) is the least known of the In- 
dochinese communist parties. Unlike 
their Cambodian brothers, who until re- 
cently were bathed in similar obscurity, 
the Lao communists have not commiit- 
ted sufficient outrages to bririg the inter- 
national scholarly and journalistic spot- 
light to bear on them. Their relative 
anonymity is also understandable be- 
cause the Lao communists have not 
played a major role in the political 
evolution of the region. 

Apprentice Revolutionaries, by two 
eminent American scholars of In- 
dochina, attempts to give the Lao com- 
munists their due and is the first major 
work on Laos since 1975. Diplomats 
posted to Vientiane, if no one else, will 
be extemely grateful for this overview of 
Lao communist activities both in and 
out of power. But beyond this captive 
market the book will be valued for the 
way it brings together much of the scat- 
tered information on Lao communism. 

The first part of the book outlines the 
political history of Laos from. 1930 to 
1975 — when the communists finally 


took power. The authors add little fresh. 
information and they do not offer really 


new insights. They point out ho 
communist movement in Laos was c 
clusively a Vietnamese affair until 
emergence of. a small group of © 
nationalists during World 

aftermath. This nationalist group. split 


into anti- and pro-communist factions, - 
and the latter aligned itself with the Viet | « 
Minh and the Indochinese Communist f: 


Party (ICP). 
The ICP was formally dissolved 1 in 
1951, but it was not until March 1955 


that the 300-member Lao People's | 


ii (later the cal) was founded. 
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. as being so 


The book documents the rise of this tiny 
party to power over the next 20 years. 

It is not at all obvious why a com- 
munist- -léd movement should have pros- 


pered in Laos. The country did not suf- 


fer serióus social inequality and ruthless 
landlordism from a particularly repres- 
sive régime. The Royal Lao Govern- 
ment, whatever its faults, cannot be 
compared with the Diem regime in 
South Vietnam. Yet the authors seem 
not to recognise this anomaly, and this 
influences their interpretation of the 


Geneva Agreement on Indochina. 

A key figure during this time was the 
neutralist Prince Souvanna Phouma 
who believed that the formation of coal- 
itions with the communists, publicly 
represented by his half brother Prince 
Souphannouvong, would draw them 
into the mainstream of Lao political life, 


moderate their demands and avert civil 






Zasloff appear to dis- 


ae co 
communists 


in simply allowed the 
pand their influence 
ndeed, only politeness 
n them from accusing 
of appeasement, a charge 
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In. Tib | 


ralists like Souvanna 


communism. For this 


reason they happily undermined Sou- 


vanna’ S attem ts to establish neutralist 


re patty at t this 
peatonal interests would 


The Quality of Life in Pakistan: Studies in Social Sector Economics edited by 
ljaz Nabi. Vanguard Books, Lahore. Rs 250 (US$15). = 





T he king asks the wise old vizir to | on the opediiig apige this book and it 


prepare the country to defend itself 


against foreign aggression. The first 
£ [^ BB 


„year the vizir uilds schools and univer- 
sities, the next year hospitals and the 
year after that homes for people. The 
People live happily ever after as no evil 
neighbour dared to make war on them 
now, . 


The story of the ‘wise vizir, drawn | the § 
Bom the Jegends of the Subrontinent i is | 3s alie 





_is a fitting reminder to successive gov- 
ernments in the Third World who have 
failed their people by not improving so- 
cial condition: à 

3 Ijaz Nabi i 
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in Vientiane, much the same as Prince 

Norodom Sihanouk’s neutralism in 
Cambodia also served their interests. 
The authors sidestep the fact that Ame- 
rican intervention in Indochina after 
1954 remains the most important reason 
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assumes that all Vietnamese influence is | 
malevolent. | 

Despite this the authors do not go | 
along with claims that Hanoi wishes to | 


Un , als ae 
stances of disagreement between the 7 
Lao and the Vietnamese. They write: 
"There have been no reliable indica- 
tions that the LPRP leaders have been 
inclined to challenge the Vietnamese- 
directed policy line. Indeed, they have 


establish an Indochina Federation, - 
though they are clearly ambivalent be- — 


( 


— ae 


for the success of the communist move- 
ments in Laos and Cambodia. 


TX over-riding theme of the book is 
the relationship between the Lao 
communists and the. Vietnamese com- 
munists. Here the authors add to an im- 
portant book Zasloff wrote with Paul 
Langer, North Vietnam and the Pathet 
Lao (1970). This latest book provides 
the most detailed account to date of 
Vietnamese influence on the historical 
evolution of the Lao communist move- 
ment, and the dependence of the Lao 
People's Democratic Republic on Viet- 
namese advice in all areas of social 
and political life. They observe that 
the *ultimate" guarantors of communist 
rule in Laos are the 50,000 Vietnamese 


been so intimately intertwined with 
their senior partners since the outset of 
their revolutionary movement that they 
may not normally discern a Laotian na- 
tional interest as distinct from the Viet- 
namese one." 

This is an important insight, but it 
begs the question of how and who de- 
cides what is a country's "national in- 
terest" — and the authors do tend to as- 
sume an a priori Lao national interest 
which is at variance with Hanoi's. An 
obvious example of this variance would 
presumably be the fact that Laos' close 
alliance with Vietnam has brought it 
enemies it could do without, like China. 
The question is, however, did any of 
Vientiane's neighbours offer the Lao a 
choice to remain aloof from the recent 


cause they say that in 1975 the "Lao | 
communists abruptly reaped the reward — 
of 30 years of diligent apprenticeship to 
the ICP” — a party originally commit- — 
ted to the idea of an Indochina Federa- | 
tion and supposedly disbanded a quar- — 
ter of a century earlier. 

A weakness of the second half of the — 
book dealing with the LPRP in power is 
that it is based on little first-hand re- 
search in Laos and therefore tends to 
rely on government statements about its 
own activities and intentions, and the 
contrasting views of refugees. I assume | 
this is not the authors’ fault. But I think | 
it does lead them to overestimate the - 
impact of communism on Lao society. 

An associated weakness is that we 
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are given very little insight into the peo- 
ple who will follow the ageing Lao | 
leadership, and who, perhaps, do not ~ 
share the same feelings of loyalty to | 
Vietnam. The authors also make some | 
sweeping statements about the lack of - 
popular legitimacy of the communist re- - j 
gime. This is a tricky area in political — 
science and the authors furnish shaky | 
evidence for their claim. | 
Will the Lao apprentices ever be- | 
come masters? Brown and Zasloff are | 
not sure. The history of communist. | 
inter-state relations, however, suggests | 
that there is ample room for differences | 
between “fraternal” states — for ap- 
prentices to strike out on their ownina — 
range of areas. Laos' ability to do this, 
however, will ultimately depend on its | 
international environment, in particular — | 


on the attitudes of Thailand and China, | 


conflicts in the region? The answer is 
no. Given these constraints the choice 
made by the LPRP to align with Hanoi 
a was, arguably, in the Lao na- 
tional interest. In reality, na- 
tional interest is a set of concrete 
olitical choices made by the 
eaders of states in the interests 
of states. And for small land- 
locked states like Laos their 
leaders’ room for manoeuvre is 
minimal. 

Brown and Zasloffs com- 
plaint about developments in 
Laos since 1975 is really about 
communism per se rather than 
Vietnamese communism specifi- 
cally. The inter-relationship be- 
tween these two states, there- 
fore, calls for a more subtle 


soldiers stationed there. 
But what is most interesting about 
their argument is that they find few in- 
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analysis. One, for example, that 
distinguishes between the nega- 
tive influences of Vietnamese 


and more generally the Western states. 
Much more research needs to be | 
done on Lao communism, and sources - 


are scarce. Until we have a few more | 
high-level defectors from the regime the — | 
work at hand will remain the major | 
source book on Lao communism. B. 


— Grant Evans | 
P L 


communism on the Lao (on in- 
ternal security), and areas where 
the Vietnamese have provided 
constructive advice and aid. As 
it stands, the book simplistically 
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Lao May Day march: political history. 





them unavailable and too expensive for- le, 
the rural population. And recently the | 
government announced that it would be | ; 
charging for hospital beds even in free | 
government hospitals. T 

Rafi Khan and others demonstrate | 
conclusively how government expendi | 
ture on education has declined since | 
1973, while Akbar Zaki, writing on | 


housing conditions, shows that despite | 


politicians who decide where money 
must be spent and how. Thus Pakistan's 
spending on education and the health 
sector has actually decreased over the 


past nine years of military rule. The 
writers in this book, which is marred by | Sindh, current political hot spots for the 
too much technical and academic jar- | government, come off as deprived re- 
gon, make it clear that the educational | gions after such analysis. 

system, which has not significantly 


raised literacy beyond what it was at 


development. Pasha and Hasan in 
*Development ranking of districts in 
Pakistan" show how grossly uneven 
development has been if it is studied at 
the district level. Baluchistan and 





he second section looks at the health 





Partition in 1947, has now completely 
collapsed. The health sector is near col- 
lapse. Defence spending, however, 
takes up more than half the annual 
budget without,,any, questions being 
asked. 

The book is divided into three sec- 
tions. The first looks at socio-economic 
problems such as rural poverty and 
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sector, while the third tackles ques- 
tions of education, training of teachers, 
housing and child labour. The detailed 
statistics and models the authors pro- 
vide tell their own story. There are 14% 
more people using a hospital in the 
country now than in 1973. Most facilities 
are immensely overcrowded and heavi- 
ly concentrated in a few cities, making 
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the boom in jobs in the Gulf and foreign | 
remittances, habitation density or | 
number of people per room has gone up — 
in both rural and urban areas. Finally, — 
Khalil Hamdani gives a detailed ac- — 
count of the plight of street dwellers and | 
children in the streets of Rawalpindi, | 
next door to the country’s spanking new | 
capital, Islamabad. — Jamal Rasheed — 
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By Robert Delfs in Peking 


of" hina's extended period of break- 
| Wneck growth has finally slowed, eas- 
| ing back not with a crash but certainly 
| with a bump. Industrial output dropped 
| sharply in the first two months of this 
| year. Gross value of industrial output 
| (GVIO) in February was only Rmb 28.3 
| billion (US$8.8 billion), down nearly 
| 25% from the December 1985 peak of 
| Rmb 37.4 billion and 0.9% less than a 
| year earlier. 

if A short-term contraction normally 
| occurs early in the year as the economy 
. recovers from the year-end push to 
- meet annual quotas and factories break 
-for the spring festival, but this year's de- 
| cline was unusually severe. On a season- 
| ally adjusted basis, industrial output 
»* owth over January-April was 4.2%, 
_ representing a steady and rapid decline 
_ from the nearly incredible 23%-plus in- 
. dustrial growth in the first half of 1985, 
| to 17.2% in the third quar- 
| ter, 10.2% in the fourth 
quarter and 4.4% in the 
— first three months of 1986. 
| Chinese economists say that 
| meeting the planned growth 
| target for 1986 (reduced in 
| March from 8% to 7.5%) will 
= be difficult, and a final an- 
1ual increase of 5-6% is more 
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. likely. 
| Industrial output growth in 
Shanghai in the first quarter 
. was only 1.8% over the corres- 
| ponding period in 1985. The: 
| most important problems cited 
were lack of funds, lack of 
raw materials, and energy 
Esse Shanghai is totally 
. dependent on other regions for energy 
. and most raw and semi-finished mate- 
| The proportion of raw materials sup- 
| plied through the state plan is expected 
| to fall from an average 70% in recent 
| years to less than 20%, a level likely to 
exacerbate Shanghai’s raw-material 
_ shortages in the short term. 
EL In Jiangsu province, the nation's 
udine industrial producer and the 
. largest centre of rural industry, GVIO 
dropped 25.7% over December-Feb- 
| ruary. But seasonally adjusted growth 
| was 7.7% over the same period, and 
neighbouring Zhejiang province, also a 
high-growth centre of rural indus- 
| try, did even better with a sea- 
| $ onally adjusted two-month average of 
|  InSichuan, a pacesetter in economic 
| reform since the late 1970s, monthly 
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GVIO plummeted 36% from an all- 
time high of Rmb 4.36 billion in De- 
cember 1985 to Rmb 2.81 billion in Feb- 
ruary. Provincial Governor Ma Lin re- 
cently described the key problems as 
severe shortages of circulating capital 
and electric power, noting that changes 
in the “sales situation" had idled many 
factories. 

Although the decline from the late 
1985 peak was sharpest for rapidly 
growing, collectively owned enter- 
prises, on a seasonally adjusted basis 
state-owned enterprises were hit hard- 
est, with net growth in January- 
February only 2.6% higher than a year 
before. Collective enterprises show- 
ed a net increase of 5.6%, mean- 
while. 

It was clear that the hyper-growth 
that began in the second half of 1984 
could not be sustained. Shortages of 
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Previous year — 100 
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All industry 
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electric power and raw materials were a 
major factor in the output decline, in- 
tensified by the unbalanced focus of ex- 
pansion in highly profitable processing 
operations during the period of rapid 


growth. 
Tus net shortfall of electric power in 
1985 is estimated to be 45-50,000 
gwh, equivalent to about 10-1296 of 
total supply last year. Energy shortages 
were most serious in Sichuan, the north 
China plain and Guangdong, where 
electricity shortages were exacerbated 
by drastic falls in hydroelectric genera- 
tion due to lack of rain. Factories have 
been operating only three to four days a 
week in many areas. 

Critical raw materials — steel pro- 
ducts, non-ferrous metals, timber, ce- 
ment, soda ash, caustic soda and other 
chemicals — simply ran out in some 








-Sichuan leads the way to an economic slowdown 


China off the boil 


areas, interrupting production, while 
attempts to cover shortfalls through im- 
ports, particularly of steel products, was 
a major factor in last year's record trade 
deficit. At the same time, higher prices 
for the expanding share of these pro- 
ducts that were traded outside the state 
planning system at floating prices raised 
input costs and contributed to shortages 
of working capital. 

Despite tightened controls over 
credit and money supply, the leadership 
was unable to reduce fixed capital con- 
struction investment outside the state 
plan last year, though the rate of in- 
crease in investment has moderated. 
Fenter lending has prayed an important 
role in the rapid slowing of industrial 
growth this year, though not precisely in 
the way that was planned. 

Circulating (or working) capital 
used to purchase raw materials 

came under intense strain as 
enterprises sought to expand 
production as prices for raw 
materials rose. Demand for 
credit was further inten- 
sified as some enterprises 
sought increased loan limits 
to maintain production even 
as their product inventories 
mounted. 
Strain increased as the 
- clampdown on credit was 
applied to loans- for circu- 
lating capital. In many areas 
the clampdown affected strong 
enterprises with good sales 
as well as weak firms with 
large stocks of unsold 
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By late 1985 the rate of default on 
circulating capital loans had become 
serious, creating a chain reaction as 
suppliers, failing to receive payment for 
their goods, also went into default. 
Some banks then began to default on or 
delay inter-bank settlements, according 
to an analysis by Zeng Kanglin and Shui 
Shangyong in the People’s Daily on 17 
March, withholding panden on behalf 
of their clients until\incoming settle- 
ments cleared. - 

These problems played a major role 
in this years output decline, and 
indicated severe shortcomings in the 
system of inter-bank settlements, in- 
cluding the need for consistent proce- 
dures, wider use of bills of exchange, 
procedures for acceptances and dis- 
counting and expanded use of tele- 
graphic transfers. | 
Bringing runaway growth under con- 
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trol was necessary, and there are 
numerous positive aspects of this year's 
slowdown, according to Dong Fureng, 
director of the Institute of Economics at 
the Chinese Academy of Social 
Sciences. 

Depleted raw material stocks are 
being restored as output levels exceed 
industrial demand for the first time in 
years. Electricity production in the first 

uarter was up 7.6%, steel output 
0.670. timber production increased 
11.5% and cement 15%. State rev- 
enues, which are increasingly based on 
taxes rather than enterprise profits, 
continued to run higher than expendi- 
tures during the first quarter, despite in- 
creasing losses by state-owned enter- 
prises. 


pissu on prices generated by the 
boom, particularly for raw materi- 
als, was blocking further price re- 
forms. The environment for price re- 
form has improved as the spread be- 
tween floating market prices and state- 
controlled prices under, the current 
dual-price structure is beginning to 
shrink. A period of slower growth is ex- 
pected to remove some of the pressures 
which led to corruption and irregular 
economic activities, and thus will be 
beneficial to overcoming some of the 
political obstacles to further economic 
reform. 

Critical bottlenecks and problems in 
the banking system regarding inter- 
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: ba ink settleme 1 s, cir culating 
money are now better under- 
stood, Dong said, and mea- 
sures are underway to solve 
them. 

Problems created by the de- 
cline in growth, or remaining 
despite it, include a steep drop 
in economic efficiency, accord- 
ing to Dong, whether measur- 
ed in terms of per-capita 
labour productivity or in terms 
of declining profitability and 
tax payments from state-owned 
enterprises. 

The level of investment in 
fixed capital construction re- 
mains too high, and the possibility of 
resurgent uncontrolled growth if credit 
and money-supply controls are relaxed 
remains. The lack of balance in the 
structure of investment and produc- 
tion, primarily insufficient in energy, 
transport and raw materials areas, has 
not improved. and is unlikely to change 
until thoroughgoing price reform takes 

lace. 

The 1984-85 boom gave some indica- 
tion of the economic energies latent in 
Chinese society. It also revealed the sur- 
prising industrial capabilities and en- 
trepreneurial drive in the rural collec- 
tive sector, previously dismissed by 
many as a marginal artifact of the 1950s’ 
Great Leap Forward, whose startling 
performance during the boom and abi- 
lity to sustain previous gains as overall 


growth finally declined clearly outlined. 


fundamental weaknesses in the state- 
owned sector. 

Banking and distribution. systems, 
both in the process of major reorganisa- 
tion and reform, were severely stressed 
in the course of the boom, and weak- 
nesses in these areas played an impor- 
tant role in both the initial loss of con- 
trol in late 1984 as well as the overly 
abrupt slide this year. 

Ultimately, what was tested was the 
steadiness of China's leadership and 
their commitment to economic reform. 
In the course of exceedingly bold exper- 
iments, China's leaders found them- 
selves presiding over, but essentially un- 
able to control, one of the most 
extraordinary periods of in- 
tense economic growth the 
world has seen. 

Reform policies were to a li- 
mited extent moderated as the 
leadership sought to rein in ex- 

‘cessive growth, but not aban- 
doned or even seriously com- 
promised. Although China re- 
mains grossly undeveloped in 
per-capita terms, it is already an 





crease in industrial output in 
China over 1983-85, at approxi- 
mately US$35-40 billion, is 
comparable to the entire annual 


industrial output of South 
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ILL WIND BLOWS SOUTH 


By Anthony Rowley in Hongkong 


Ne typhoon which tore through 
Hongkong's property market in 
1982 and left a three-year trail of corpo- 
rate destruction in its wake has blown 
on to Singapore where it is still cutting a 
swathe through the real-estate sector. 


| The increasingly sky scraper—dotted city 


centre of Kuala Lumpur is also feeling a 
strong draught. 

Brazen new multi-storey buildings 
continue to spring up in Singapore, in 
defiance, it seems, of any commercial 


logic as prices and occupancy rates con- - 


tinue to fall. Hotel buildings stand half 
completed or half-empty. Economic re- 
cession has greatly exacerbated what 
might have been an over-supply situa- 
tion even in boom times. Meanwhile, an 
official obsession with maintaining a 


“strong” currency has put even more 
pressure on property values. 

But in Hongkong rentals for prime, 
business-district offices are now pushing 
back up towards the levels they reached 
at the peak of the property market be- 
fore the 1982 crash. Demand and over- 
all business confidence appear strong 
enough to sustain such prices for some 
time, even though new building con- 
tinues apace in areas such as the Wan- 


chai waterfront. There are some voices 


cautioning, however, against excess op- 
timism in the property sector given 


Hongkong's notorious propensity to- | 


wards boom-and-bust cycles. 
Elsewhere in Asia, the property 


market “story” is most interesting in e : 


Tokyo. There, an influx of foreign com- 





| panies — reflecting the opening of the 


Japanese capital as an international fi- 
nancial centre — is pushing demand for 
office space up very sharply. Supply of 
space in central Tokyo is growing only 
modestly and Japanese companies are 
moving out, ceding some of the prime 
office space (and the privilege of paying 
high rents for it) to foreigners. 

A mirror image of Tokyo is Sydney 
where Japan’s Mitsubishi Corp. is be- 
lieved to be paying one of the highest 
rentals in town — in the soaring AMP 
Tower. High-quality space in Sydney 
continues to attract high rents, as it does 





_ Hongkong: pages 60-62 
_ Japan: pages 60 and 69 - 
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Singapore looks for a soft crash-landing 


Big, biggest, busted 


Singapore’s skyline 
soars ever higher to 
new superlatives: tall- 
est hotel in the world, 
‘| highest bank building 

in Asia and so on. In a 
‘| few years jets will be 
EERMA flying over them and 
disgorging their passengers at the most 
modern aitport terminal in the world. 
Yet the past year has proved to be 





_ the most dangerous for property de- 


velopers since Singapore's overweening 
pride took wing a quarter of a century 
ago. 

Despite the deepest recession in the 
island's recent history, skyscrapers con- 
tinue to rise seemingly overnight, new 
government flats litter the horizon and 
tunnellers go on digging out an under- 
ground railway system. Prices for some 
categories of property have 
halved in the past year and 
thus have dropped by more 
than 70% since the height 
of the boom in 1981-82. AI- 
though the bottom has 
fallen out of the mar- 
ket, Singapore has so far 
seen few of the specta- 
cular crashes of proper- 


red in Hongkong during 
that territory’s 1982-84 
slump. | 

There are three reasons 
for this: probably fewer 
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shooting-star property firms in Singa- 
pore, a more tightly controlled banking 
system than in Hongkong — and the 
more worrying fact that the recession is 
far from over. Banks, whose loans to the 
property industry comprised S$7.9 bil- 
lion (US$3.6 billion) in January (21% of 
the total), are reluctant to switch 
off the life-support system if the price 
of debtors' realisable assets is still fall- 
ing. The supply of buildings may seem 
inelastic, but developers, bankers and 
bureaucrats can find any number of dif- 
ferent ways to bend output nearer to 
demand. 

Property companies will remain 
weak for at least two years and some will 
topple, but there are a couple of hopeful 
signs. First, the Singapore Government 
has begun to introduce measures to re- 
strict the supply of and stimulate de- 


OUTLOOK FOR SINGAPORE MARKET 


Average annual 
increase in 
demand 


Excess supply 
in Sept. 1985 
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Il: Supply — all approved projects are completed. ( 
growth is atthe same annual average rate as for 1981-85.) 
Source: Property Market Consultative Committee. 
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Excess supply in Dec. 1990 


mand for real estate. Secondly, foreign 
investors have started to take some in- 
terest in available office blocks and in a 
few prime residential sites. 

The rekindling of the embers of op- 
timism seems to have come too late for 
the property. market consultative com- 
mittee, a 16-man group from private 
business and officialdom which was set 
up in September 1985 by Finance Minis- 
ter Richard Hu. The aim was to provide 
"a regular channel" for the government 
and the entrepreneurs to chew the cud 
and “to draw the attention of relevant 
government agencies to the major prob- 
lems in the property market." As an 
alarm-raising exercise, the committee's 
report could not have been bettered. 


t the time its report was released in 
March, the committee's chairman, 
Toh Peng Kiat, the direc- 
tor of revenue at the Fi- 
nance Ministry, said: 
"We're. pushing ourselves 
closer to a crash" if all ap- 
proved. building projects 
are completed and de- 
mand continues to stag- 
nate. 

Under the most pessimis- 
tic of four forecasts for sup- 
ply and demand by the end 
of 1990, the vacancy rate for 
private residential homes 
will bef,21%, for offices 
and shops 27%, factories 
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in Melbourne. One influencing factor is 
the influx of 17 new foreign banks de- 
manding prestige addresses. 

Among the property-market capitals 
of Asia, Bombay figures too, now, be- 
cause of the increasing foreign interest 
in Indian business in general and in the 
local stockmarket in particular. Bom- 
bay is sadly under-supplied with mod- 
ern office buildings — and property 
prices are almost absurdly high as a re- 
sult. The ‘bureaucratic controls which 
foreign businessmen are hoping will be 
stripped away under the reforms of 
Prime Minister Rajiv Gandhi still 
plague the commercial and residential 
property market. 

The following survey looks at all 
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3496, warehouses 31% and hotels 53%. 

The committee makes no bones 
about the effect of a property crash on 
the whole of Singapore. Building is to 
the city-state what wheat is to Kansas. It 
comprises up to 30% of gross domestic 
product (compared with 25% for man- 
ufacturing). The total value of all forms 
of real estate is S$120 billion, about five 
times greater than Singapore's stated 
foreign reserves. The construction sec- 
tor employs 10-13% of the workforce 
and provided a fifth of government rev- 
enue in 1984. Housing accounted for 
77% of total withdrawals from the offi- 
cial Central Provident Fund (CPF) sav- 
ings scheme in the same year. 

Total exposure of the banking sys- 
tem to property comprises a quarter of 
its deposit base. More than half the 
shareholders' funds of the top 30 local 
public companies is in the form of prop- 
erty assets. 

If the panel was long on problems, it 
was even longer on solutions, excess- 
ively so. The report made no less than 
102 recommendations. to the govern- 
ment, among which were the following: 
» Making interest paid on housing 
loans deductible against income tax. 

» Allowing unrelated people to pool 
their CPF savings to buy property. 

» Government withdrawal from the 
property market, even to the extent of 
pulling its existing half-filled properties 
out of the market. 

» A cut in property tax, initially from 
23% to 15% and then to 12%. 

» Raising the limit of CPF withdrawals 
from 80% to 100% of the property valu- 
ation. ! 

» Tax breaks for landlords of residen- 
tial property and depreciation allow- 
ances to be extended to offices, shops 
and hotels. 


| to rise over the next few years. 
| commodation has eased a little, 


catch up with supply for several 
| years yet. g 
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these centres (and also at the 
real-estate markets of Seoul, 
Taipei and Bangkok) — report- 
ing on price and rental move- 
ments for both commercial and 
residential properties over the 
past year and assessing where 
the market is likely to go in 
each centre during the coming 
year. 

It also looks in some detail at 
the hotel situation in each 
centre. Hotel building has be- 
come an obsession in some 
Asian capitals, notably Singa- 
pore where the supply of rooms 
greatly outstrips actual or po- 
tential demand in the foresee- 
able future. Sydney offers the 
cheapest hotel rooms in the re- 
gion, though rates seem certain 


Bangkok's glut of tourist ac- 


though demand is unlikely to 


In his budget a few days later, Hu 
went only a small way to meeting the 
group's requests. With effect from July, 
all vacant land under private develop- 
ment will be fully exempt from property 
tax from the time construction begins to 


the granting of a temporary occu- 


pancy licence. Property tax for hotels is 
to be based on their gross annual re- 


ceipts rather than on an industry-wide 


index. 

The Finance Ministry is also examin- 
ing whether the same method of assess- 
ment can be applied to other types of 





*May 1986 s 
US$ equivalents have been adjusted to enable more direct 
comparisons between cities and exclude service charges, 
property tax and utilities. $ 
Supply in Peking and Shanghai is extremely limited and 
may be subject to sudden fluctuations. 


Equivalent 
net rent 
USS/m2/month 


Monthly 
rent” 


Inf2* 
$$3.20/s.f. 


| 


NT$1,100/pin 


1 
S 
3 


M$1.70/s.f. 


* Annual. t(ping — 36 s.f.). 


property. In addition, the previous re- 
bate of 30% of property tax (for the se- 
cond half of 1986) for a number of 
categaries of real-estate owner will be 


raised to 50% (and extended until the - 


end of 1988), as long as the extra rebate 
is passed on to tenants. First Deputy 
Prime Minister Goh Chok Tong had 
earlier announced that property tax on 


let-out industrial and commercial prop- - 


erty would be cut to 11.5%. 


, > J 

T government's measures did not - 
end there. The CPF board relaxed its | 
rules last July to allow savers to with- | 


Ta 


draw up to 100% of their investible bal- 
ances for buying more than one prop- 
erty. In addition, CPF members can 


now use their savings to buy commercial 
and industrial properties. The Urban | 
Redevelopment Authority, which had - 


been severely criticised in the early 
1980s for fuelling the real-estate boom 


that all such sales were to be frozen for 
two years from July 1985. 
Private developers have also tried to 


in the five years to December 1989. Six 
months later, the numbers were cut by 


18% in the five years to December 1990. | 
The development and building control : 
division of the Ministry of National 

Development has been ready to give - 
two-year extensions of planning ap- - 


proval. : 
Most of these measures have, thus 


far, merely prevented the glut from — 


worsening dramatically. According to 
the government, occupancy rates O 


apartments fell by more than 12% to - 
80% in the five years to September - 
1985. Rates for detached houses fell by | 
6%. The estate agents Jones Lang. 


- 
xw 


4 = 


I 


“ad 


through its hyped-up land sales, said - 
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| 
curb supply. For example, in September | 
1984, they intended to build 21,873 flats | 
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vá IN oGtión (JLW) say that average sale 
.| prices of apartments in prime residen- 
| tial areas dropped by 15% to S$2.023 a 
.| m2, half the level of mid-1981. Daniel 
s Teo, a real-estate consultant, reckons 
"3 that prices have fallen far enough to en- 
1i E Singapore's yuppies to sell their 
Mu ousing and Development Board flats, 
| worth about S$100,000 in favour of a 
.] unit in a low-rise condominium (asking 
| price: S$300-400,000), where prices 
| have fallen by roughly half in the past 
two years. 

Official figures show that the occu- 
| pancy rate for offices fell from 96% to 
J 83% in the five years to September 
; . 1985, compared with à six percentage- 
| point drop for shops and a 21% slump 
| for hotel rooms. According to another 
| estate agent, Richard Ellis, historic 
p p (including service charges) rental 
| levels for prime city offices have halved 
| since 1981 to S$43.60 a m2 a month. 


| 10% lower than last year. JL'W suggests 
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| that prime office rentals in Singapore 
. were about 45% less than in Hongkong 
| last December (common-currency 
| terms) and about a quarter of rents in 
| Tokyo. Total occupation costs in the 
| Standard Chartered Building, regarded 
| asthe top office block in Singapore, are 
| currently half those in Hongkong's Ex- 
| change Square. 


by D avid Lawrence, managing director 
| KZ of Richard Ellis’ local office, be- 
| lieves that office prices have fallen low 
| enough to attract foreign investors. In- 
| itial investment after tax yields for 
| prime office space is 6-6.576, he says, 
| compared with 3.5-4% in London. 
_ Thanks to a 28% drop in the Singapore 
| dollar against the yen since Septem- 
| ber, Japanese institutional investors 
p are now showing serious interest in 
. the island's office property. Big Hong- 
- kong investors have also been sniffing 
. about. Suntec Investments. a much 
. publicised vehicle formed in Singapore 
D» Robert Wang and Hongkong prop- 
. erty magnate Li Ka-shing last October, 
. is said to be looking for bargains. 

. Lawrence's hunch is that Singapore's 
property market will become a much 
bigger field for foreign investors in the 
next 10 years. The recent changes to 
. property-taxes and the cut in employers’ 
. CPF rates may signal a more open at- 
. titude to outside investment in real es- 
tate. Singapore may soon lure more of 
the multinationals’ regional headquar- 
| ters away from Hongkong because of 
cost differentials. 

_ Other property consultants are parti- 
_ cularly pleased that the government has 

uietly amended its scheme for deposit- 
ing S$1 million to gain permanent-resi- 
. dent status. Now, foreigners can invest 
half the deposit in industrial, commercial 
and approved residential properties. 
Before, only industrial schemes quali- 
fied. While the domestic economy re- 
mains in a deep slump, Singapore needs 
every foreign investor it can find. Oo 
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BUILDING ON A GLUT 


S ingapore's hotel industry is the sick- 
est area of the island's property 
market by the common consent of gov- 
ernment and business. The property 
market consultative committee, com- 
prising leading lights from the two sides, 
predicted in February that hotels would 
experience the most serious oversupply 
of all sectors for at least the next five 
years. The Singapore Tourist Promo- 
tion Board says that the number of hotel 
rooms will increase by 51% to 31,369 
between 1985 and 1990, roughly the 
same rate of increase as in the previous 
five years. The biggest expansion, an 
extra 6,500 rooms, is due this year. 
Hotel openings are being delayed 





and existing rooms have been locked 
up. The Federal and the SAS Amara 
have postponed the start of business by 
a couple of months and the Pan Pacific 
and Oriental (in Marina Square) will 
not open until later this year. The Man- 
darin, the New Otani and the Phoenix 
have closed down a large number of 
rooms. These measures will help to 
smooth the hump, but something more 
drastic will be needed to put hoteliers 
back on their feet. The biggest of all, the 
Westin Plaza and Stamford complex in 
Raffles City, will remind the rest of the 
industry of the underlying trend: it will 
have opened 4,000 rooms by the begin- 
ning of 1987. 
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n open square in Central: tight supply. 
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Finally Hongkong gets 
back to business 


By Robert Cottrell in Hongkong 
| | Hongkong's property 
market is in the pro- 
cess of recovering 
| from a three-year 
slump. First-class 
Central district office 
| MA rentals have pushed 
staal —*) back up to HK$14-27 
(US$1.80-3.50) a ft2, approaching the 
HK$20-30 peak which they touched in 
1981-82 shortly before the last local 
property boom gave way to a bust. Re- 
cent asking rentals for well-known 
buildings include HK$27 a ft2 for Ex- 
change Square, HK$20 for Bank of East 
Asia Building, HK$16 ‘for Wheelock 
House, and HK$14 for Admiralty 
Centre. 
Capital values, however, continue to 
languish in most sectors of the market, 
reflecting the reluctance of local invest- 
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ors to make new long-term commit- 
ments. Although China has guaranteed 
the integrity of Hongkong's capitalist 
system and the recognition of property 
leases through to at least 2047, investors 
remain nervous about how such prom- 
ises will work out in practice. The jus- 
tification for buying property now is less 
the expectation of capital profit than the 
availability of high rental yields — 
11-12% on some residential units, com- 
pared with a bank prime lending rate of 
7.5% in mid-May. 

The slowdown in new project starts 
during the 1982-84 property market 
trough means that high-grade office 
space is now in tightér supply than at 
any time since late 1981. The govern- 
ment's Rating and Valuation Depart- 
ment's quarterly rental index for all of- 
fice space rose by 11% during 1985, the 


+ omes ——À . 


Ah be - 
p TUE wen MIHI AVTOV Yer t tom 
eed cus Ti’ ead CM EE Sls deas 


z gs 4 K 
adul Ü 


| i blk, oA 7 
" 


` Y 2" E E MESES E. r$. ,"- = 3 
z BS og! 5 ie AS PPR rier DERIT 
= M d 7 


Ironically, the two chief casualties 
so far, Orchard Hotel and Sealion 
(owner of the Hyatt), fell victim to 
shenanigans which had little to do with 
an oversupply of rooms. They were both 
hammered by forward-share contracts 
entered into by parent companies and 
associates. 

In the case of Sealion, controlling 
shareholder Duta Yap's investment 
companies cannot pay their debts aris- 
ing from soured share deals. Orchard 
Hotel is being sold by its parent, Pan- 
Electric Industries, to pay off its cred- 
itors. It has one of the higher occupancy 
rates in Singapore; indeed Pan-El’s 
major shareholder, Tan Koon Swan, is 
one of its best customers. 

In the past year, discounts have 
begun to bite deeply, reducing room 


first upward movement in three years, 
while the overall vacancy rate (the pro- 
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rates by as much as 50% below last 
year's level. The Dai-Ichi, for example, 
is charging S$65 (US$29) a night for a 
single room and the Boulevard S$100. 
The top of the line Shangri-La Hotel 
saw a 60% drop in pre-tax profit in 1985 
and the Ming Court made its first ever 
annual loss last year of $$225,000 before 
taxes. Visitor arrivals rose only 1.1% to 
3 million last year and so far in 1986 the 
fall in the Singapore dollar against most 
major currencies has not brought a dra- 
matic fillip to the tourist industry. 

Apart from Orchard Hotel, there 
have been no sales of top grade hotels in 
the current recession, though several 
are said to be available for purchase. 
The lack of a ready-building market has 
hampered efforts by Sir Yue-kong Pao's 
Hongkong & Kowloon Wharf & 


portion of available stock standing m 1 


empty) fell to 11.1% at the end of 1985, 
from 13.8% in 1984 and 20.6% in 1983. 

The most dramatic surge in demand 
for office space came in the southern 
Kowloon district of Tsimshatsui, where 
the vacancy rate fell from 10.9% in 1984 
to 2.996 in 1985. Grade A office space in 
Tsimshatsui was virtually fully oc- 
cupied, with vacancy of just 1.9%. Es- 


tate agents Collier Petty say that, with |2 


no significant quantity of new office 
pape being completed in Tsimshatsui 
this year, demand is increasing for space 
in the commercial districts of Wanchai 
and Causeway Bay on Hongkong Is- 


land, pushing average rentals there up E p 
from HK$10-12 in late 1985 to HK$13- | 


14 in April 1986. 

In Central, the almost-obligatory ad- 
dress for Hongkong's financial institu- 
tions and international companies, à 
short-term squeeze on new space has 
strengthened landlords’ bargaining 
power. “It is apparent that tenants, ac- 
customed to high vacancy rates in build- 
ings, declining rental levels and gener- 
ous incentives from landlords to lease 
space, have still not adjusted their ap- 
proach to current market conditions,” 
Collier Petty says. 

Collier Petty thinks it will be a land- 
lords’ market at least through 1986-87. 
Beyond that, the agents are more cau- 
tious, advising that “those landlords 
with foresight will be considering al- 
ready the impact on the market of build- 
ings such as Exchange Square Three, 
Admiralty Two, the Bank of China 
Building and Swire’s Victoria Barracks 
site, all of which are due for completion 
in 1988-89.” 

A similarly optimistic short-term 
outlook is held by Hongkong Land Co. 
managing director David Davies, who 
told London securities analysts in 
March that the average occupancy of all 
Land's office space had risen to 90% 
from 72% a year earlier, and that he 
was predicting, an average vacancy 
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rate of below 10% for top-class Hong- 
kong offices, at least until the end of 
1988. 


A particular beneficiary of the revived 
demand for office space has been 
Land’s flagship development in Central 
district, Exchange Square, the HK$8 
billion cost of which was threatening to 
bankrupt Land in 1983. Davies told 
Land’s annual meeting in May that the 
first two towers of Exchange Square 
were 80% let, and would be fully let by 
the end of 1986, with new rentals being 
negotiated at around HK$27 a ft?. 
Davies also said that Land, after three 
years of retrenchment, was beginning 
once more to add new developments to 
its portfolio: a third tower on the Ex- 
change Square site, and a new Wanchai 
office block, Harcourt House, would 
both be completed next year. 

The degree of recovery in capital 
values of first-class Hongkong office 
space is hard to quantify because the 
market, thin at the best of times, dried 
up completely during the trough of mid- 
1982 to late 1984. No substantial first- 
class office block could have been sold 
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Godown to buy the remaining 57%‘ of | 
shares it does not own in Singapore’s | 
Marco Polo. An independent evalua- | 
tion of the hotel by Richard Ellis said it | 
was worth S$112.5 million. Pao regards | 
the valuation as too high, in part be- | 
cause no comparable hotel has been | 
sold recently to provide a suitable | 
yardstick. x | 

Asking prices will have to fall before | 
hotels change hands and room rates will | 
have to drop further before the a B 
industry revives. David Lawrence of | 
Richard Ellis believes a radical change | 
in government policy will be needed, - 
whereby Singapore is transformed into 
an entertainment centre as well as a fi- 
nancial entrepot. How? “By allowingin 
one or two well-run casinos, for exam- | 
ple," he says. — Nigel Holloway - j 


at any remotely reasonable price during | 
the worst of the slump, and many large | 
property companies were effectively re- _ 
lying for their solvency on the willing- — 

ness of bankers not to challenge the val- | 
uations which they placed on fixed as- | 
sets held in the bala v 
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The Rating and Valuation Depart- | 
ment's all-Hongkong office index, for | 
second- and third-class buildings only, - 
reckoned sale prices at the end of 1985 | 
to be roughly half the level of mid-1981, | 
but some 10-15% higher than in 1984. | 
The residential property market in — 
Hongkong has been marked by several — 
large recent purchases on the part ofin- | 
vestors apparently attracted by the high — 
yields now available on rented apart- | 
ments, Rents are now roughly equal to — 
their 1981 levels, while sale prices are | 
lower by one-third, according to gov- - 
ernment figures. AN 
Asking residential rents in mid-May | 
included HK$55-60,000 a month for a © 
house on the Peak; HK$25-30,000 fora | 
2,500 ft2 luxury Mid-Levels flat, and . 
HK$10-20,000 for a house in the New | 
Territories. Similar properties were | 
commanding sale pron of HK$5-6 mil- . 
lion, HK$2.5-3 million and HK$1-2 mil- : 
lion respectively. ^ LE 
Indonesian investors paid HK$530 
million in 1985 for a two-block Mid- - 
Levels development called Garden Ter- 
race, a price which property agents. 
Richard Ellis estimate provided an ini- - 
tial yield of 9% , but with the majority of — 
leases due to be renewed during 1986 at- 
higher rents. Indonesian investors also : 
paid HK$116 million for a smaller Mid- - 
Levels development, Suncrest, which - 
was completed in April. Wd 
Australian-controlled Sunshine Paci- | 


Ha 


fic bought Park Place in Wongneichung M 
Gap Road; and in May a consortium - 
including the development company - 
Great Eagle was in the process of paying | 
HK$320 million for a pair of luxury — 
apartment blocks called Regent-on-the- : 
Park, the original consortium owner of — 
which went bankrupt in 1983, and which . 
then passed into the hands of a syndi 
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.| cate of creditors led by the Bank of 
Tokyo. 

While larger luxury flats tend to at- 
tract most overseas investor interest, 
the great majority of flats built and sold 
in Hongkong are smaller family units of 
less than 1,075 ft?: out of 30,000 flats com- 
pleted in 1985, only 2,000 were of more 
than 1,075 ft2, and only 520 of more than 
1,720 ft?. Local families were quick to 
snap up the smaller units which came on 
to the market at bargain prices during 
the 1983-84 period, pushing the overall 
vacancy rate for private domestic ac- 
= commodation down from 6% to 4%. 

Supply and demand were roughly 
balanced in 1985, but an unprecedent- 
| edly large volume of new flats are due 
| to be offered for sale in 1986 and 1987, 
| particularly in areas such as North Point 

. and Shaukeiwan which are profiting 
| . from the recently completed Mass 
A Transit Railway (MTR) Island Line. 

which runs along the north shore of 
| Hongkong Island. 
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b supply of 29,900 and demand for 29,500 


| in 1985. While supply of new flats rises, 
| developers may also now have to con- 


. During the slump, major banks encour- 
| aged house buyers with offers of 90% 
mortgages; most are now offering a 
. maximum of 80% or 70% of appraised 
value. 
| Recent advances in Hongkong's 
. public transport, such as the completion 
_ of the MTR system and electrification 
| of the Kowloon Canton Railway, are 
. changing the shape not just of the terri- 
_ tory's residential property market, but 
. also, by extension, the pattern of local 
 retailing. Shopping centres in Taikoo 
| Shing, Tuenmun and Shatin, which 


| might have taken an hour or more to | 
| 


_ reach by road, are now 15-20 minutes 
_ away by rail from most parts of the 
. urban areas. Traditional shopping dis- 
_ tricts, notably Causeway Bay, now face 
Severe competition from purpose-built 
k developments such as Cityplaza (at 
_ Taikoo Shing) and New Town Plaza (at 
Shatin). 
_ Traditional local retailers also now 
face severe competition from rapidly 
. expanding Japanese store groups, 
. which have targeted Hongkong’s 
. younger, more-affluent and more 
_ sophisticated shoppers as their custom- 
“ers. The most aggressive recent Japan- 
| ese investment was the Sogo group's de- 
_ cision to buy its own 22-storey building 
in Causeway Bay, where it operates a 
_ Seven-floor department store and has 
. fully let or sold the remaining space. 
. The UNY group preleased 200,000 ft2 
_ of space in Taikoo Shing, while Yaohan 
has taken 170,000 ft2 in New Town 
Plaza and is expected also to expand 
into Tuenmun. Oo 
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Not enough room in 
Hongkong’s inns 


By Emily Lau in Hongkong 


The supply of hotel 
rooms in Hongkong 
will increase by al- 
most 40% in the next 
7 three years, from 
»*7 about 18,000 to al- 
S most 25,000 by the 
"2 77$| end of 1988. People in 
the hotel and tourism industry have dis- 
missed fears that this may result in a 
glut, partly because there is a real short- 
age of rooms and also because the three- 
year period over which the new hotels 
come onstream should help moderate 
the problem of oversupply. 

In the first quarter of 1986, hotel 
occupancy was 80%, a drop of six 
percentage points from the same period 
last year, according to the Hongkong 
Tourist Association (HKTA). One rea- 
son for the fall was the opening in 
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The Regent: high-tariff bracket. 


February of the 740-room Kowloon 
Hotel, owned by Hongkong and Kow- 
loon Hotels; another reason was 
that some visitors stayed at hotels 
which were not part of the HKTA sur- 
vey. 

Of the 18,000 rooms in Hongkong, 
almost 85% are in the high-tariff brac- 
ket. About 10% belong to the medium- 
tariff group and the rest are hostels and 
guest houses. In the past two years, 
room rates have increased substantially. 
In high-tariff hotels, they have in- 
creased by 30-50%. A single room in 
a first-class hotel like the Mandarin 
or the Regent varies from HK$1,000- 
1,600 (US$128-205). 

Rates for medium-tariff hotels have 
gone up a third in the same period to be- 
tween HK$450 and HK$700. Rates for 
guest houses went up by some 40% to 
more than HK$250. 





There was no significant increase in 
hotel rooms in 1984-85, partly because 
tourist arrivals were static and because 
uncerfainty over the future had deter- 
red developers from making long-term 
investments. But the number of arrivals 
shot up sharply last year to 3.15 million, 
from 2.5 million in each of the previous 
two years. The overall hotel occupancy 
rate last year was 88%. Hongkong is 
said to need 2,000 more rooms to cope 
with the demand, Last October, a re- 
port on fourism by the Hang Seng Bank 
predicted that hótel occupancy rate 
would average around 77% a year in the 
next few years as more hotels were com- 
pleted. 

The first new hotel to open after 
two years was the YMCA's 320-room 
Harbour View International House in 
Wanchai, which opened in late 1985. 
So far, 18 more hotels 
or hostels are in the pipe- 
line, according to the 
HKTA. This includes the 
540-room Hotel Victoria, 
built above the new Hong- 
kong-Macau ferry termi- 
nal, which opened in April. 
It is a joint venture be- 
tween New World Develop- 
ment Co. and Shun Tak 
Centre. 

Of the hotels to be com- 
pleted in 1987, two have 
Chinese interests. The 
Hotel Nikko Hongkong, a 
first-class hotel in Tsimshat- 
sui East with 462 rooms, is 
to open in June. It is owned 
by Quinnolex, a Japanese- 
Chinese corporation involv- 
ing Japan Air Lines, Kuma- 
gai Gumi group, China- 
backed Shum Yip Trading Co. and 
Zhuhai Trading Co. A 288-room hotel 
in Western district owned by China 
Merchant Steam Navigation, a repre- 
sentative of the Chinese Ministry of 
Communications, is also set for a June 
opening. 

China Travel Service, a representa- 
tive of China International Travel Ser- 
vice, also owns two hotels: the 200- 
room Harbour Hotel and the 173-room 
Hotel New Harbour (the former Singa- 
pore Hotel). 

Two first class hotels, with a total of 
1,500 rooms, will open in 1988 and 1989. 
Both hotels are part of the new Hong- 
kong Exhibition and Convention 
Centre. Another. 500céoom high-tariff 
hotel, owned by Impala Pacific Corp. 
and Sing Tao, is to open in October 1988 
and will be managed by the American 
hotel chain Ramada International. D 
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| Marunouchi: most-sought-after address. 
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. By Charles Smith in Tokyo 


d During the past three 
| years, but more par- 
ticularly from mid- 
1984 onwards, de- 
mand for office space 
in Tokyo has sky- 
rocketed as more and 
i more foreign com- 
| panies have sought to open offices in 
| central Tokyo, while domestic Japanese 
| businesses have moved their headquar- 
| ters from other centres such as Osaka. 
| Meanwhile, the supply of new office 
w space in the central districts has grown 
| only modestly, reflecting continuing re- 
| strictions on the construction of high- 
| rise buildings and the sheer difficulty for 
| developers of moving tenants out so as 
| to be able to redevelop older sites. 
| | A problem which has added still 
| further to the supply-and-demand gap 
| during the past year or so is that Japan's 
ag much-touted office automation revolu- 
tion has increased the pressures on 
| space. At the start of the 1980s, when 
; companies started equipping their head 
| offices with computer terminals and 
| other automation equipment, it was be- 
| lieved that the result would be to cut 
= down the number of workers needed. 
| What has actually happened is that the 
| number of workers has remained con- 
| stant while the amount of space re- 
| quired to accommodate the headquar- 
| ters staff of big Japanese companies has 
| risen from 13 n? to 17 m? a worker. 
| The imbalance between the supply 
. and demand for Tokyo office space is 
reflected in a nominal vacancy ratio of 
0.2% for offices throughout the central 
. business district. The situation in Maru- 
| nouchi, the “inner” business centre 
| lying immediately to the east of the Impe- 
| rial Palace, which is favoured by banks 
| and multinationals as the site of their 
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|n Tokyo you must 
| queue for an office 


Tokyo headquarters, is a good deal 
tighter still. 
Mitsubishi Estate Co., the owner of 


32 out of a total of just over 50 buildings © 


in this much sought-after area, says it 
has a vacancy rate of zero and a waiting 
list of newcomers which would enable it 
to let another 198,000 m2 of space — 
equivalent to just over one-third of the 
total actually available in Marunouchi. 
Roughly 40% of the Mitsubishi waiting 
list consists of foreign companies which 
either want to expand their presence in 
Tokyo or are setting up offices for the 
first time. 

Because of its huge backlog of appli- 
cations, Mitsubishi says it has now 
ceased to accept requests for accommo- 
dation from commercial tenants — even 
if they already occupy space in the 
Marunouchi area. One result of this has 
been that first-class tenants such as the 
Bank of America and Deutsche Bank 
have chosen to decamp to less fashiona- 
ble parts of town rather than face the in- 
definite crimp on their expansion by 
maintaining an address in the Maru- 
nouchi area. 


Fo tenants who have been lucky 
enough to secure space in the central 
district or who have managed to move 
into one of the newly launched develop- 
ments on its fringes, there is at least one 
consolation in the way the present sys- 
tem works. Rents on commercial prop- 
erty, which are governed by a 70-year- 
old law on leases that applies to both 
commercial and private tenants, have so 
far risen much more slowly than land 
values despite the overwhelming de- 
mand for space. : 

Mitsubishi's standard rent for new 
tenants during the first quarter of 1986, 
at Y12,100 (US$73) a n? a month, re- 
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presented a fairly modest rise on the fig- 
ure of ¥11,000 the company was quot- 
ing at the start of 1985. Sitting tenants — 
who cannot be evicted under the 70- 
year-old law by anything short of a court 
order — have been even more gently 
treated. The average rate charged by 
Mitsubishi during the first quarter was 
'Y6,700 a m2, a rise of 6% on year-ago 
levels. 

Mitsubishi officials say they hope to 
be able to raise their rents on both old 
and new tenancies more rapidly when 
new legislation is introduced two 
years from now that will discriminate 
between commercial and private leases. 
Meanwhile, the law does not only serve 
to hold down the company's rent in- 
come. Because of the constraints on 
asking tenants to move, Mitsubishi 
claims that it cannot start work on the 


redevelopment of the Marunouchi area 


without falling foul of the law. 

The only hope of a break in the deve- 
lopment logjam is the sale of a piece of 
government land (the Japan National 
Railways [JNR] headquarters in front of 
Tokyo station) that may come on the 
market in the next 18 months to two 
years. When the JNR site comes up for 
sale Mitsubishi will *do its utmost to 
buy," though the company recognises 
that. competition from speculators as 
well as from other bona fide developers 
may make even recent Ginza land prices 
look cheap. 

The problems that have been hold- 
ing up land development in Tokyo's 
business distict have not prevented a 
series of major developments getting 
under way in other parts of the city dur- 
ing the past few years. But the rash of 
new development projects under way 
on the fringes of Tokyo's central area al- 
most invariably involve redevelopment 
of land already owned by the developer, 
or of sites that are a patchwork of pri- 
vately owned holdings. 

Before starting work on the hugely 
successful ARK Hills project in south- 
west central Tokyo the developer, Mori 
Building Co., spent 13 years persuading 
57 small local land owners to exchange 
their original title deeds for part owner- 
ship of a complex that includes office 
and apartment blocks as well as a hotel 
and a concert hall. 

Elsewhere in Tokyo, major develop- 
ments have tended to be based on land 
originally occupied by a single major 
owner. The ¥120 billion Tsukadajima 
development project on the fringes of 
Tokyo Bay will use the site of a former 
Ishikawajima-Harima shipyard to ac- 
commodate an overflow from the 
Kabutocho area where most Japanese 
securities companies have their head of- 
fices. Another major candidate for 
development is the site of the Ebisu 
brewery of Sapporo Beer, Japan's second 
largest brewery company. 

The new Ebisu complex will be 
owned by Sapporo, but a real-estate de- 
veloper is expected to acquire a stake in 
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We designed the 


9800 to grow the way 
your business grows. 


Most businesses don't grow by leaps and bounds. 

They grow gradually. 

But if you need to add to your mainframe gradually, to keep up with your 
business, you're in trouble. 

You may have to spend a lot more money than you want, buying a lot 
more computer than you need. 

Well, NCR is changing that. 

If you have an NCR 9800, you can expand your system in smaller slices than 
with any conventional mainframe. 

And you can custom-fit the 9800 with job-specific modules. 

Which means, it doesn't matter if you do more on-line transaction processing, 
or more batch processing, the 9800 does both of them more efficiently than other 
computer systems. 

And that can save huge amounts of money. 

So, if you're a growing company, the 9800 can help keep you growing. 

Why are we telling you all this? 

We want to keep growing, too. 

For more information, contact your local NCR representative. 


NCR9800. ‘The evolution Nek 


of the mainframe. 
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Hexagon. Secure a 


MAMAGEMENT CONTROL 





bank vault in your office. 


An electronic banking system for corporate 
customers must provide the highest 
standards of security and management 
control. 


With HongkongBank's Hexagon you stay 
firmly in charge of your own worldwide 
financial affairs. 


Hexagon uses the HongkongBank group's 
privately-owned global data communications 
network. All information passing between 
your personal computer and the Bank's 
mainframe computer is scrambled, using 

the latest data encryption technology. 


Dual and multi-level authorisation, 
enforced automatically, allows your senior 
executives to delegate routine activities to 
their staff while retaining overall control. 
Individuals using Hexagon must uniquely 
identify themselves through special 
passwords. 


These and other sophisticated security 
features combine to provide safety and 
confidentiality for your company's 
finances. 


Hexagon is state-of-the-art corporate 
electronic banking from the 
HongkongBank group, one of the 
world's leading financial institutions with 
more than 1,200 offices in 55 countries. 


To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited + Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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Stay ina suite at The Manila Hotel 


and well furnish vou 
chauffeur for unl; 


with a private car and 


ited, free use. 


Atterallwhy should we treat you any 


different than General Douglas 


MacArthur, 


the Rockefellers or John Wayne? 


Most luxury hotels 
provide you with a first 
class place to stay. 

The Manila Hotel 
also provides you with a 
first class way to get 
around town. 

A personal car and 
chauffeur. 

Available free of 
charge to all guests 
checking into our suites 
at the full rate between 
January 1 and December 
31, 1986. 

The car and chauf- 
feur ate for your un- 
limited use during your 
entire stay with us — 
ever at your disposal 
from the moment you 
arrive at Manila's new 
international Airport 
or at the hotel. 


For around town or 
even out of town. 


After you make suite 


reservations, simply 
make sure you reserve 
your personal car and 
chauffeur 48 hours prior 
to checking in and this 
latest, thoughtful Manila 
Hotel amenity will await 
you. Along with com- 
plete sports/health 
facility, a garden-fringed 
outdoor pool with swim- 
in wet bar, 10 restaurants 
and cocktail lounges, 6 
orchestras, a comprehen- 
sive executive center, 
Manila's finest world- 
class entertainment and 
most spectacular setting 





right on Manila Bay. 


And a 70 year repu- 
tation for meeting the 
demanding standards of 
the world's most expe- 
rienced travelers — the 
titled, famous and 
powerful who have 
always expected the ulti- 
mate in personal 
attention. 

We feel you 
shouldn't expect any less. 


FOR RESERVATIONS: 


Manila: Tel. 47-00-11 

Cable: MANILHOTEL 

Telex: ITT 40537 MHotel PM 
ETPI 63496 MHotel PN 

RCA 22479 MHC PH 


UTELL INTERNATIONAL 
LTD. 


PAL DISTRICT 
SALES/RESERVATIONS 


[I OFFICES WORLDWIDE 
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There are perhaps a dozen incredible 


One of them is a hotel. 


Philippines 


places you must see in the Orient. 
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and ensure your copy each week. 
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JETSPEEDED RATES 
Brunei B$125 00 
China US$70.00 
india US$70.00 
Indonesia US$58 00 
Japan ¥ 22,500.00 
Malaysia M$130.00 
Pakistan Rs 790.00 
Philippines US$49.00 
Singapore $$125.00 
Thailand US$53 00 
Resto! Asia US$70.00 
North America US$88.00 
Australasia A$80.00 
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Hongkong HK$94 50 HK$173 50 HK$315.00 











US$19 50 US$36.00 US$65 00 
Elsewhere £16 50 £30 50 £55.00 
A$21.00 A$38 50 A$70 00 






. ». plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs, The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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| Please enter my subscription for 


Payment of 


O 3months 
O 6 months 
O 1year 


(] Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: USS6/HK$45 


is enclosed 
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| Far Eastern Economic Review, GPO Box 160, Hongkong 
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the project in return for management 
and consultancy services. Similar joint 
ownership formulas now underlie much 
of the residential development under 
way in and around Tokyo, with the 
property developer normally acquiring 
a 50% stake in a new apartment block 
project in return for shouldering the 
costs of planning and construction. 

Mitsui Real Estate, one of the 
pioneers of “cooperative develop- 
ment” of privately owned residential 
land, says projects carried out jointly 
with site owners now account for about 
one-third of its housing development 
business, with another one-third of 
revenue coming from consultancy ser- 
vices. Purchase-and-development deals 
account for the remainder of the com- 
pany's housing development business 
but are growing much more slowly than 
the other two sectors. 


he difficulties of actually buying and 
selling land in Tokyo make the local 
property market a difficult one for 
foreign companies to penetrate. Yet, 
two foreign companies have managed to 
set up shop as local developers/consul- 
tants, albeit on fairly modest scale. The 
older of the two, K. K. Halifax Asso- 
ciates (a joint venture between Jardine 
Matheson of Hongkong and Pacific Ar- 
chitects and Engineers), has tended to 
specialise in condominium projects 
aimed at the Japanese domestic market 
in which the company typically acquires 
part ownership in a joint development 
from the original site owner in return for 
consultancy and construction costs. 
Jones Lang Wootton (Tokyo), which 
was registered as a company in April 
1985, aims in the long run to assist for- 
eign investors, including life-insurance 
companies and pension funds, to buy 
into property in Japan. For the time be- 
ing, however, the company has earned 
most of its income in the form of fees 
paid from elsewhere in the Jones Lang 
Wootton (JLW) group for consultancy 
services related to Japan. The Tokyo 
company was instrumental in helping 
Mitsubishi Bank to acquire its £35 mil- 
lion (US$53.11 million) British head- 
quatem building during 1985. In Lon- 
on, New York and Hongkong (as well 
as in Japan), JLW is in the process of 
taking on Japanese staff so as to be able 
to deal effectively with the third-coun- 
try needs of major Japanese companies. 
Investment by Japanese real-estate 
companies in overseas property has re- 
ceived a powerful thrust during the past 
year or two from the difficulties of ac- 
quiring land in Japan, according to the 
Japan Real Estate Association, but few 
companies are willing to release data on 
the precise extent of their overseas 
holdings. One of the most active over- 
seas investors, Mitsui Real Estate, esti- 
mates that it now holds between 80 
billion and ¥100 billion worth of over- 
seas property, equivalent to about 1096 
of its total portfolio. Oo 
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In Tokyo the rent 
fits the pocket size 


By Bruce Roscoe in Tokyo 


Any foreigner coming 
to work in Tokyo had 
better make sure that 
his salary and ex- 
penses package in- 
cludes a house- 
rental allowance of 
mE S. 2 US$45,000 a year. 
That should be enough if he is single, 
and does not need to be near foreign 
school bus routes, or close to his com- 
any. 

If he has children, and does not want 
them to spend more than an hour travel- 
ling to and from school, and if his wife 
wants to be near a shopping centre 
which stocks at least some foreign pro- 
ducts, he would require a housing allow- 
ance of around US$74,000. 

At the top end of Tokyo's property 
scale, city condominiums or suburban 
residences can be snapped up for an an- 
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Salarymen’s homes: two-tier pricing. 


nual rent of US$145-220,000. The 
rough rent formula — used by property 
agents such as Ken Corp. — is US$36 a 
m^ a month for the best spots, and 
US$27 for less than the best. For fussy 
foreigners who must go Western in 
Japan, it is about right. But why so ex- 
pensive? Ken Corp., which claims to 
handle about 90% of the foreign corpo- 
rate rentals in Tokyo, puts it all down to 
supply and demand. 

Three incoming waves of foreigners 
since 1980 have about doubled West- 
ern-style Tokyo rentals which, in US 
dollar terms, have again risen by about 
50% since February 1985, thanks to 
Washington-Tokyo collaboration to 
drive the yen up. About 180 American 
engineers and technicians arrived in the 
first wave to help assemble Tokyo's Dis- 
neyland (they later left, but rentals were 
permanently affected). 

Following the Disneyland dispatch, 





about 300 IBM computer men and 
families descended in the second wave 
in 1984 and 1985, taking rentals right 
into Tomorrow Land. Ken Corp. esti- 
mates the supply of IBM executive- 
grade rental accommodation at only 
about 10,000 units in Tokyo, so demand 
for even a dozen or so more, let alone 
300, tells Japanese landlords the market 
is theirs to fix. 

Tokyo’s financial liberalisation 
(drawing foreign stock and bond deal- 
ers) accounts for wave No. 3. Rentals 
for foreigners are now rising by 10- 
20% a year, while Japanese rentals 
go up usually no more than 4-6% each 
two years. 

Peking should not take all the credit 
for operating a multi-tier pricing sys- 
tem, and accommodating to the purse 
sizes of local and Overseas Chinese and 
foreigners. Tokyo has been doing 
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exactly that for many years, and Japan- 
ese families blessed with sizeable tracts 
of land in desirable city locations, in- 
creasingly are building foreign-style 
condominiums to reap the bonanza. 
Some condominiums have one or two 
apartments with rents set much higher 
than those for Japanese occupants. 

But for foreigners who speak Japan- 
ese or have Japanese friends who can in- 
troduce them to property agents patron- 
ised by Japanese, much more reason- 
able deals are available. Residential 
segregation is breaking down as more 
foreigners are forced to make their way 
into Japanese neighbourhoods. Here, 
within a 45-minute train-ride to the 
Ginza, apartments of about 60 m? — the 
type a middle-level Japanese executive 
might rent — can be found for around 
US$10,000 a year, though a Japanese- 
style house of similar size probably 
would cost double that. oO 
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Well into the latest 
upturn in the con- 
struction cycle, office 
space in Australia's fi- 
| nancial capitals of 
d Sydney and  Mel- 
| bourne is settling into 
T "^! a two-tiered market: 
continuing strong for very new, high- 
| quality space while weakening for build- 
ings more than 10 years old. 

Rents in Sydney's central business 
district (CBD) pushed through the 
A$500 (US$370)/m? a year mark during 
1985 with Mitsubishi Corp. said to be 
paying about A$535/m2 at the top levels 
_| ofthe nearby AMP Tower. The average 
| for top-quality space went up by 12% to 
about A$470/m?, according to real es- 
tate firms (annual figures, exclusive of 
_ cleaning charges, are normally used in 
| Australia). 

Top-quality buildings completed 
during the year filled up rapidly. The 36- 
storey 35,000 m? red granite-clad State 
Bank of New South Wales building 

 fronting Martin Place found a ready 
. market at around A$365/m? for levels 
12-20 and A$465/m? for higher levels 
— (showing the premium placed on views 
over Sydney Harbour and the 
coastline). The 40,000 m? National Aus- 
p tralia Bank building astride the top of 
Bridge Street filled in its mid-levels for 
] A$320 to A$380/m2. 

The 90,000 m2 Grovesnor Place 
building near the Regent Hotel had pre- 
. let about 40% of space six months be- 
_ fore first occupancies expected this Sep- 

tember, at rents averaging about 

J—. A$425/m2 for the lower levels. 
The shortage at the top is even 
more pronounced in Melbourne's CBD 
| near the Melbourne Stock Exchange 


| READY FOR A 
. RATE RISE 


6 Dre the recent openings of top- 
class hotels in Sydney and Mel- 
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climbing rapidly as a result of increased 
.| business activity and a booming foreign 
| tourist trade. 

| With inner-city hotel room supply in- 
| creasing 9.195 in Sydney during 1985, 
.| occupancy rates climbed 1.5 percentage 
| points to 79.5% in the last quarter of the 
| year. This represents an 8% increase in 
average room takings, according to a re- 










wick Mitchell and Co. 
A lull in hotel completions will sus- 





bourne, room and occupancy rates are 


| cent report by accountants Peat Mar- 


Prime space filling up 
fast in Australia 


in Collins Street. The lavish Rialto 
complex was 4875 let as it was com- 
pleted early this year, at rents rang- 
ing from A$205 to A$430/m2. Vacan- 
cies in prime space plunged to around 
1% and rents jumped about 20% during 
1985 

The entry of 17 new foreign banks 
with demands for prestige CBD space 
for head offices (Sydney or Melbourne 
in all but two cases) and prime street- 
level space for main branches in the 
state capitals was one strong input. The 
dozens of new merchant banks also re- 
quired top-notch representative space. 
Established tenants also showed itchy 
feet, with an estimated 8% of all Sydney 
CBD offices shifting premises in the 
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Intercontinental Hotel: booming tourist trade. 


tain this tightness for two or three years. 
Several major groups are considering 
big developments but the only substan- 
tial inner-city addition is the JAL- 
Nikko chain's refurbishment of the 
former Chevron Hotel at Kings Cross. 
Nikko also plans a new hotel in the 
centre of the city, while France's 
Meridien chain is planning a low-rise 
waterfront hotel in the Rocks area 
looking across to the Sydney Opera 
House. 

In Melbourne, the pressure on top- 
quality inner-city rooms has been 


tighter. With the room supply increas- 
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past year. One reason was pent-up de- 
mand from the recession years of the 
early 1980s, released by a period of re- 
bounding profits over 1984-85. 

Automation. has, if anything, in- 
creased space requirements, as desks 
are expanded to carry word processors 
and terminals.and floor space is set aside 
for photocopiers, shredders and so on. 
A trend among some companies to cut 
out layers of middle-management and 
operate with a leaner head office staff 
has not yet produced a significant 
counter-trend, property analysts said. 

Although the market is tight overall 
in Sydney, with a 3% vacancy rate in the 
CBD's 2.5 million m? of space, the posi- 
tion could change quickly with 600,000 
m? of new or refurbished space coming 
on to the market over the three years 
1986-88, Sydney's Building Owners and 
Managers Association warns. To avoid 
any easing of the market, this would re- 
quire annual absorption to lift from the 
average 100,000 m? a year, to around . 
180,000 m? a year over the next three 
years. The 165,000 m? take-up in 1985 
was a record that a slowing economy 
seems unlikely to sustain. 

In peripheral CBD areas, particu- 
larly south of Martin Place, developers 
seem to be slowing down the pace of 
building to match demand forecasts. “I 
think the lesson of the late 1970s [a time 
of massive oversupply] has left its 
mark," said L. J. Hooker leasing man- 
ager Ian Peters. *People do not walk 
into the same situation twice." 


wo factors that will lift demand in 

the southern and western CBD 
fringes, however, will be the New South 
Wales state government's A$1 billion 
redevelopment of former docks and 
railway yards at Darling Harbour into 
parks and exhibition space, and the 
spread of Sydney's Chinatown with an 
expanding Asian population and a 
growing local demand for Asian food 
and products. As the upgrading pro- 
gresses, property analysts see buildings 
once regarded as “modern” — the con- 





ing only 3.5%, the occupancy rate 
zoomed up six points to 77% and room 
takings showed a 13.4% increase. Bris- 
bane, another tourist gateway, in- 
creased supply by 7.9% and managed a 
7.6% increase in takings on a four-point 
rise to 61% in occupancies. 

William Cross, hotel and leisure divi- 
sion chief of property consultants Col- 
liers International, believes Sydney’s 
major hotels are undergoing an “explo- 
sion” in average room rates. He told a 
recent Pacific Area Travel Association 
seminar that these hotel rates “have the 
potential to double within the next five 
years.” This would flow on to hotels 
throughout the country, and tilt the 
“traditional attitude” of investors to- 
wards hotels. 
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crete and glass offices of the 1960s — be- 
coming a drag on the market. 

In Melbourne, the market seems 
likely to ease in a more even way, 
chiefly because the CBD is not so 
clearly defined and limited by natural 
features — as is the Sydney CBD with 
the harbour and parks on three sides. 

The quality premium in Sydney has 
kept big institutions interested in major 
new buildings, though figures produced 
by property consultants Jones Lang 
Wootton (JLW) show yields steadying 
at 6-7% for prime CBD space over 
1985. Recent sales show some firming, 
principally the lease-back purchase of 
the 50-storey Qantas head office by the 
main federal government superannua- 
tion fund for A$200 million, a record for 
a single building in Australia. This may 
have given a yield close to 5.5% reflect- 
ing the long-term growth expected from 
the building. 

One feature of recent commence- 
ments has been involvement of foreign 
companies in major projects, particu- 
larly in Melbourne. In large part this has 
been a product of low interest rate— 
funding available in the home base com- 
bined with the security and long-term 
growth prospects of prime Australian 
property. For their part, Australian de- 
velopers are rushing to the US. 

Although under attack from Austra- 
lian real-estate interests as a critical de- 
pressing factor, foreign investment reg- 
ulations seemed to have been honoured 
more by exception than rigid applica- 
tion in recent years. An easing of guide- 
lines for the Foreign Investment Review 
Board (FIRB), announced last October 
by Treasurer Paul Keating, raised the 
thresholds above which a developer 
must seek government approval. 

In principle, all real estate develop- 
ments except those costing less than 
A$10 million and completed in less than 
five years, are required to have 50% 
Australian equity. However, Canberra 
seems to have been fairly flexible in 
applying a provision for grace periods 
to allow local equity to be found or 


Cross said Australian room rates and 
Sydney’s in particular were unjustifi- 
ably lower than in other world capitals. 
Despite a 36% jump in two years, Syd- 
ney average room rates at A$102.96 
(US$76.20) in March this year were far 
below rates elsewhere. By comparison, 
he said, Hongkong and Tokyo rates 
average much more at A$170 and 
.A $172, respectively. 


he supply-and-demand balance pro- 

jected through the next four years 
was seen by owners and operators as an 
excellent opportunity to bring up rates. 
* And, finally, there is a certain matur- 
ing of Australia as a visitor destina- 
tion," Cross said. “The country has 
unique characteristics for tourists, is 
well marketed abroad, and significant 
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for completed projects to be sold off. 

Singaporean entrepreneur Jack Chia 
has commenced work on the first stage 
of his A$1 billion office-retail-residen- 
tial complex in Melbourne's South 
Yarra district with the only local equity 
advanced so far the A$5 million input 
from finance house Australian Guaran- 
tee Corp. Japan's Kumagai Gumi had 
been given approval to build its A$800 
million Victoria Central office tower on 
the Melbourne CBD fringe, with an 
FIRB requirement to sell 80% to Aus- 
tralian interests — but with no deadline. 


ax changes announced by Keating 

last year have had a profound impact 
on the Australian property scene, but 
chiefly at the lower end of the commer- 
cial and retail markets and the residen- 
tial sector. Starting with new borrow- 
ings from 17 July 1985, interest pay- 
ments in excess of income earned from a 
particular property can no longer be 
charged against income from other 
sources (*negative-gearing"). From 19 
September 1985, capital gains in excess 





Sydney CBD: shortage at the top. 


inbound visitor growth is certain to 
occur in the years ahead." 

As an example of current hotel in- 
vestment yields, Cross cited the 
“hypothetical case" (but based on a re- 
cently completed Sydney hotel) of a 
four-to-five star 220-room hotel costing 
A $26.4 million to develop. At 80% oc- 
cupancy and an A $85.88 average room 
rate, room revenue would reach A $5.5 
million. With food and beverage and 
other income, tofal revenue would be 
A $10.48 million a year. 

Operating costs would take about 


of the consumer price: index is taxable | 


IB! getin and build." 
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at the marginal rate of personal or cor- | 
porate tax, when rea.lised on all assets | 
apart from the principal residence. | f- 

JLW's national research director | . 
Seek Ngee Huat points out that the | 
chief investors in leuge-scale property, | 
the life insurance ‘offices and pension. |. 
funds, have no change in their tax status - y 
under the new rules. With property | - 
trusts — also major participants in the i ‘ 
medium-to-upper market levels — the La 
capital gains tax could encourage unit- E 
holders to seek more of a balance be- | 
tween capital gains and income, instead | - 
of going for short-term capital growth. t 
A lowering of personal income tax rates | 
will, meanwhile, create more disposable | 
income which could circulate back into | 
property via tax-exempt institutions. 

The chief impact has been on indi- 
vidual invest ors in smaller suburban of- 
fices, retail premises and housing. The | 
abolition of negative-gearing removes a f 
major investment incentive, while in- |- 
troduction of capital gains has placed a. | - 
premium ‘on retaining property owned | 
before 1% September 1985 through a | 
major market boom. "There will bea | 
period of; inactivity,” said Seek. “Even- | 
tually rentals will go up to a level where - 
it becomes profitable for developers to 
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| 
The tax changes have also turned the 
home into a tax haven, increasing de- | 
mand for the very top quality proper- | 
ties. From the upper-middle range n 
down, high interest rates are depressing | 
prices. Foreign executives posted to | 
Australia are in something of a buyers | 
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‘| market if they have access to low-in- | 


terest rate funding. Meanwhile, rents | - 
are rising rapidly. 
An upper-bracket three- to four- | 


bedroom house in Sydney's eastern sub- | 
urbs — well back from the water but 


rents for about A$2,000 a month, while ~ 
a similar house inland in the north shore 
"stockbroker's belt" would cost about 
/4$300,000 and rent for about A$1,300a _ 
month. LR | 


75% of revenue. From the remaining : 
A $2.6 million would be deducted insur- | | 
ance, rates and taxes, provision for fit- | 
ting replacements, and management 
fees, estimated at 3% of total revenue — 
and 10% of gross operating profit. The | 
owner would get a net income of A$1.77 | - 
million or about 7% on his invest- | — 
ment. x] 
Cross said a lift to A$140 in the aver- | 
age room rate would give investors an 
“entirely acceptable" 18% return, and | |. 
major hotels now had the market condi- - | 
tions to force such a rise. “The only 
thing I fear, and that can contract from 
or inhibit this exciting trend in hotel in- 
vestment is the quite repugnant tenden- 
cy for operators to engage in the mad- 
ness of price-cutting or discounting,” he | 
said. — Hamish McDonald | - 
















|Bombay works toits - ^ ~~ 
.| own set of rules | 


By Lincoln Kaye in Bombay 


The view from the top 
is as pricey in Bombay 
as anywhere in the 
worl'd. Prime flats and 
"| offices cost upwards 
'| of Rs 3,000 (US$242) 
|a ft? in the tower 
L e fringing the 
city’s southern tip — with rentals run- 
ning at around 1% of value a month: Of- 
fice space has been appreciating around 
50% a year in value. Yet the vistas of 
Bombay’s executive suites are a far cry 
from those of similar apartınents in New 
York, Hongkong or Tokyo. In contrast 
to these other world-class commercial 
capitals, Bombay looks low-rise and 
shabby. 

Much of the waterfront is lined with 
fur- or five-storey apartment buildings 
in Raj-era architectural styles ranging 
from art deco to Saracenic gothic. The 
heartland of the city is dominated by 
squat and antiquated textile mill's, many 
of them now disused. Crumbling slums 
huddle at the factory gates. 

Modern high-rises are confined to 
the Arabian seacoast, running in a nar- 
row strip for nearly 30 miles along the 
western shore. Many of the classier resi- 


. dential buildings sport blank windows 


and balconies: landlords choose to leave 
their flats vacant rather than risk forfei- 
ture of their premises to tenants who are 
entitled to squat virtually indefinitely 
under the antiquated rent-control laws. 

The low-rise view from Bombay's 
tower blocks provides a clue to why 
property prices have exploded in the 


common to most major Indian cities. 
What makes Bombay different is*the 
other side of the price equation: de- 
mand for prime residential and-office 
space is hotter here than anywhere else 
in India. 

Accounting for only about 196 of 
India's population, the city generates 
nearly 60% of India’s tax revenue. Two 
of the country’s four major- business 
houses are headquartered in Bombay. 
The port accounts for two-thirds of 
India’s seaborne trade. The fast-de- 
veloping Bombay High  oilfields 
offshore attract a swarm of rig drilling 
and servicing companies. Bankers and 
brokers flock to the city to join in 
the local bourse's explosive equity 
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vailing term-deposit rates in India), the 
Juhu commuter saves Rs 20,000 
monthly in exchange for spending 60 
hours on the trains. 

But such calcalations imply a much 
more orderly and actively traded prop- 
erty market than actually exists. The 
cost differential between north and 
south Bombay is real enough, but the 
17o monthly formula for converting a 
flat's purchase price to arental rate pro- 
vides only the: roughest indication of 
market reality in a situation where land- 
lords would sooner keep flats and of- 
fices vacant for years rather than chance 
occupancy by long-term squatters. 

To insure themselves against this risk 
and to protect their property yields 
against the vagaries, of interest rates, 
landlords — when they are willing to 
rent at all — usually insist on massive 
pre-payments. Rent for.the full term of 
the lease is often paid up front in a lump 
sum. Non-interest bearing deposits ap- 
proaching the replacement cost of the 
premises are commonly required. *Key 
money" runs high. 

Landlords may demand 
much of these pre-payments 
in cash in order to beat the 
steep tax rates, or in for- 
eign currency to get around 
stiff exchange controls. For 
those who can afford it, it 
is usually cheaper to buy 
space than to rent it over the 
medium term, especially in 
light of the approximately 
33% yearly rate of apprecia- 
tion on prime property dur- 
ing the 1980s to date. 

So capital intensive has 
the Bombay real-estate 
market become that invest- 
ors find themselves now 
forced to trim back their 
portfolios and turn over 





their holdings more and 
more frequently just to 
keep ahead of the market. Owning 
ever-smaller pieces of a building over 
ever-shortening time frames, landlords 


Central Bombay: prices soaring. 


| 1980s: it is not just the physical com- 
| straint of the city's geography. “Ad- 
| ministered scarcity," in the phrase of 
- | one mortgage banker, has also played a 
| | dominant part. The land bank is effec- 





boom. The world’s most prolific film in- 
dustry is also in Bombay. 
But nowadays, Indian companies are 








tively frozen by a 1976 law which strictly 
limits the size of vacant urban property 
holdings allowable for private develop- 
ment. 

The rental market has been all but 
killed off by the rent-control laws. Court 
decrees bar further land fill at the south- 


. such a regulatory environment, land 
. costs account for a higher proportion of 


built property prices than in comparable 
cities elsewhere: nearly 6595, estimates 
one real-estate agent. 

But restricted land supply tells only 


half the story of Bombay's soaring prop- |: 


erty prices. Administered scarcity is 


finding it increasingly hard to persuade 
Indian middle-managers to take up 
Bombay postings. The reason is the 
commuting: on a quite respectable In- 
dian salary, the nearest affordable mid- 
dle-class family housing would be an 
hour or more from the business hub of 


of commuting time, there is a drop off of 
about Rs 220 a ft? in the price of flat 
space. That means that a 1,200 ft? flat 
which would cost Rs 3 million in smart 
Malabar Hill goes for just Rs 1 million in 
Juhu, an hour and a quarter away. Set- 
ting rents at about 1% of the flat's pur- 
chase price a month (comparable to pre- 


feel less responsibility than ever for the 
upkeep of their premises. Developers 
patiently await the physical collapse of 
the better-constructed pre-war build- 
ings of the Fort area business district 
and the seaside Marine Drive. Only 
then — an estimated 30-40 years from 


.| ernendofthe island, where water mains | south Bombay, whether by car on the | now — can these prime locations be re- 
_ | and sewers are already overburdened. | bumper-to-bumper arterial roads or by | leased into the land bank. 

| Unions have blocked the transfer of in- | crowded commuter trains. A few local developers, like the 
_ | dustries to satellite towns. Judges have Maker and Rahedja groups, buck the 
| even ordered the demolition of already- eal-estate prices correlate closely | trend towards shabby construction and 
| completed high-rise buildings that ex- A with travelling time to downtown | slipshod management. As a result, 
.| ceed their allotted plot ratios. Under | offices: for each additional 10 minutes | space in their buildings commands pre- 


mium prices. But in general, mainte- 
nance and building services are on the 
tenants' chalk. Some tenants even 
undertake massive structural alteration 
of their rented space. Downtown pre- 
mises are so scarce that a handful of 
inner city slum dwellers have come 
around to the idea of sub-letting their 
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The re-opehitig of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. | 


‘As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: | | 


“The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
‘operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint venti qe 
cooperative production projects and a 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over. 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign eritities 
for effecting technical transformation, .with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 





















This book explains how to do business 
| with China by taking advantage of these 
new: opportunities. It discusses the 
country's economic performance and po- 
| tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
|. and the legal, regulatory and tax environ- 
ment. > 

-It alse provides practical information. on E 
the many do's and dont's through the use | 
dightenin case histories. e $E 


: (195 pages — liberally illustrated with colour plates, maps and graphs) 
- The Authors 
“Robert Delfs joined the Far Eastern Economic Review as China Business Cote 


_ dentin 1981 andis a former editor of the Review's China Trade Report. He he 
contributed articles to other publications including the London Times, and the | 


Robert Delfs 

























"region. A: graduate.of Stanford University, he attended Princeton University 


Business Review. Based in Hong Kong, Delfs travels frequently in China and the 






-graduate student in Chinese history and studied Chinese and Japanese in Taip x 
Tokyo. a 


- Thomas D. Gorman 
-A graduate of Princeton University’s East 
-Asian Studies Department, 


Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong-Kong) Ltd. He has 


. been a Hong Kong resident since 1974, 


and began travelling in the People's Re- 


. public of China in 1975 on behalf of 
China Consultants International. 


Order Your Copy of This Valuable Book To 
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- Circulation Manager, Far Eastern Economic Reviev 
G.P.O. Box 160, Hongkong. 


| Please send ........... copyís) of China for which I enclose US$60 
copy. For surface mail aee add US$, for airmail rey 
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Owen D. Nee, Jr. 
Owen D. Nee, Jr. is a partner of the 
national law firm, Coudert Broth 
is in charge of the firm's China pri 
He is a graduate of Princeton U 
and Columbia University Law $ 
where he was a merniber of the Bo 
Editors of the Law Review. Ne 
studied Chinese in the 1960s 
Chinese University of Hong Ko 
serving as a Princeton-in-Asia F 
the University. 
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waitting nearly a year and inspect- 
unCireds of offices and flats before 
inding suitable premises on acceptable 
ncial terms: 










eve rtheless, the deck is not stacked 
«entirely against foreigners entering 
1e Bornbay property market. Since for- 
ignerss enjoy much more limited rights 
nder the rent-control laws, landlords 
eel less threatened by foreign tenants. 
fith patience, careful mustering of 
ontacts, and plenty of luck, a foreign 
rm can sometimes do better than a 
I one; landlords might rent out pre- 
ies well below market rates just for 
€ of mind. The prediction of one 















roperty bubble will have to. burst. 
ithin two or three years. Already he 
$ the soaring real-estate costs. as a 
‘ippling disincentive to doing business 
jombay. 

For a city of its size and commercial 
ortance, Bombay is desperately 
rt of international standard hotel 
ce. The city boasts only two deluxe 
els, the Taj Mahal Intercontinental 
he Oberoi, with just about 1,400 
oms between them. A 300-room an- 
exe to the Oberoi, due for completion 
te this year, might help a little. Still, 
n at the Rs 1,000-a-night rates, rooms 
ither hotel will remain hard to come 
from October to March, the peak 
on for Western and Japanese 
ts. | 

viet and Gulf tourists gravitate to 
three second-echelon hotels, the 
ur, the Sea Rock and the Presi- 
where rooms cost about ‘20% less, 
But these hotels are poorly situated: the 
rmer two are out at the airport and the 
ter far down the Colaba peninsula. 
ttter-located are the four-star hostel- 
s in the downtown Churchgate area 
.the Ambassador, the Ritz and the 
atraj — where room rates start at 
out Rs 600 a night. Some business 
ivellers complain of dodgy telecom- 
unications in these places, though. 
Communications, cleanliness and 
vice drop off even more sharply in 
ny of the lesser hostelrie:s in the Col- 
a and Churchgate areas., though bar- 
s may still be found by cognoscenti. 
ually no discounts are available at 
iter piene d hotels unless a firm is 















































economist, meanwhile, is that the ` 







to recovery 


By Carl Goldstein in Taipei "E 

ee Taipei's property mar- 
| ket is showing signs of 
recovery after a five- 
year slump. The. im- 
pact of changes in zon- 
1| ing regulations and a 
*| vacant-land tax, which 
BE jj led to a fevered rush 
to build, has nearly run its course. Deve- 
lopers are feeling more hopeful than 
they have for some time, though vacancy 
rates remain high. 

- Now, the top end of the commercial 
office-space market, which has been the 
only strong performer during the past 
several years, is beginning to show signs 









of weakness as a result of overbuilding. 


Most of the new building in the past two 
to three years has been aimed at this 
market, concentrating in the eastern 
part of Taipei. Most multinational com- 
panies have located within this area, as 
well as many domestic firms. | 


= sale and rental prices for top-quality | 


space have remained stagnant since a 
year ago, while. vacancy rates have 
risen. Market analysts say the rate for 


this sector has crept up to 15%, from 


about 10% a year ago. a 

A recent survey found that ‘rental 
costs varied from  US$7.50/m2 to 
US$10.25/m2, not counting manage- 
ment fees. Sale prices ranged. from 
US$950/m? to US$1,105/m2 for upper 
floors. Customarily, ground floor space 
in a desirable location costs about twice 
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SUPPLY-SIDE . 
DEFIANCE 


By Paul Ensor in Seoul 


S eoul property developers are at- 
tempting to defy gravity as they 
push up new office blocks in the face of 
an existing glut of space and declining 
commercial rents. While there are few 
reliable figures on demand and supply, 
estate brokers estimate that office space 
over the past two years has grown at al- 
most twice the rate that demand has, 
During the 1970s major conglomer- 
ates were able to shelter otherwise un- 
profitable business operations with the 
profits which they earned on property 
speculation. The government which took 
power in 1980 recognised this problem 
as harmful to the competitiveness of the 
companies, as well as contributing to in- 
flation. Draconian rules regarding taxa- 


tion and transaction records introduced 


since have successfully kept price in- 


- creases much lower than in the past. | 
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Slow price and rental increases have 


| been the rule in Seoul. Estate agents es- 


timate residential values have climbed 
10-15% — well above the low inflation 
rate but only a slight rise by past stand- 
ards. Office rents have fallen 10-30% 
due to the glut. The 63-storey Daehan 
Life Insurance building, which domi- 
nates the city’s skyline, is still looking 
for tenants since it opened its doors last 
July. The owners have reportedly offer- 
ed rent discounts of 30% to new tenants. 

It is a similar story in many of the 
splendid new edifices of the past two or 
three years, especially on the island of 
Yoido, a second business centre away 
from downtown Seoul, where the na- 
tional assembly, the stock exchange and 
the offices of two TV networks are 























to provide loans either to developers or 
home-buyers. As a result, developers fi- 
nance projects through pre-sales. 

Taipei's hotel industry is in the dol- 
drums, along with the tourism industry 
as a whole. Visitor arrivals (including 
tourists and business travellers) drop- 
ped 4.396 last year to 1.46 million. 
Average occupancy rates for interna- 
tional-class hotels also went down a bit, 
falling from 63.7% in 1984 to 62% last 
year. Overall, room rates rose slightly 
to NT$2,200 (US$55), up from 
NT$2,108 the year before. 

A few top hotels did better at filling 
their rooms — and at higher prices. The 
Ritz managed a 76% occupancy rate in 
1985, with an average room rate of 
NT$3,600; the Royal showed 71% oc- 





cupany and average prices of NT$3,100; 
the Lai Lai Sheraton, 73% and 
NT$3,100, and the Hilton, 65% and 
NT$2,400. (All figures were supplied by 
the hotels.) 

There are two major new hotel pro- 
jects on the horizon, one already under 
construction, the other still in the talk- 
ing stage. The former is the Apollo- 
Meridien Hotel, a massive 1,022-room 
joint venture between Singapore-based 
Apollo and the French-owned Meridien 
chain, now rising at the new World 
Trade Centre complex in east Taipei. 

The second, which is to be known as 
the Regent Hotel, has been billed as an 
ultra-luxury hotel with 500-600 rooms 
all equipped with personal computers as 
well as the standard amenities. 
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Lai Lai Sheraton: success 


of the few. 








many into building office space instead. 
In addition, anti-speculation measures 
include a number of punitive taxes on 
holders of idle land. These in turn may 
have encouraged development. 


a ofere opment plans for the Seoul 
city centre, aimed at showing visit- 
ors to the 1988 Olympics a clean modern 
metropolis, have made building permits 
very easy to obtain. Finally, a loosening 
on height controls of buildings in the 
downtown district, originally in place to 
discourage congestion, have given rise 
to flashy new towers such as Samsung’s 
Dongbang Building, which houses a 
large shopping centre complete with the 
fountains and special video effects one 
would expect to find in Japan. 

The past still haunts Seoul's techno- 
crats, however, and with the growth- 
first expansionary monetary policies of 
the past 12 months, there is rising con- 
cern over fresh outbursts of speculation. 
Values on prime land in Seoul are stag- 
nant, but there are reports of sudden 
price increases in newly developed 
areas, such as industrial plots in 


"Sept diror. ca ^ 


JOE MANGUNO 





Kyonggi province to the south of the 
capital. Land values in Bupyong, an in- 
dustrial estate southwest of Seoul, near 
the port city of Inchon, doubled in the 
past year, according to a financial 
source. Within Seoul, subway lines 
completed late last year have as much as 
doubled residential values in some 
neighbourhoods, particularly in the less 
fashionable northern parts of the city 
which are suddenly connected to the 
city centre by the underground railway. 

In March, the Economic Planning 
Board announced its decision to put 20 
*vulnerable areas" under close supervi- 
sion to prevent speculation. All of these 
areas are outside of Seoul, in Kyonggi 
province and to the immediate south. 
The city of Taejon (169 km south of 
Seoul), where the government would 
like to relocate a number of offices to re- 
duce congestion in the capital, is a parti- 
cular worry, as are some areas of re- 
claimed land on the west coast. A spe- 
cial task force to deal with the problem 
has been formed, and is likely to monitor 
strictly land transactions and tax collec- 
tion in the designated area. L1 
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Awaiting the 
21st century 


By Nick Seaward in Kuala Lumpur 


Malaysia's property 
MS HIGH market is dominated 
? RISE by a huge glut of office 
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| space in Kuala Lum- 

Y mE pur. Property consult- 
SN LA ants seem to agree in 
EPs Aes) their predictions that 
ERN YA the overhang will re- 
main for some years yet — some say 
until the end of the century. Already, 
occupancy rates of some of the newer 
high-rises have fallen to around 70%, 
while rentals, according to one consult- 
ant, fell last year from an average of 
M$3.25 (US$1.25) a ft? to M$2 a ft?, 
inclusive of service charges — a drop of 
38%. 

In the federal territory of Kuala 
Lumpur and its satellite town of Peta- 
ling Jaya in neighbouring Selangor, the 
position of some developers is desper- 
ate. Some of the skyscraper office 
blocks are now standing half empty. 
Others are still waiting for their first ten- 
ants. 

In Petaling Jaya, the M$50 million, 
27-storey Menara MPPJ office block is 
still empty, even though its owners 
the Petaling Jaya municipality — pre- 
dicted in 1985 that it would be fully 
leased by the middle of this year. Now 
the Committee on Town Planning is 
predicting 60% occupancy by the begin- 
ning of 1987 but only three of the ten- 
ants of the 27 shops in the building’s 
sunken plaza have started business in 
anticipation. 

Menara MPPJ's lack of success so far 
in getting tenants to move in is all the 
more remarkable for the fact that prop- 
erty consultants in Malaysia have been 
stating that there is no oversupply of of- 
fice space in Petaling Jaya. It seems that 
the current recession is forcing com- 
panies to take cheaper office space in 
the town’s ubiquitous three-storey shop- 
houses, where rents of 80 M cents to 
M$1 a ft? can be had, compared with the 
M$2.40-2.80 a ft? that Menara MPPJ 
was reported to be asking towards the 
end of last year. 

If that is the position in "recession- 
proof" middle-class Petaling Jaya, life 
for the big boys 10 km down the Fed- 
eral Highway in Kuala Lumpur would 
seem to be very difficult. And indeed it 
is: the 38% drop in average rentals is 
only part of the story — property con- 
sultants report that landlords are having 
to give away one free car-parking space 
for every 1,000 ft? rented and are having 
to include service charges, carpets and 
other accessories such as partitions and 
blinds. 

Landlords are also prepared to offer 
rent-free periods of up to three months 
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to major tenants. At the same time, 
. minor prospective tenants who are 
. Seeking to rent areas as small as 400 ft2 
are being actively wooed by the mana- 
gers of some of the largest and most 
prestigious blocks. 

The reason for the collapse in prices 
is the same as it is anywhere — chronic 
oversupply. Property consultant Jones 
Lang Wootton (JLW) estimates that at 

its peak during 1981-82, the annual 
take-up of office space in Kuala Lumpur 
. was 1-1.5 million ft2; annual take-up is 
now down to 500,000 ft2 and at this rate, 
it will be nearly 30 years before all avail- 
able office space is fully utilised — pro- 
. vided no more lettable area comes on 
| the market after 1987. JLW estimates 
| that 24.5 million ft? of office space is 
available at the moment, with a 65% 
overall occupancy rate. By the end of 
next year, an additional 5.5 million ft2 
will have been completed, forcing aver- 
| age occupancy down to a miserable 
| 55976. 
. Other estimates of office availability 
| are much lower, but the proportional 
rate of overcapacity remains the same. 
. According to C. H; Williams, Talhar & 
Wong (WTW), the supply of Class 1 of- 
| fices in Kuala Lumpur will reach 23 mil- 
| lion ft? by the end of next year, com- 
| pared with a demand of less than 13 mil- 
1 | lion ft?. This forecast implies that supply 
_ of Class 1 offices will have nearly tripled 
| in the five years since 1982. 
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| "The hotel and retail sectors have not 
| escaped the glut either. Occupancy 
| rates for hotels have plunged from 
| around 80% in 1984 to around 55% last 
| year and official room rates have drop- 
| ped by 57%, estimates WTW. Kuala 
|  Lumpur's hotels are still expensive 
. when compared with neighbouring 
| Singapore's, but corporate customers 
| can now expect to pay about M$70-90 a 
| night in the iei reg: capital as op- 
f p to the M$120-150 they would 
| have been charged before the Shangri- 
| Laand Pan Pacific opened last year. 
B Excluding hotels with less than 100 
| rooms, there are 6,800 hotel rooms in 
| Kuala Lumpur now, of which perhaps 
| 1,000 are surplus to the requirements of 
| the market. By the end of next year, the 
| total will be 8,500 — despite the cancel- 
| lation of one major project — of which 
I 2,400 will be surplus. 
| , Retail space has nearly quadrupled 
| in Kuala Lumpur since 1984 — largely 
i due to the proliferation of air-con- 
| ditioned shopping malls. Rentals, how- 
; | ever, have not fallen as much as for of- 
| fice space and about M$5 a ft? can still 
| be commanded. But several major ten- 
| ants of these centres are believed to be 
_ several months in arrears with their 
rent, so a sharp drop in retail rates is 
probably on the cards for the future. 
z . Average occupancy is now about 70% 
| and availability is expected to increase 
| by 40% to 5.2 million ft2 by the end of 
| next year. Oo 
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Still too many hotel 
rooms in Thailand 


By Paisal Sricharatchanya in Bangkok 


Foreign visitors to 
Thailand in recent 
years have had a real 
bargain. Like the 
oversupply in office 
and residential space, 
a hotel-room glut has 
OAN "7| contributed to a fierce 
price war that is still much in evidence 
today. With 7,000 of Bangkok's esti- 
mated 20,250 rooms sitting idle on aver- 
age, competition is likely to remain in- 
tense in the foreseeable future. 

At the height of the price war last 
year, some of the new first-class hotels 
slashed their published tariffs by nearly 
70% — to Baht 750 (US$27) a room, 
plus American breakfast. Correspond- 
ing with a modest improvement in occu- 
pancy — from an average 60% in 1984 
to about 65% last year — the situation is 
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Bangkok hotels), net prices today range 
around Baht 900-1 ,300. 

The current glut is not entirely un- 
expected. Following steadily strong 
tourism growth in the late 1970s and 
early 1980s, property developers em- 
barked on ambitious new schemes. Sev- 
eral wealthy Sino-Thai business groups 
(that were not previously involved in 
the service sector) jumped on the band- 
wagon as ownership of plush hotels is 
regarded as a prestige symbol. 

But their calculations on timing and 
market trends have erred. Against a 
33% annual increase in Bangkok hotel 
rooms during 1982-85, the growth in 
tourist arrivals slowed to an average of 
only 2.2% annually over the same 
period due to the global recession. The 
latest addition to an already over-sup- 
plied market is the luxurious 697-room 
Shangri-La Hotel. 

Given a new government emphasis 
on tourism promotion — highlighted by 
a special Baht 100 million budget ap- 
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said to have slightly improved. But dis- 
counts in excess of 50% remain a wide- 
spread practice today. Meanwhile, the 
aggregate 45,000 tourist-hotel rooms 
nationwide last year recorded 59% oc- 
cupancy, according to the Thai Hotels 
Association (THA), 

THA secretary-general Chaloempol 
Mahuttikarn said: “The cut-throat com- 
petition is still going on. There have 
been talks of collaborative efforts to 
pull prices up, since a situation like this 
is hurting all parties concerned. And in- 
deed many [of the newer hotels] are try- 
ing hard. However, areal improvement 
is not likely to begin until 1987. Then we 
should all be happy in 1988 [when the 
supply and demand reach a more equit- 
able equilibrium ]." 

Against the average Baht 2,400- 
2,500 published rates (for first-class 
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| tional campaigns — the future looks 


promising. Tourism has become Thai- 
land's largest foreign-exchange earner 
in recent years; the 2.4 million foreign 
visitors last year generated about Baht 
34 billion worth of revenue, 50% more 
than rice, the top commodity earner. 
The present supply of rooms can eas- 
ily cope with tourist-arrival growth in 
the next three years, projected at 8-10% 
annually. If two planned projects — in- 
cluding City Landmark and Mah Boon- 
krong Centre — materialise, another 
1,200 rooms will be added after 1989. 
Corresponding with the hotel sec- 
tors higher occupancy, commercial 
buildings with office space for rent also 
registered a modest improvement 
though it will be at least another two 
years before the current oversupply is 
taken up by demand. What lies beyond 
will depend on the progress of the huge 
World Trade Centre project. Already 
delayed for more than a year due to the 
depressed market, promoters of the 
project now say it will go ahead this year 
with completion scheduled for 1988-89. 
Owing to last year's economic slow- 
down (which has continued into 1986), 
rentals have either stagnated or risen 
only marginally. The Regent House, a 
luxurious office building overlooking 
the Bangkok Sports Club's plush scen- 
ery, charges about Baht 300 a m? while 
rates at the Amarin Plaza, a modern 
multi-purpose complex, are around 
Baht 215-225. Meanwhile, with the 
opening of several new a jartment 
blocks, the glut in the residential sector 
remains. Oo 
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If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of 

life itself. But don't just come to Italy. Come to 
Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Allitalia 





More than a holiday, it's a celebration of life. 


Michelangelo's ‘David’ in Florence; sit where 
Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
In 1986, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 





Manage currency ris 
market-makers a 


Morgan Guaranty is a leading 
worldwide market-maker in for- 
eign exchange. With trading spe- 
cialists in four key Asia-Pacific 
financial centers, Morgan can 
give you competitive currency 
quotes quickly—spot or forward, 
short-, medium., or long-term, 
in large or smaller amounts. 

But we also give you much more. 


When you work with the foreign 
exchange market-makers at 
Morgan, you capitalize on the in- 
creasing linkage between the 
forex, money, and capital markets. 
And you benefit from the opportu- 
nities created by new instruments 
and techniques. 
Use Morgan's expertise 

]o take maximum advantage of 
today s opportunities in managing 
currency risks, clients need much 
more than knowledge of the forex 
markets. 

C] Morgan can keep you 
posted on arbitrage opportunities 
offered by investments and bor- 


rowings in all important money 
and capital markets and the Euro- 
market. We have an international 
dealing network of foreign ex- 
change specialists and market- 
makers in all of the world's finan- 
cial centers. They serve major 
corporations, governments, secu- 
rities houses, fund managers. 
That means we continually mon- 
itor the activities of leading forex 
participants 24 hours a day. 

[] Our subsidiary Morgan 
Futures Corporation is a leading 
participant in the futures markets 
in Chicago, London, and Singa- 
pore, and is fully equipped to exe- 
cute currency futures contracts. 

[] Morgan Guaranty Ltd, our 
securities underwriting subsidi- 
ary, manages debt issues in more 
currencies than any other Euro- 
market underwriter. Because so 
many of these issues are swapped 
by Morgan from fixed to floating 
rates and vice versa, and into 
other currencies, Morgan special- 
ists find optimal investment and 
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borrowing opportunities for you in 
all the leading currencies and mar- 
kets on a real-time basis. 

[] Market behavior and trad- 
ing strategies have changed in re- 
cent years. Our knowledge and use 
of statistical analysis and techni- 
cal models help us, and you, judge 
market developments and detect 
arbitrage opportunities early. 

Some other reasons to turn to 
Morgan are: 


etter. Work with the 
Jorgan Guaranty 
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Tokyo " WB 
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Sydney 


Some kev officers shown in Morgan trading rooms, from left. Hong Kong: Timothy Teo, Paul Finn, Thomas Ketchum; Singapore: Ho Chee Nen, 
Fock Siew Wah, Andrew Watson; Tokyo: Dominique George, Takao Sakoh, Robert Gray; Sydney: Colin Jelley, Sean McSharry, Michael Hamer 


Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analvses, joint ventures, growth 
strategies, mergers and acquisi- 
tions, and alternative financing 
techniques. We have more than 
100 professional analysts located 
in offices around the world. 

Capital strength. Every trans- 
action we arrange is backed bv 


Morgan's financial strength — 
almost $6 billion in primary cap- 
ital. This enhances our role as 
principal and can reduce clients. 
costs and risks in transactions 
we do for them. 

Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive years, our 
major competitors, in a poll by 


Euromoney magazine, have voted 
Morgan the most innovative firm 
in the capital markets. 

Call in Morgan 
Ask how we can put our corporate 
finance strength to work for you. 
Morgan Guaranty Irust Company 
of New York, with principal Asia- 
Pacific offices in Tokvo, Hong Kong, 
Singapore, Melbourne/Sydney. 


Morgan Guaranty 
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NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
à and other problems has resulted in a unique and 
Y resenkion Ho ” Q111 Se | historic partnership between WWE and the 
3 P2 el p anner : People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 


A team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, i is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WW F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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Place your original on the copier. » Want the same size? It’s automatic.» — You can also select different sizes. 
Of 
O 





Zoom can be set manually, too. » Set the number of copies. > Press Start. 
Density is automatically controlled. 


Simple Steps to 
Eliminate Wastepaper 


If your current copier does a better job of and instantly selects the same size copy paper; 
filling your wastepaper basket than providing ^ when you specify another size, it will set the 
easy, dependable, waste-free service, perhaps correct magnification ratio to enlarge or 
you should look into the Panasonic FP-3030. It reduce for an exact fit. Density adjusts auto- 
eliminates wastepaper by combining advanced matically, too. 
technology with simple operation. Options increase efficiency still further. 

It features a Job Run Memory that can The E?SII editing system performs trimming, 
store three groups of your most often-used copy deletions, transfers, and centering of original 








settings — enlargement/reduction, density, material, and combines with the zoom to offer 
margin-shift, two-page copying, number of virtually unlimited copy possibilities. An 
copies, etc.—for one-button recall/copying. automatic document feeder, 20-bin sorter, 


Another feature, Auto Original Size Detection, ^ cassette module, and large-capacity cassettes 
senses the dimensions of the original document are also available. 


wv Standard paper capacity is an impressive 







1.100 sheets, with optional expansion 
to 2,600. And thanks to the FP-3030's 
straight-through paper path and modu- 
lar design, paper jams are becoming a 
thing of the past. 

The FP-3030. Put a few simple 
steps between you and unnecessary 
waste. 


Panasonic 
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| Office Automation 
S&S! Eciting System 


Panasonic, along with National, is a brandname of Matsushita Electric. 
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Entered by CAMUS INTERNATION 
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THIS IS TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 
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CAMUS XO 
XO at its best 





Eastward look, the land is br 


è THE dimensions and potential of | in foreign securities of some US$146bil- | 


Japan's emergence as a global financial 
power are beginning to dawn upon 
many former doubters. Shroff, who has 
never been agnostic on this issue, is 
amused to note how London merchant 


bankers (or New York investment- 


bankers, for that matter) who were 
sceptics a few years ago are now full of 
the idea that Japanese banks and securi- 
ties houses are the comme international 
force. 

Five years ago (REVIEW, 8 May '81), 
Shroff wrote that the "unstated, though 
undoubted, ambition.[of Japanese fi- 
nancial institutions] i isone day to occupy 
top slot in the world's capital markets." 
That day is coming nearer, as Japan's 
respected Nomura Research Institute 
(NRI) makes clear in a recent detailed 
report. Nomura also. supports Shroff's 
contention (REVIEW; 1 Nov. '84) that 
the yen's emergence upon the interna- 
tional stage will be dramatic. 

NRI has been faithful to the princi- 
ple of consensus. It enlisted nearly 200 
"knowledgeable individuals actively in- 
volved in Japan's financial markets" 
(foreigners as well as Japanese) in de- 
ciding where Japan is going financially 
in the next 10 years. The results are well 
worth detailed study, but Shroff will ex- 
tract a few highlights for those who do 
not yet take Je defi-Japonaise as seri- 
ously as they should. : 

Setting the broad scene, NRI 
foresees the increasing decline of the 
post-World War Il ‘Pax-Americana,’ 
and the emergence by 1995 of four 
equally important economic blocs: the 
US, the EEC, the Soviet bloc and the 
West Pacific Basin (including Japan). 
Each will contribute around 2096 of 
world GDP and Japan will provide 
around three-quarters of the West 
Pacific Basin contribution. The West 
Pacific Basin will become the "centre" 
of world trade (accounting for more 
than a quarter), with Japan's share 
matching that of the US (and trade fric- 
tion with the US becoming "explo- 
sive"). Japan's per-capita GNP will 
overtake that of the US. 

Japan has already become the largest 
supplier of capital to the world — it be- 
came the biggest net international cred- 
itor ín 1985 — and within the next 10 
years it will become the largest over- 

.seas-asset holder in the world, says 
NRI. Sic transit gloria Britannica et 
_ USA. Japan. has become essentially a 
portfolio investor, however. Its direct 


investments. (corporate investment in 


business) have slowed down recently 
and US and European multinationals 
have taken over the running — at least 
dn Asia. 


- With estimated private investments 
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eign lending by banks 


lion, Japan is already ahead of the US in 
this respect. By 1995, central banks’ 


holdings of the yen as a reserve currency 


will triple to around 15% of the total. 
The growth of the yen as a trading cur- 
rency will be more modest, though, 

rhaps not matching the Deutschemark 
in this respect. 

In terms of the outstanding balance 
of international lending, Tokyo's share 
among the world's three largest finan- 
cial centres — London, New York and 
Tokyo — will rise from the 18% of 1984 
to around 30% by 1995, equal to New 
York's present share. London should 
maintain its primary position, says NRI. 
€ TOKYO already eclipses other 
Asian stockmarkets, of course — the 
combined capitalisation of the Hong- 
kong, Singapore, South Korea and 
Taiwan markets equals only 13% of that 
of the Tokyo Stock oo (TSE) — 
and this dominance 
could actually increase 
in coming years. This 
will come about 
through increased list- 
ings by non-Japanese, 
Asian companies on 
the TSE and the Osaka 
stock exchange. Of the 
18 foreign stocks pre- 
sently listed in Tokyo, 
only one (National 
Australia Bank) is 
from. the West Pacific 
region. However, NRI 
expects to seč more 
added soon, from 
South Korea, Hong- 
kong and Singapore 
initially. 

The reasoning is 
convincing. As sover- 


declines, borrowing in their own names 
by state-run and private-sector enter- 
prises will increase in Southeast Asian 
countries. Domestic capital markets are 
unlikely to be able to satisfy all of these 
needs, so at least part of the fund rais- 
ing will take the form of tapping for- 
eign equity markets, including Japan's. 
Shroff notes that Hongkong, for one, 
has similar ambitions of listing regional 
stocks — but its liquidity compared with 
Tokyo is puny. Ditto Singapore. 

State and private enterprises in 
South Korea, Malaysia and Singapore 


.have also joined their governments 


quite recently in tapping the bond mar- 


kets as an alternative to bank borrowing | 


or being funded through the national 
budget. This is where an interesting and 
little-recognised aspect of Tokyo's po- 
tential dominance cómes in. The so- 
called Asiadollar bond market (centred 
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nominally in Singapore and Hongkong 
 competes with the samurai bond an 
Euroyen bond markets. : 
It is dollar-dominated (though ye 
issues are growing), and attracts Jap 
ese as well as many Asean issuers. H 
ereasingly, Japanese securities com 
panies are underwriting Asiadolle 
bond issues and marketing them among 
Tokyo institutions. As a result, th 
Asiadollar bond market is becoming 
“practically an offshore dollar bon 
market within the sphere of influence o 
the Tokyo market.” 
But NRI expects the samurai an 
Euroyen bond markets to grow qu 
rapidly, too, as eligibility criteria ; 
progressively relaxed. The fact t 
more foreign companies will be listed 
Japanese stock exchanges will all 
them to issue convertible bonds 
bonds with warrants attached, on bx 
samurai and run en markets. Ont 
this; the advent 
Pine means that bo 
markets will becoi 
increasingly unifi 
with the  Asiadol 
bond market. In: sum 
NRI expects that t 
yen will account fo 
23% of transactions 
international bo 
markets within H 
years, and a simila 
‘proportion of all i ben 
will be floated iH 
Tokyo. 
e TOKYO is likely 
establish an“ offsho 
banking centre, th 
NRI (though it .do 
not commit itself. 
exactly when) and t 
'size of the marke 





iM to around X33 trillion (US$2 
billion) or so. At first, only 20-30% 
transactions will be conducted in ye 
but this will rise in line with the int 
nationalisation of that currency. TI 
market would from the outset be bigg 
than Singapore's Asian Currency Ui 
market (US$133 billion at the end e 
1985) or Hongkong's offshore-banki T 
sector (US$119 billion). 

But this does not imply automa 
domination by Tokyo. Around 85% 
the foreign loans and credits granted 
Hongkong go to borrowers in Asia 
Oceania, and much the same a] 


cater for a much more int 
tional range of borrowers. So the thr 
centres can look forward to a cosy 
lationship of what NRI calls "vigoro 
cooperation, including the formatio 
syndicates involving all three." 5 
































































"here is a feeling at large that trade 
| problems are getting worse and that 
rotection is becoming an acceptable 
olicy for the US. But while it is cer- 
ainly true that the US trade position 
has deteriorated dramatically, and that 
„Sia, in particular, has had a lot to do 
with it, there are grounds for being op- 
mistic that the US will not slam the 
oor on its own market and that the 
verall trade situation is likely to get 


: They bi in East Asia. 
. Not rial tial ak Japan accounts for 


: Washington’ S  oróblem with Asia is 
art of a general deterioration in US 
rade and this deterioration is about 
enly spread among all the US' major 
ding partners. There has been an 
ven deterioration throughout the 
estern Hemisphere, Europe and key 
sian countries — China, Taiwan and 
outh Korea. Obviously the most visi- 
le problem and the one of greatest 
magnitude is Japan. 

In the case of China, too, there 
re problems. Clearly, the balance 
s moved against the US rather dra- 
matically. The numbers are not so 
large — the US is running deficits 
of around US$300 million — but the 
wing from 1981 is significant. With 
he exception of Japan, the Asian 
rade problem is very much an Asia-US 
roblem — rather than a global trade 
problem. 

.. Only Japan ranks among the lead- 
ng. umi AME ang importers in the 





he new political culture 
s not protectionist 


US— CHINA BALANCE 
OF TRADE 


Yet, if you look at who hits the US 
deficit the hardest, some Asian nations 
make the top 10: Japan (No. 1), Taiwan 
(No. 3), Hongkong (No. 5) and South 
Korea (No. 9). Another reason why 
Asia has become such a major headache 
for the US is that Asia has become so 
disproportionately hooked on the US 
market. The US' principal Asian trad- 
ing partners ship more than 30% of 
their exports to the US alone. For 
Japan it is around 40% and Taiwan 
more than 60%. It is interesting to 
compare this with the very low levels 
at which Europe depends on the US for 
exports. 


EXPORTS TO THE US AS 
PERCENTAGE OF TOTAL 


It is tempting to say that Asian trade 
problems are going to get worse and 
that the trend is towards a new wave of 
protectionism. My own view, however, 
is that there is cause for considerable 
optimism. Since the Asian trade prob- 
lems are a reflection of overall US trade 
problem, I am looking to the trade 
policy for signals as to how things will 
go. 

It was only a year ago that the US 
Congress was moving headlong towards 
a general import surcharge or across- 
the-board quotas. We hear very little 
talk of that now. Instead, a much more 
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sensible approach is ; evident i in legisla- 
tion currently being debated. 

The key elements of this are: 
> A tightening of existing trade laws to 
insure that legitimate grievances are 
dealt with quickly and fairly. — 

» An emphasis on prying open foreign 
markets rather than shutting US doors. 
> An effort to deal pragmatically with 
problem sectors with arrangements that 
open rather than close off trade. There 
is a broad range of businesses being 
negotiated. 

» A general aggressiveness on the part 
of the administration to address trade 
problems before they fester too long. 

In recent months, for example, the 
US administration has taken the unpre- 
cedented step of filing trade actions 
against foreign countries without having 
the “aggrieved” US industry file first. It 
used to be that trade policy was just a 
question of tariffs and quotas. No 
longer. Trade involves all of the US eco- 
nomic policies. To their credit, the 
administration and congress are be- 
latedly understanding the broader na- 
ture of trade policy and, more impor- 
tantly, doing something about it. 

More important than tariffs and 
quotas in international trade these days 
are exchange rates. In the past six to 
eight months, two interesting things 
have happened. First, the administra- 
tion has adopted an explicit exchange- 
rate policy to make US exports more 
competitive. This is a far-reaching 
change from the free-market styles of 
the first four years of the Reagan admin- 
istration. Secondly, congress is increas- 
ingly demanding that general trade 
legislation include some provisions for 
exchange-rate management as well. 

Beyond action on exchange rates 
there has been movement in Washing- 
ton on a host of other issues which will 

ositively influence the US’ trade per- 

ormance. For example, the administra- 
tion is moving. towards willingness to 
coordinate interest rate and growth po- 
licy with major trading partners. The re- 
sult should be continued growth, but a 
pattern in which the US alone is not 
sucking in all the world's imports. 

Although it would never admit to 
having an industrial policy, recent ad- 
ministration moves to liberalise anti- 
trust laws so as. to help US firms com- 
pete abroad constitute just that. There 
is a new emphasis on stamping down on 
counterfeiting abroad. There is an 
example of an issue which never got 
adequate attention in traditional trade 
policy preoccupied. with wheat or steel. 

This year the adi istration woke 
up to the fact that Third World debt was 
not just a concern for. US banks, but 
was, in fact, strangling US trade. A 
major initiative — the first since 1982 
when the debt crisis broke — was. an- 
nounced. last September President 









Reagan has been a strong supporter, 
and Washington has helped to stimulate 
a wave of de-nationalisations abroad. 
The trend extends from Japan, to China 
and India and to France and Britain, 
and Argentina. The more government 
monopolies recede, thé. more the mar- 
ket and not local politics will determine 
trade flows. , 

Another reason for,being optimistic 
that protectionism will not.set in is that 
several factors are favourable. Ex- 
change rates, for example, are movin 
in favour of the US. The cheaper U 
dollar will help its competitiveness, par- 
ticularly in Japan. Slowly but surely, the 
Japanese market is opening. The US 
must keep up the pressure but the trend 
towards liberalisation.js inevitable. Not 
only have tariffs and quotas 
been reduced, but there 
are deeper trends: the dis- 
mantling of big state mono- 
polies in telecommunica- 
tions, for example,..and 
the liberalising of regula- 
tions which will allow the 
entry of more US service 
industries such as banking and insur- 
ance. y! oper pe 
Other Asian markets will also be 
opening slowly; True,.growth in Asia is 
not what it was. in the past, but low 
energy prices, lower interest rates and 
so on will make for. economies which 
have healthy growth rates of 4-7% — 
and which will have more incentives to 
open up further. On, the US side, of 
course, economic prospects look good 
too. With regard to sensitive sectors 
such as textiles, there will be continued 
problems. But they will not be enough 
to upset the general trend. 

It is apparent how dramatically the 
dollar has declined against the yen. An 
important point here is that this did not 
happen automatically. Washington, 
Tokyo and other major governments 
coordinated their policies to do it. A 
competitive dollar will help the US 
mostly in Japan, but not elsewhere in 
Asia since currencies in Hongkong and 
South Korea, for example, are gener- 
ally pegged to the US dollar. But by the 
same token, a falling dollar will make 
Asian currencies outside Japan more 
competitive in Japan and Europe, help- 
ing them to diversify their sales away 
from the US... ` 
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Another point supports the conten- 
tion that sensitive sectors like textiles 
will not, in the end, materially influence 
overall US trade policy. It is interesting 
to note how little, in percentage terms, 
so-called sensitive Asian products count 
in the US' overall trade picture. 

To take one example, Asian foot- 
wear, a perennial import problem for 
the US, accounts for only 1.7% of all US 
imports. Sweaters and textiles account 
for only 1%. I know that these small 
numbers mask very strong political 
problems and considerable human mis- 
ery on the part of those workers affected 
in the US. Still, the impact is no match 
for the longer-term momentum behind 
a more open — and not a more protec- 
tionist — US trade policy. 
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There are several fundamental 
forces in the US making for a more lib- 
eral trade policy. First, the shift of 
population to the south and the sunbelt 
is a growing antidote to the protectionist 
pressures from the rust belt. Secondly, 
organised labour — a strong protec- 
tionist force since at least 1970 — is 
rapidly losing its influence. 

Thirdly, the new political culture 
is not protectionist. The post-World 
War II baby boomers tend to be conser- 
vative and materialistic. They are not 
about to part with their Audis or their 
Panasonic stereos, The ageing pope 
tion is scared stiff of inflation. They will 
want low-cost imports. Minorities — 
particularly the rapidly growing His- 
panic and Asian population — will have 
a stronger cultural affinity for foreign 
goods. 

More and more interest groups will 
become less protectionist. The US has a 
growing services sector which wants ac- 
cess to foreign markets. Service indus- 
tries will not wish to jeopardise their 
chances with a protectionist stance at 
home and the retaliation it might pro- 
voke. US farmers are also preoccupied 
with exports. They will fight protec- 
tionism in the US. There are some in- 
dustries like cars where the import 
penetration is so great that neither 
consumers nor all the business that 
have grown up around the imports will 
tolerate major new protectionist mea- 
sures. 

Finally, there is a major new inter- 
nationalist movement at the state and 
local level: Governors and mayors have 
set up offices all over the world to pro- 
mote trade and foreign investment. 
Congress may occasionally get carried 
away with protectionist rhetoric. But 
below the federal level most politicians 
are not listening. R] 











INDUSTRIES 


On the export 


road again 


South Korean car makers 
see big sales in the US 





By Paul Ensor in Seoul 


outh Korean car makers are going 

through an aggressive investment 
spree in anticipation of an export offen- 
sive in the US. The sales drive began 
early this year with the arrival of Hyun- 
dai's subcompact 1,300-1,500 cc Excel 
and has so far met with an encouraging 
response. Investments by the three 
major producers, Hyundai Motor Co., 
Daewoo Motors, and Kia Motors, are 
expected to raise total car production 
capacity to 817,000 units a year by 1987, 
up 68% from the estimated 1984 level, 
In addition to aggressive export plans, 
the car makers are adding to production 
capacity and developing new models to 
cope with dramatic changes expected 
next year in the domestic market, 
changes which have recently spurred 
new links with Japanese producers of 
vans and trucks. There are also signs of 
a growing Japanese interest in cars 
made here in the face of export quotas on 
cars from Japan, and the rise of the yen. 

Next year will be a watershed of sorts 
for the motor industry because the gov- 
ernment has announced its plans to 
liberalise the market by removing con- 
straints on production mixes by domes- 
tic makers, as well as opening the mar- 
ket to D aang The latter pledge is un- 
likely to have much effect on the mar- 
ket: instead of the current status quo 
which bans all car imports, prohibitive 
duties are likely to be imposed. How- 
ever, cutting back on controls on 
domestic producers will mean that Kia, 
which since 1981 has been prohibited 
from producing passenger cars, will be 
allowed to re-enter the field. On the 
other hand, the company will lose its 
current monopoly on small vans and 
trucks. 

Kia lost its right to produce passen- 
ger cars in 1981 in a government 
rationalisation programme which ung: 
led the company out due to its poor fi- 
nancial condition. In return, Kia was 
given a monopoly on the production of 
commercial vehicles, which it success- 
fully utilised with technical assistance 
from. Mazda of Japan, which holds an 
8% equity stake in the company. C. Itoh, 
the Japanese trading house, holds an- 
other 2%. Kia's monopoly has left it 
the .most profitable and financially 
sound company among the three vehicle 
producers. 

Soon after the government unveiled 
its plans to liberalise the industry, Kia 
signed a contract with Ford Motor Co. 





— | ofthe US to produce cars for export to 
A the US beginning in 1987 — the two 





= |. 100,000 produced) on the US market in 
| the first year. Investments for the return 
to car production, which will include a 
new plant, will run to around Won 230 
billion (US$259.9 million) in 1986. Re- 
cently Kia announced its intention to 
sell 10% of its equity to Ford, which 
" turn is a 20% shareholder in Maz- 
a. 

Kia has recently come out with a new 
minivan, the Besta, to update its well- 
established Bongo — part of almost any 
South Korean street scene. Wresting 
domination from Kia in the area it has 
monopolised for five years will not hap- 
pen quickly, but both Hyundai and 
Daewoo are already preparing to enter 
the market when it opens to them next 
year. In February Daewoo announced a 
technical tieup with Nissan Motor Co. 
of Japan to make small vans. Hyundai, 
which was producing small vans until 
. the rationalisation in 1981, is reportedl 
lanning to produce a new model wit 
| its Japanese partner and shareholder, 
. Mitsubishi Motors. 



























mong the many uncertainties in this 
] rapidly changing industry is the fu- 
| ture of Dong-A Motor, a speciality pro- 
| ducer of buses, trucks and military vehi- 
cles. Dong-A is facing increasingly 
. fierce competition in these areas from 
. the majors, and last year experienced a 
. slowdown in sales of 9.9%. Dong-A's 
| problems in a booming market have 
.| fuelled rumours regarding a possible 
| takeover by the Samsung group, which 
— | is known to be eager to enter the car 
. | business. Samsung signed a joint-ven- 
ture contract with Chrysler of the US 
last year, despite lacking government 
permission to produce cars. 

Car makers are betting that their 
performance in the US market will 
_| prove as promising as their prospects 
appear. Hyundai recently reported ex- 
ports rising 215% in the first four 
| months of the year from the same 
period a year earlier, mainly to Canada 
to which it has been selling since 1983, 
and more recently the US. Sales figures 
in the US tend to confirm Hyundai's 
| initial hopes of selling 100,000 Excels in 
their first year on the US market. 

Hyundai has been coming out with a 
rapid succession of new models, moving 
| from their traditional area of strength in 
.| small cars to a luxury 2,000-cc model in 
November, exported under the name of 
Stellar Prima. So far 6,000 have been 
exported. 
| Mitsubishi Motors and Hyundai are 
| now reportedly studying plans to pro- 
duce a small luxury car in the 1,800- 
2,000 cc range for possible export in the 
late 1980s. Daewoo hopes to sell 
100,000 units of its LeMans, which it is 
producing in a joint venture with Gen- 
eral Motors of the US next year, its first 
year of sales to the US. 
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More beer and skittles 


The Philippine Government may own most of San Miguel 


By Jose Galang in Manila 


he controversy over the controlling 

block of 33.13 million shares of 
Philippine industrial giant San Miguel 
Corp. sold on 1 April has shifted back to 
the seller, the United Coconut Planters 
Bank (UCPB). The buyers, the incum- 
bent management at San Miguel led by 
chairman Andres Soriano III, may yet 
remain in control though ownership of 
more than half the overall equity may end 
up with the Philippine Government. 

Under the 1 April transaction, 
UCPB sold 33.13 million shares of San 
Miguel at 2100 (US$4.90) a share to a 
wholly owned San Miguel subsidiary in 
Hongkong, Neptunia Corp. To finance 
the acquisition of the shares, Neptunia 
planned to sell its 74% interest in the 
Hongkong-based San Miguel Brewery. 
The Presidential Commission on Good 
Government (PCGG), given the task of 
retrieving assets acquired illegally by of- 
ficials of the government of deposed 
president Ferdinand Marcos, stepped 
into the picture following suspicions 
that the sale may benefit Eduardo 
Cojuangco, former chairman of both 
San Miguel and UCPB and a so-called 
crony of Marcos. 

San Miguel and UCPB have insisted 
that the shares were owned by more 
than 1.4 million Philippine coconut 
farmers. In acquiring these shares origi- 
nally in 1983 (at a price of P50 a share), 
UCPB had apparently used a fund 
raised through a levy on coconut pro- 
ducts. However, the PCGG said it 
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To pay, or 
not to pay 


Manila ponders its options over 
its nuclear power plant debt 


By Nayan Chanda in Washington 


R epresentatives of Philippine Pre- 
sident Cory Aquino have assured 
US officials that Manila has no intention 
of unilaterally repudiating a near US$1 
debt on the Philippines’ 
mothballed nuclear power plant. But 
they are looking at least to a reschedul- 


ing of the debt. 


Rene Saguisag, Aquino’s spokes- 
man and head of the committee set up to 
look at the future of the Bataan plant, 


and Jovito Salonga, head of the Presi- 
(1 | dential Commission on Good Govern- 


found out in the week to 28 May that 
nearly half of the block of shares were 
owned by Cojuangco and associates. 

UCPB president Danilo Ursua and 
chairman (and Defence Minister) Juan 
Ponce Enrile met with PCGG commis- 
sioners to seek an end to the impasse 
over the 1 April deal. In that meeting, 
Enrile recalled having been told some- 
time in the mid-1970s that Cojuangco 
had planned "to give some shares" to 
Marcos. Ursua also disclosed having en- 
dorsed blank transfers for his 5% hold- 
ings in UCPB. Ursua said he made the 
pledge in exchange for a loan guarantee 
he got from Cojuangco to finance his ac- 
quisition of shares in the bank. 

The disclosures led to PCGG suspi- 
cions that Marcos himself actually 
owned shares in UCPB, and may have 
had a hand in the San Miguel deal. The 
commission is currently going over cor- 
porate records as it continues to track 
down ownership of the San Miguel 
shares. 

According to Ursua, the block of 
33.13 million shares was owned directly 
by 14 holding companies which were put 
in place originally in December 1983 
when Cojuangco took control of the 
corporation. Subsequently, Ursua said, 
the 14 holding companies were bought 
by various oil mills that had been or- 
ganised with the help of the coconut 
levy. 

Ownership of the oil mills, in turn, is 
distributed among United Coconut Oil 
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Salonga: low-key reassurances. AP 


ment (set up to hunt down illicit assets 
of former president Ferdinand Marcos 
and his associates), spent the last week 
of May in the US holding a series of low- 
key meetings with senior US officials 
and lawyers retained to help sort out the 
nuclear debt issue. 








surance company also set up with the 


help of the coconut levy), 16.8%, and 


the Coconut Industry Investment Fund - 


and some farmers directly accounting 
forthe remainder. | 
. According to Ursua, Cojuangco's 
.| ownership in UCPB is.17.8% and those 

> classified as “others” own about 22.595. 
Oil mills that are not owned by farmers 
— and as such suspected to be owned by 
Cojuangco or his associates — account 
forsome 11% of the capital of Unicom. 
^4; The UCPB decided to sell- the 
shares, according to: Ursua, to achieve 
“maximum liquidity for the oil mills" in 
preparation for their eventual restruc- 
turing. “The coconut, milling: industry 
has been perceived assa monopoly and 












ir d also during a 









closed me ' with selected American 
official . non-official experts, 
Saguisag out of his way to assure 
that his gov as not considering 


reneging or 





nt of foreign bor- 
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ress reports from Man- 
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d psychologically 
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Id US officials that 























m it clear that 
"wholesale. repudiation of the loan is 
not something the government is look- 
ing for. They are looking for restructur- 
ing or rescheduling that would not affect 
the balance-of-payments situation ad- 
| versely but also would not poison the in- 
|. vestment climate.” — d 
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The PCGG on 19 May sequestered 


i the 33.13 million shares. That placed 
government ownership of the company 
ata total of 54.9% , including an earlier 
seized block of 18.5 million shares 


owned by Cojuangco companies and 
those already held by the state-run Gov- 
ernment Service Insurance System and 
Social Security System. 


S oriano had offered a set of mea- 
ww sures, including the abrogation of the 


¿share sale and the seating of six PCGG 


representatives in the 15-man San 


Miguel board of directors, to counteract 
the sequestration. The Soriano propo- 


sals “are still under study,” commis- 
sioner Raul Daza said on 23 May, deny- 
mg: earlier understanding that an 
amicable settlement has been reached 
with the Soriano group (REVIEW, 29 
May). He also said that the commission 
has not officially rejected the pro- 


. posals. 


On 28 May, commissioner Ramon 
Diaz, in whose portfolio the San Miguel 
case falls, said the PCGG was not in- 
terested in gaining control of San 
Miguel management. He said that the 


PCGG would nominate no more than | 
six. "reputable businessmen" to the 


board at the next stockholders’ meet- 
ing. 
Soriano had wanted to resume the 
stockholders’ meeting on 28 May — an 


j| carlier meeting on 13 May was barred 


by the Securities and Exchange Com- 
mission (SEC) from undertaking. any 
business that may involve exercising the 


votes of the 33.13 million disputed 


shares. Soriano wanted the meeting on 
28 May because the offer for the pur- 
chase of the Hongkong brewery was to 


that while in the US he would try to 
"negotiate, arbitrate or litigate" some 
way out of nearly US$1 billion in loans 
for the plant. So far, however, he has 
spent his time informally sounding out 


US officials about the appropriate - 


course of action and consulting lawyers 
rather than negotiating with the parties 
concerned. 


A’ official of the Exim Bank in 
Washington told the REVIEW that 
Saguisag had not met anybody from the 
organisation. A spokesman from the 
Westinghouse Electric Corp., builders 
of the Bataan plant, told the REVIEW 
that while the company was aware 
of Saguisag’s presence in the coun- 
try, there had been no meeting with 
the visiting Philippine official. The 
spokesman, however, said that com- 
pany officials have been negotiating in 
Manila. 

According to one administration of- 
ficial, Saguisag, while assuring that the 


Philippines would respect its debt obli- 
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¿x ^ More recently Soriano had called: 





Stated in the Soriano petition does:r 


the book value, after the appr 
| came to P112.50. Some stockho 


„dated balance-sheet that will tak 
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as to last until 3 June. 
















the resumption on 4 June, but 
PCGG is expected to oppose this. T 
commission wants the San Miguel stc 
and transfer books to be opened for th 
legally required period of 10 days from: 
June, so the PCGG nominees may qua 
ify for directorship. | 
The SEC itself starts its hearings o 
the case on 30 May. At the hearii 
rebel minority shareholders are expe 
ed to question the purpose and the | 
ality of the 1 April sale. The shareh 
ers believe that since coconut farm 
are claimed to be the ultimate 
neficiaries, they cannot be called“: 
tagonistic" and therefore the purpose 

















qualify under the Securities Act. Evei 
it does, the transaction virtually ma 
the shares part of the treasury stock 
that they cannot be voted. a. 5 
Soriano had made a downpayme 
of P500 million on the deal, from ab 
loan that he claimed to have guaran 
with his "personal fortune." The P 
appears amenable to returning. 
amount to him. The bank loan was 
mature on 1 July and if Soriano defa 
San Miguel is believed to suffer pe 
ties. Minority shareholders are threa 
ing to file a damages suit if that happ 
On the stockmarket, San Mig 
shares have been rising steadily. In s 
ing the shares, UCPB asked for an 
praisal of all San Miguel assets, inclu 
ing those overseas. UCPB officials: 





























































are now asking San Miguel for a con: 












account overseas interests — a prac 
the company has not previously 
lowed. | ure 


















gation, has been looking at the poss 
ity of wrong-doing involving West 
house in the hope that such evide 
would enable the Philippines to get 
of the obligation. Currently a fed 
grand jury investigation in Pittsbu 
trying to determine if Westinghi 
violated any law in giving a US$80. 
lion commission to former pres 
Ferdinand Marcos. However, the sow 
pointed out that two previous. ` 
vestigations.of the same charge cc 
not find sufficient evidence to pro: 
cute. » zoe CER, UP mpm. 
The. most likely course would be 
the Philippines to seek reschedulin 
the repayment. An official of the. 
Bank told the REVIEW that the b 
"would not consider rescheduling. 
power project loan by itself, but wo 
include that in [an overall] reschedu 
as in the past." Another reschedulin 
expected in the fall. So far the E 
Bank has disbursed US$897 millio 
of a total US$953 million allocate: 
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motive 


State corporations forced 


. to watch the bottom line 


By Colin James in Wellington 


N 


ew Zealand's reforming Finance 
Minister Roger Douglas has an- 





.| nounced a major reshuffle of public-sec- 


tor commercial activity aimed at saving 
NZ$900 million ee Si million) in the 
1986-87 budget (ending 31 March) and 
NZ$1.2 billion in 1987-88. This will be 
done mainly by corporatising state en- 
terprises and forcing them to operate 
under market forces. 

The sums involved are not all net 
savings, because the state corporations 
will still have to borrow individually in- 
stead of using general state borrowings, 
and their prices will be forced up to 
cover costs and pay dividends on any 


| profits made. Some NZ$400 million of 


the 1986-87 savings in the budget deficit 
will be moved sideways in this fashion, 
and NZ$775 million in 1987-88. But 
Douglas still expects to finish up with 
NZ$500 million of net savings in the 
public sector in this year, and NZ$440 in 
1987-88. 

Douglas was driven to the new 
review — carried out personally from 
January to April — because he failed 
to achieve his 1985-86 deficit target. 
In his budget last June, he forecast 


| +a deficit of NZ$1.3 billion, 2.8% of 


gross domestic product, but the deficit 
turned out at NZ$1.8 billion. Without 
major savings, it promised to rise even 
further in 1986-87, partly because of 


.a NZ$700 million projected shortfall 


in tax revenue arising from tax changes. 
With little or no growth expected in 
the economy in 1986-87, Douglas was 
facing a deficit for the year of NZ$2.5-3 
billion, reaching back towards the re- 





Net 














| % change % change 
profit on period Turnover 
Y 31 Mar. | ¥344b +58 Y 4.2t +7.7 ¥50 

Electric : (US$2.0b) (US$24.7b) (same) 
PowerCo. | 
Hitachi Y31Mar.| ¥*88b ¥3t —0.7 ¥9 
(Japan) (US$518.3m) (US$17.7b) (same) 
Malaysia Y 31 Jan. | M$17.31m —51 M$464m 2% 

| : (US$6.6m) (US$177.1m) (3%) 






Won 1.2b 
(US$1.3m) 


Y 31 Dec 


.| A$141.9m 


(US$102.1m) 
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Douglas: aiming to save. 


cord deficit of 8.9% of GDP in 1983-84. 
The review took a dual approach: 
the conversion of state trading enter- 
prises to corporations, and the adoption 
of a zero-based budget approach to all 
state spending. Douglas also decided 
that services with a commercial element 
which were not corporatised should be 
charged on a full cost-recovery basis. 
The big-spending social service depart- 
ments of health, education and welfare 
were not included in the review, though 
Douglas has promised they will be 
searchingly examined in later years. 
New Zealand has already turned its 
Forest Service (mainly a tree-planting 
and cultivation department) and Lands 
Department (mainly concerned with 
development of virgin land) into state 
corporations. During the next 10 
months, it aims to corporatise airports, 
the civil aviation division of the Trans- 
port Ministry, state coal mines, the elec- 
tricity-generating and distribution divi- 
sion of the Ministry of Energy and the 
post office. The post office is to be split 
into three corporations: telecoms, 
postal services and banking. And, the 
already-corporatised Rural Bank and 
Housing Corp. (a source of low-interest 





COMPANY RESULTS } 








MES 























Won 67b 
(US$75.3m) 













A$3.05b 
(US$2.2b) 
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Exports fell 11.396 due largely to the strong yen. Current-year |. 
sales forecast to drop 3% to Y 2.9t. x 


Lower export earnings attributed to severe production 4 
cutbacks owing to depressed tin market. Outlook for current | . 
year is bleak. a de > 


Won 40 | Lacklustre results in potentially vibrant area of business — | 
(Won50) | buses and specialty vehicles — have fuelled rumours of | - 
possible takeover by Samsung. : 


Increased provision for bad debts, especially shipping, hit | - 
foreign operations, while domestic business also suffered 
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be forced to use the commercial market 
more. 

These moves are expected to take 
NZ$555 million out of the budget deficit 
in 1986-87 when fully implemented, 
though not out of the public sector. So, 
they will still have an impact upon pri- 
vate-sector borrowing and interest 
rates. The corporations will be expected 
to pay dividends on profits — a practice 
which began last year with the post of- 
fice. This is expected to push up prices 
somewhat, but should also allow for 
lower tax rates. 

The cost-recovery principle has been 
extended to a range of departmental 
services, including those offered by the 
Audit Department, the Crown Law Of- 
fice, the immigration division of the 
Labour Department, the Internal Af- 
fairs Department and the Justice De- 
partment. 

Douglas announced his intention to 
apply the cost-recovery and commercial 
criteria to local government as well. 
Trading operations within those bodies 
will have to pay income and land tax. 

The moves provoked a predictable 
storm of protest from state employees 
who objected to what they call Douglas' 
"privatisation" of the state services. Ac- 
tually, his moves commercialise and 
corporatise state activities. There are 
minor part-privatisation plans for the 
Development Finance Corp. (DFC) 
and the Bank of New Zealand, the capi- 
tal bases of which are to be extended by 
possibly using, in DFC's case at least, a 
public-share issue. 

Prime Minister David Lange said the 
moves do not imply *. . . the least reduc- 
tion in commitment to the social goals of 
this Labour government. On the con- 
trary, we intend to extricate social po- 
licy from its previous entanglement with 
commercial policy, so that we can con- 
sider clearly and cleanly whether the 
present steps being taken to achieve 
those goals are as successful as they 
ought to be." Oo 







3 
— S, 
-- e ; » 


yo Comment 


Current profit for parent company forecast at ¥320b for this | 
year and sales forecast at ¥3.9t. r 
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S Korea's first-quarter economic 
ww) growth, up 9.7% compared with a 
year earlier, has been solidly underpin- 
ned by sharp rises in production and ex- 
orts. Even investments, which have 
veen worryingly thin during the past few 
years, have improved... 
The dramatic improvement in per- 
formance is due to the “three lows" — 
dower oil prices, lower interest rates, 





and reflationary monetary and fiscal 
policies. The effects of these changes, 
which suddenly came together at the 
beginning of the year, are only now be- 
ginning to show, but they have had a 
strong positive impact on South Ko- 
rea's moody business climate. Since 
performance in the first quarter of 1985 
was extremely poor, this has tended to 
enhance the recently released results 
for the first three. months of this 
year. n 

Leading the growth in production 
were electronics, machinery and cars. 
In the electronics sector, video-tape re- 
corders (VTRs) performed particularly 
well on the export front — VTR plants 
are working around the clock to fill 
overseas orders. Similarly, car output 
has boomed with. Hyundai Motor Co.'s 
recently successful entrance into the US 
market, which helped to more than dou- 
ble car exports in the first four months 
of the year. 2 


























of the less glamorous, but still important 
sectors in terms of volume. Footwear 
exports rose 52.8%, and textiles were 
up 16.4% in the first quarter compared 
to the corresponding period in 1985, 
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xports, output rise sharply - 


and a lower US dollaragainst the yen — |; 


Also striking were growth in exports 





ENS 


DA 


L 1985 | [159896 05t00).— j | 1986 (Projected) | 


REVIEWOIGRAM Ry liey has resulted in hea 


bringing the overall export growth in 
value terms to 18.5%. 

_. Imports, too, rose 14.4% in the first 
quarter. While oil and raw material 
costs have fallen, the cost of imports 
from Japan has risen by 32% in the first 
quarter, owing to the yen's apprecia- 
tion. 

Imports from Japan are predomi- 
nantly capital goods and inputs. As one 
businessman put it, "the more we ex- 
port, the more we must buy from 


Japan." Exports to Japan only rose 10% - 
in the same period. de 


The rise in investments is particu- 
larly encouraging because of their low 
growth in the past year or so. Invest- 
ments in machinery and equipment 
showed a sharp rise, up 21.4 
first quarter, compared to a 4.776 rise 
during 1985. Investment is likely to re- 
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. main high for the rest of the year, dui to 
^ heavy investments in cars, electronic: 


money supply (M2) growth, which wer 


“nounced a new squeeze on credit, sen 


‘kets. 


proach, underlined by Finance Minis 
^ in the | 
. May that M2 growth targets have b 
revised upwards to 16%. — — Paul Ense 


























































and steel. The Samsung 
group, for example, i 
planning to invest arounc 
US$700 million this ve 
roughly US$100 million uj 
from last year. Half of thi: 
will be in electronics f 
lities. 

The growth in inves 
ments has been spurred 1 
generous loans made ava 

able by the governmetr 
— through the banks. “Poli 
loans" — made avatlabl 
through administrative gui 
dance — grew by 12.5% 
2M the first four months of th 
WE year, compared with t 
corresponding period 
1985. This reflationary po: 


liquidity, putting downward pressure. 
government-controlled interest ra 
and fuelling a bullish season on the k 
stockmarket. E 

Original targets for broadly defin 
set at 12-14%, have been broken, wit] 
growth rising from 16.2% in March ti 
16.696 in April. When the March fig 
ures were released in mid-April, 
Bank of Korea (the central bank). 


ing shockwaves through capital mi 
The bank’s move was apparently 
odds with the economic munistr 
which were favouring a growth-first a 


Chung In Yong's announcement on. 
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and Eum note, as peines awaited the re- 
of the 27 May auction of a key land site in the 
ral district. The recently floated shares of 
-carrier Cathay Pacific provided much of the 
ion during the beginning of the period, but 
ders began a sell-off of the airline's shares on 
fay — pushing down the market for the first 
ie in four sessions. The market was heartened 
improvement in orders-on-hand for the 
ufacturing sector, as well as better-than-ex- 
ed ignes for first- -quarter economic growth. 







































| 0: ‘The Nikkei Stock Average soared to a 
rd 16,409.49 points on 26 May, topping a five- 
‘ally. But volume was erratic, averaging 502.1 
on shares daily. Analysts said the market was 
g Wall Street. The market took off in mid- 
« as the yen weakened and electricals and 
' key export issues firmed slightly. But the 
in was in the drug sector, which saw ag- 
ssive buying, and a range of foods also rose. 
hine tools dipped in response to fears over ex- 
-restraint calls from the US. 








TRALIA: After dropping early in the period 
oor bank profits and disappointing first-quar- 
etail-sales figures, markets strengthened. The 
n came as Equiticorp Tasman spent nearly 
00 million (US$359.7 million) to buy 5% of 
over target Broken Hill Proprietary Co., 
gh this was declared unacceptable by the Na- 
i| Companies and Securities Commission 
-the close on 26 May. The sheer weight of 
ey released to buy other shares pushed the 
Ordinaries Index up again by 6.7 points, to 
the period at 1, 204. 6. 


ZEALAND: The period began relatively 


ate activity and rumours of more to come. 
investment associate, Rada Corp., took a 
take in Crown Corp. — which in turn took a 
% stake i in Rada. AA has also sold its 20% 
s Rumours ot D odios corporate moves saw 
nd Dominion Breweries’ share prices jump. 




















m in two LH — - with the composite 
ising to 218.05, up 10.51 points. Average 
olume more than doubled, to 41.52 million 
. The burst of enthusiasm followed an an- 
cement from the finance minister that 
etary- growth targets would be revised up- 
this year. Electronics blue chips were fa- 
bringing the electronic-machinery index 
48 points, followed by chemicals and trans- 
ation equipment. 


IP PORE: The market’s four-week rally 

d momentum, with Fraser’s Industrial 

coding A i period. up 119.25 points at 
1 level 







, before the market firmed on the back of . 


since 5 Mar. Dealers 
to the Central Pro- 


)MESTIC concerns dominated most Asan exchanges during the penod to 26 
ha i eth Kei hod) auction in d an nsi. o InoBetary pith 


wk 


by 0.01 to 0.812. 
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vident  Fund-approved | investments scheme, 
which has benefited blue chips in particular. Inch- 
cape, National Iron, Straits Trading, Wearnes, 
Singapore Land and the big four local banks all 
made significant improvements. But overall busi- 
ness prospects have not picked up markedly, so 
some dealers expect profit-taking to moderate any 
sustained rise. Turnover was a modest 7.74 mil- 
lion shares a day. | 


KUALA LUMPUR: Trading on the KLSE was 
sluggish throughout the period and with a public 


The average volume of shares traded was a miser- 
able 4.43 million daily, and prices reflected the 
lack of interest, with Fraser's Industrial Index 
meandering within a 20-point spread for most of 
the period. There was a marked improvement 
after the weekend which enabled the index to 
finish 55.35 points up for the period at 2,032.56, 
but this was due largely to gains by index-compo- 
nent stocks. 


BANGKOK: Lacking fresh incentives, the Securi- 


ties Exchange of Thailand weakened in quiet trad- 


mostly unchanged. Although selling pressure 
a buying support did not materialise. With 
IDEM traders letting go of their remaining 
dings, the Book Club Index fell 0.11 of a point 
e 117.23. White Group headed the gainers while 
mining company Aokam Thai suffered the steep- 
est fall. For the four trading sessiens, volume 
dropped to 524,752 shares valued at Baht 57.52 
million (US$2.2 million). 


TAIPEI: The market rose steadily rokont the 
eriod, as the weighted price index ended up 
7.64 points at 936.9. Renewed activity by institu- 
tion al investors, spurred by the entry into the mar- 
ket during the period of the Taipei Fund (a new 
US$25 million indirect-investment vehicle for for- 
eigners), was the main reason for the rise. Gains 
were experienced virtually across the board, but 
electronics counters did. particularly well on the 
strength of continuing strong demand in the US 


. and other markets. The specialised index for elec- 
tronics shares rose a healthy. 13.11 points, or. 


4.5%, to 304.33. Trading was up, with daily 
volume averaging NT$1.54 billion US$40. 2 mil- 
lion). 


MANILA: San Miguel shares accounted for 51% 
of an increased total value turnover of P 31.47 mil- 
lion (US$1.6 million) as controversy simmered 
over the ownership of a big block of its shares, 
transacted on 1 Apr. San Miguel A shares rose 
10.295 to 232.50 and its B shares moved up 2.4% 
to P42. PLDT, which trádéd uniformly at P77 


dustrial index by 0.560f a 


ing indicator by 5. D tox 909 9.75, and the oil marker 


holiday on 23 May, turnover was very low indeed. 


ing. Prices fluctuated during the period but closed - 


(down by P1) throughout the period, accounted . 
for 4.5% of total value turnover. All market indi- - 
cators ended slightly higher: the commercial-in- | 
oint to 226.44, the min- - 
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sia is Fore to more than half of mankind. Every day, 
ed ts. are ee here that not a shape the re- 


f ord to ignore them. Nor can any deside or 
ar or UE who has dealings with Asia. Decide 


1e Asia 1986 Yearbook, now in its 27th year, is bigger 
more comprehensive than ever before. Matching 
rapid pace of Asian development, it goes into great- 
ail, with greater insight — a book which everyone 
leeds to know about Asia must have on the book- 


19 ment in Asia — but you will find familiar chapters 
d features as well: a portrait of The Region, The 
wer Game, Population & Food, Development Banks, 
ian Finance, Asian Investment, Commodities, 
rgy, Aviation, Shipping, Fishing, Trade & Aid, the 
fic; Asian & Pacific Organisations, and a | round-up 
e y years s news stories. 


















Social Affairs, Foreign Relations, Economy 


„first-hand information on everything from 


ten al and population trends to foreign aid in- 


and cultura landmar S. 


co ntry i is discussed with up-to-date reviews ofits 


structure, complete with a map and lists of - 
ublic officials. The Asia 1986 Yearbook gives 


EUR 


country chapter has a Databox. giving essential vital ` 
statistics. And there is also a statistical round-up com- ` 
piled against a master aesicntais Peres by vear ; 2 
book experts. i 





How We Did It : | 
Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- | 
hours of work during the year. Every week, the Review's ` 
correspondents file on-the-spot reports from every — 
major Asian capital and. every area:of interest through- j 
out the region. This leading team of writers, analysts, - 
experts and research staff contribute (as they have reg- _ 
ularly for 27 years) to keep the Asia. 1986 Yearbook on | 
top: of events. To give you Asia minus the mystery, - 
minus the myth. To give you Asia e as s only the Far East- 
ern Economic Review can. à: 


Soft Cover; HK$170/US$23. 95/£20/5$49. 50/M$56.5 50 
Hard Cover: HK$200/US$27.95/£23. iai aded 
For airmail delivery, please add: 
HK$55/US$7/£5/8$15/M$17.50 per copy. 
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Asia 1986 Yearbook (Soft Cover) : 
Price: HK$170/US$23.95/£20/5$49. 50/M$56.: 50 each | 


| No. of copies ea by surface 


Asia 1986 Yearbook (Hard Cover) 
“Price: HK$200/US$27.95/£23. 75/8$58. 50/M$67 each 


No. of copies 


B by airmail* 5. ; 


_ £1 by surface 
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alking the incense-lined path up 

Xi Shan (West) Mountain, one 
could easily mistake the surroundings 
for those of the dense reaches of inner- 
most Sichuan province were it not for 
occasional breaks in the lush foliage 
which allow for glimpses of the town of 
Guiping. Although bordered on two 
sides by rivers which later flow together 
to form the Zhu Jiang (Pearl) river, vi- 
sitors from Canton, at river's end, re- 
main few. Lacking a civilian airport at 
this southeastern Guangxi Zhuang Au- 
tonomous Region village, authorities 
have found it difficult to make Guiping 
part of China's booming tourism indus- 
try. For those who make the effort, 
however, Guiping is worth the journey. 
The highlight of this sleepy village is its 
famed Xi Shan Mountain, home of the 
Xi Shi An, one of China's only practis- 
ing Buddhist convents. 

Resuming services twice daily after 
the Cultural Revolution, the moun- 
tain's following includes dozens of full- 
time nuns as well as *over a hundred" 
followers from the Guiping area, ac- 
cording to 90-year-old Master Nun 
Shi. 

Born Long Kuan Neng in 1896, Mast- 
er Shi herself is worth the journey, hav- 
ing spent the better part of her 39-year 
Buddhist career tending the mountain's 
famous tea crops and presiding over ser- 
vices. 

Always happy to meet foreigners, 
the frail, grandmotherly woman is eager 
to discuss her life, Buddhism, or the 
mountain's history. For those willing 
to accommodate the early session's 
twilight hours, it is worth participat- 
ing in or merely viewing the daily ser- 
vices. 

A stronghold of Buddhism in south- 
ern China, Xi Shan has on several occa- 
sions served as a meeting place for the 
upper echelons of China's Buddhist so- 
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Temple Xi Shi; statues of Buddha: 


94 


stronghold of Buddhism. 


ciety. The mountain's recent history can 
be seen through the person of Master 
Shi; indeed, the way people of Guangxi 
describe *the nun of Xi Shan" is as 
though she were already one of the 
many legends to be found in Chinese 
folklore. 

Much of the mountain's original 
(sixth century) architecture was re- 
constructed following the devastation 
by repeated Japanese bombing during 
World War II when the area served 
as a Kuomintang headquarters. Like 
Shi's early life on Xi Shan, the mountain 
was left relatively undisturbed prior to 
the turbulence of the Cultural Revolu- 
tion. 

Although the mountain was closed 
to services and Shi was sent to do hard 
labour elsewhere before returning to 
tend her teacrops after only "several 
months," Shi feels her “respecting 
cityfolk" took the mildest steps possible 
at the time. Now under the jurisdiction 
of both the central government and the 
Temple Xi Shi, Xi Shan has once again 
come to life. 


M aster Shi, aside from her status as 
one of the nation's foremost repre- 
sentatives in the Buddhist hierarchy, 
holds various political positions both 
locally and nationally. Like the moun- 
tain, she now receives a healthy govern- 
ment income and has a host of appoint- 
ed attendants. 

No doubt the mountain's attractive- 
ness lies in part with its natural sur- 
roundings that lack the tourist-enticing 
structures that plague so many scenic 
areas in the country. Small animals 
and exotic birds are plentiful in the 
thick pines and bamboo. Clusters of in- 
cense at the bases of trees and rock 
faces carved with ancient characters fill 
the air with a faint but calming fra- 
grance. 
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Maintained by the nuns as well as by 
the government-appointed workers, a 
number of aesthetically pleasing bam- 
boo teahouses offer weary climbers 
respite at various levels on the moun- 
tain. The tea itself has won nationwide 
fame ever since gaining the favour of a 
Qing dynasty emperor, and commands 
a vast market both domestically and 
abroad. 

From the mountain’s uppermost 
pavilion — the Dragon Pavilion — one 
gains a view of the entire Guiping area. 
On a clear day one can see the village of 
Jintian, flashpoint of the Taiping rebel- 
lion that rocked the country in the mid- 
19th century. Numerous passenger and 
commercial ships can be seen plying the 
route to and from Canton, whose influ- 
ence on the region reaches into the 
heart of local culture (with Cantonese 
being the primary dialect spoken). 

With the possible addition -of 
facilities for civilian transport at Gui- 
ping's tiny airport, the local government 
projects that Guiping could very well 
become a major centre of tourism in the 
country. For the present, however, Xi 
Shan's tranquillity will be broken by lit- 
tle more than the chants of the nuns in 
Temple Xi Shi and the padded scurrying 
of their feet as they rush about the time- 
less paths. — Rod Baker 
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To improve your returns, 
discover BNP's services. 


Today's world-class tennis is a tough But even prouder of the fact that as 
game. But it has little to teach today's Europe's biggest bank (and one of the 
international businessman, battling for largest on the international scene) we 
success in the increasingly competitive offer some of the most advanced services 


markets of the world. there are, in no fewer than 76 countries. 
So BNP is proud to be sponsoring the If you'd like to learn more, the ball's 
1986 French Open Championships. in your court. 





BANQUE NATIONALE de PARIS 


16, boulevard des Italiens - 75009 PARIS 
Telephone : (1) 42.44.45.46 - Telex : 280605 


World banking is our business 


Publifine Paris 





Over the past forty years the 
Far Eastern Economic Review has 
developed its reputation as the 
unchallenged voice of authority 

in Asia. 
People who subscribe to and read 
the Review are in top or operative 
Management. They are the leaders 
in all fields of industry, finance and 
government. 

They are the Decision Makers. 
The people who have the power to 
say: Yes. 

Advertisers of quality products 
and services know that when they 
. talk through the Review, Decision 
Makers listen. 
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Unparalleled influence in Asia. 


THEY DON'T HAVE VIEWS LIKE THIS 
IN MONTE CARLO. 


This is the land of the dreamtime. 

The edge of civilisation. And the last place on earth 
you'd expect to find an international casino. (Thanks to 
$6 million worth of refurbishments.) 

Yet at Darwin's Diamond Beach Hotel Casino 
you'll find the opulence of Aspinalls, the luxury of 
Loew's, the money of Monte Carlo, and something else. 

A prehistoric land with the power to awe the 
most jaded traveller. 

Where the sightseeing is spectacular. Where golf 
and swimming and tennis are never out of season. 

Where your favourite French and 
Chinese cuisines are served in restaurants of 
uncommon elegance. 


DIAMOND-BEACH*HOTBHEL 


Of course, if you should tire of our views, there's 
always the ongoing extravaganza of concerts, shows 
and discos to bring you the best in international and 
Australian entertainment. 

And the gambling stakes are Australia's highest. 

Diamond Beach in Darwin and Diamond Springs 
in Alice Springs embrace all you love about the most 
civilised international resorts. 

Yet they are as far from the everyday world as you 
could wish to be. And that may be our most attractive 

view of all. 
For details please contact your travel agent or 


write to the Sales Manager, Diamond Beach 
Hotel Casino, P.O. Box 3846, Darwin. 


CASINO*® DARWINSAUSTRALTIA 
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for Refugees co-ordinates world-wide 

Y efforts to solve refugee problems, to give 

V human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 


PA protection. 


r ——_ Since 1951, UNHCR has helped some 


25 million refugees to begin a new life. 
United Nations High Commissioner for Refugees 


This road can be very short if we all help. f 
It may lead the refugee back to his home- Ü 
land. It may mean the beginning of a new V V 
existence in a neighbouring country. Or it N y NY 
may take him thousands of miles away from 
his home. SN E M 
The United Nations High Commissioner 









MEETINGS PROGRAMME 


Discover the value of having your 
meetings all planned out. From audio-visual 
equipment to casual coffee breaks down to 

well-sharpened pencils, Hilton International has it 
all thought out for you. 

‘To find out more about Hilton International's 
5-Star Meetings Programme in the following 9 
cities, complete the coupon below and 
send it off today. 
















ES Bangkok Petaling Jaya 
Hong Kong Singapore 
229 Jakarta Taipei 
L^ Kuala Lumpur Tokyo 







; KAR Osaka (Opening 
need Sep 10, 1986) 






Marketing Director 
5-Star Meetings Programme, 
Hilton International Singapore, 
| 581 Orchard Road, Singapore 0923. 
Please provide me with a 5-Star Meetings 
| Brochure. | 
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HILTON INTERNATIONAL 
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The Minolta 7000 has changed SLR photography forever with an astonishing standard of technical 
innovation. It gives you Minolta 's Hi-Tech autofocus with computer controlled accuracy, so fast and precise 
that it becomes an extension of your eye, even in flash photography. Automatic Multi-Program Selection, 
so intelligent that it automatically makes all exposure decisions and settings for you, even selecting the 
right program for the Minolta AF lens you re using. Fully automatic film control that enas film loading, 
winding and rewinding worries. Touch control operation that assures quick, precise settings for all camera 
functions. And the world's widest array of AF lenses, from 24mm to 600mm. All in all, the Minolta 7000 lets 
you capture the split-second experiences of life as they happen, instantly, The HiTech Autofocus SLR 


accurately and exactly the way you see them. Someday all cameras will 
be like the Minolta 7000. But for now, this is the one to own. IOOO 


Minolta aut Co | p an 2 oor A zich: M3cb NETT g (e2*3 W Er d 





Franco Zeffi rell 


* 
e 


\ MC 
AÀ 
\ | 


M oe | 





i prefers the classics. 








Including the watch he wears. 


If one were merely to list the 
achievements of Franco Zeffi- 
relli as set designer, as director 
for stage, opera and ballet, as 
film-maker, the list alone would 
indicate a man of extraordinary 
talent and energy. 

It is impossible to describe 
that talent or to say why Franco 
Zethrellis reputation is a legend. 

One must see a Zeffirelli pro- 
duction for oneself: the opulence 
of his staging of Turandot, for 
example; the majesty of his La 
Traviata, or his excursion into 
the world of ballet with Swan 
Lake, described by one critic as 
“a triumphant baptism: 

This is the work of the same 
Zeffirelli who made The laming 





of the Shrew and Romeo and Juliet 
into huge box office successes, 
when the majority felt that 
Shakespeare would never do 
well in cinema. 

These productions must be 
witnessed if one is to understand 
why opera and theatre audiences 
often insist on Zeffirelli himself 
taking the final curtain call. 

It is the vibrancy and depth of 
human emotion which emanate 
from his work that can literally 
overwhelm the audience. 

Zethrelli was born and 
brought up in Florence where he 
had a classical education. “In 
Florence, you dont have to go to 








school to learn about art and 
civilisation; he says, “it is all 
around you. | try to bring my 
cultural upbringing tomy films: 

Franco Zeffirellis taste for 
the classics also extends to the 
watch that he-chooses to wear. 
A Rolex Oyster Chronometer 
in l8ct.gold. 

"I choose this watch because 
itis the watch. It is above fashion. 
It is the standard. In my own 
work I never /ry to be fashion- 
able. Never. And the same could 
be said for the watch I have 
chosen to wear. 

For Franco Zethrelli, the 
Renaissance man, the W 
classic watch by 


Rolex of Geneva. ROLEX 


of Geneva 


THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITH PRESII )ENT BRACELET. ALSO AVAILABLE IN 18CT. WHITE GOLD OR IN PLAT INUM. 
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CHASE AND ENGLISELCHINA CLA 
PARTNERSHIP GROWS, 
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When English China Clays decided a global financial intermediary. will also enable them to tap a growin 
to tap an additional source of short-term For a worldwide market leader international investor demand for 
finance, and to benefit from the lower such as English China Clays, a prime names. 
cost and flexibility of Eurocommercial Eurocommercial paper program can It wasnt only because of a long 
paper, they turned to Chase. provide a highly cost-effective and and close working relationship 

It was a decision which resulted flexible means of financing continued together that English China Clays 
from their position as a major British growth and expansion. turned to Chase. It was also because 
multi-national, and Chase's position as The program arranged by Chase, of Chase's track record as a participar 


Back left to right: Andy Trenouth, Vice President, The Chase Manhattan Bank: David Loosley, Group Treasurer, English China Clays: 
Front left to right: Bob Hinaman. Executive Director. Chase Manhattan Ltd and Bob Carlton-Porter, Finance Director, English China Clays 





over 2576 of all Eurocommercial paper 
sues since 1984, its inclusion in close to 
)O tender panels and dealerships and 
; position as a continuous market 
aker in over 50 issues. 

Of course they wanted the 
ynfidence of Chase's Euromarket 
stribution capability. A worldwide 


network, with sales teams in key 
financial centers, that adds up to sales 
of over $1,000,000,000 a month. in 
short-term Eurosecurities alone. 

This is the Chase Partnership. 


A partnership thats based on mutual 
trust and innovation and a 
partnership that's building the 
foundations of a lasting commercial 
and investment banking relationship. 


IHE ru PARTNERSHIP 
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We want you to come to the Philippines. ‘Io see the sights. ‘Io meet 
the people. ‘Io bask in our sunshine. ‘Io join us in celebrating the beginning 
of a new era in our history. 

SO we're giving you the best possible incentive: 50% off the regular 
rate of all our rooms and suites until September 30, 

1986. 

There are no restrictions. Our Fiesta 
Bonus '86 applies to every guest. So come 
now and enjoy all the luxury of Manila's 
leading hotel for less. 


THE WESTIN PHILIPPINE PLAZA 
Manila 


Luxury by the bay. 





For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM. 


Other Westin Hotels in Asia: Hong Kong, Shangri-La * Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza * Tokyo, Akasaka Prince Hotel & Tokyo Prince 
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Striving for the extra gram 


Samsung. Strong and high-spirited. We provide the 

ultimate user comfort in audio and video equipment, 
«home appliances, and office automation. It takes a real 
electronics heavyweight to make minuscule 2" color TVs, 
90 mm flat VCRs or 200 gram light stereo cassettes. It 
takes commitment. It takes Samsung. 

Our 1,500-member R&D team, supported by a 596 of 
total revenues, is striving for the highest-tech creations. 
Our products are most advanced, compact, and light. 
How light? Delight. 

Samsung s featherweight 8 mm camcorder proves that 
you can have both: Sophisticated technology and user- 
friendly features. It's these precious few grams that 
determine who's to stay on the cutting edge of high 

. technology. It's Samsung s motivation to make this 
à crucial difference that's behind its selection as 
the chief telecommunications supplier for 
the 86 Asian Games and '88 Olympics. 
So, have you got heavy business 
loads lately? Weightly problems on 
your hands? Then turn to us. 
Samsung. Well uplift your spirits. 
And bring delight. 


SAMSUNG 


Koreas Leader in Electronics 
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A question of influence 


Your efforts in publishing the FOCUS on 
Asia's Unions — An organised disunity 
[3 Apr.] — are commendable. It is a 
meaningful collective work by 17 au- 
thors — presumably your correspon- 
dents in various countries in the region. 
However, as a reader closely following 
developments of labour conditions in 
Taiwan, I am shocked at the extent of 
the author's misunderstanding or lack 
of understanding of what was actually 
going on there. 

To begin with, the Chinese Federa- 
tion of Labour (CFL) is a national fed- 
eration of labour unions in the country 
instead of "the only approved labour 
union." The statement: “Although the 
right to establish a union is guaranteed 
by law, in practice it has to be approved 
by the local KMT [Kuomintang] com- 
mittee, which also vets the officers cho- 
sen,” 1s groundless. True, it has been 
the established policy of the KMT to 
promote trade unionism as a means to 
protect workers’ rights and interests, 
but it has no administrative authority in 
supervising the organisation and elec- 
tions of the union which were con- 
ducted by secret ballots. The assump- 
tion that local KMT committees could 














manipulate union elections is wrong. 
The author also failed to grasp the 
important participatory role of the CFL 
in the determination of minimum wages 
and the formulation of labour legisla- 
tion. The CFL representatives are al- 
ways included in those ad hoc commit- 
tees formed by the Ministry of the In- 
terior (to which the Labour Department 
belongs) for drafting labour laws and so 
on. The statement that “the CFL was 
conspicuous by its absence throughout” 
(in the discussions formulating the 
Labour Standards Law) is contrary to 
what was actually happening. Union 
participation in the enactment of the 
said law was featured in Yu-chin Ko’s A 
Trade Union’s View: Free China’s 
Labour Standards Law, AFL-CIO Free 
Trade Union News (September 1984). 
No less remarkable was the CFL’s 
role in refuting those arguing for the re- 
vision of the new Labour Standards Law 
under the pretext of its unfavourable ef- 
fects on the economy slowdown last 
year. In addition to the release of public 
statements, the CFL organised forums 
and Chen appeared on TV programmes 
to debate the issues vehemently. To say 
that “the national labour union has not 
taken position” is ignorant of the facts. 
There are numerous reports in local 

















newspapers and labour publications. 

The author’s comments on strikes 
are contradictory themselves. Despite 
his claim that “draconian sedition laws 
are available to enforce the prohibition 
(of strikes under martial law),” he 
acknowledged the occurrence of “scat- 
tered, small-scale labour actions.” As a 
matter of fact, strikes are explicitly per- 
mitted under the Labour Union Law. 
Whereas martial law provides that the 
commander-in-chief “may” (it is by no 
means mandatory) prohibit strikes, 
etc., it is basically a security law which 
concerns strikes of a political nature 
rather than those resulting from labour 
disputes. In fact, no such order has ever 
been issued under martial law over the 
years. 
Bethesda Fusen Hu 
e Carl Goldstein replies: If Fusen Hu is 
closely following labour developments 
in Taiwan, his assertion that the KMT 
cannot influence labour union elections 
because it lacks “administrative author- 
ity,” either misunderstands the nature of 
the KMT’s role in influencing policy, or 
he was being ingenuous. 

Concerning the CFL’s effectiveness 
in defending the Labour Standards Law, 
it might be worth noting that the key por- 
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tions of the bill — the enhanced pension 
and severance benefits — have not yet 
been implemented more than 21 months 
after passage because of business opposi- 
tion. In addition, despite the original in- 
tention of the Ministry of Interior and 
labour experts involved in drafting the 
bill, the government ruled after the bill 
was passed that the improved benefits 
would not be made retroactive. 


Twist of history 


Brian Cloughley, in A case for vigorous 
operations in Punjab [THE 5TH COL- 
UMN, 15 May], is right in saying that re- 
ligion and language are powerful deter- 
minants of violence, but he has forgot- 
ten the economic, cultural and separate 
identity determinants. 

The Sikhs are not the aborigines of 
Punjab. They are "jus soli." Sir Stafford 
Cripps' words were correct but need up- 
dating to the effect that “the Sikhs now 
have a majority Punjab Suba [state] 
where they are 6276 of the total popula- 
tion." They will not accept any kind of 
discrimination or injustice in the distri- 
bution of river waters, boundary ad- 
justments and their city of Chandigarh 
and the application of Hindu laws to 
them. 

The twist in the Sikh military his- 
tory is that while on all other occa- 
sions the Sikhs fought for the Hindus, 


now they are fighting for themselves. 
Seremban O. Tara Singh 


The loan issue 


In Nick Seaward's article Shipping causes 
a list [15 May] it was stated: “The true 
financial position at KSM could be even 
worse than that indicated by the MPH 
[Multi-Purpose Holdings] loss, however, 
as the REVIEW understands that KSM 
has a M$40 million unsecured loan out- 
standing to the former managing direct- 
or (operations) of MPH, Tan Koon 
Swan, who resigned from that post in 
February." We wish to point out that 
your understanding is completely incor- 
rect in that KSM had at no time made 
any loan to Tan — secured or unsecured. 
An incorrect and obviously unsub- 
stantiated report of this nature can and 
has caused mischief as the membership 


of our cooperative is widespread and | 


your correspondent would do well to 
avoid such irresponsible reporting in the 
future. Datuk Oon Seng Lee 

Chairman 
Kuala Lumpur  Koperatif Serbaguna Malaysia 


e Nick Seaward replies: I apologise for 
identifying Tan's creditor incorrectly. As 
has been pointed out subsequently in the 
REVIEW, the money was owed to Multi- 
Purpose Holdings of which KSM owns 
40%. 





Praiseworthy politician 


Wong Kaulan [LETTERS, 22 May] prob- 
ably thought he was quite smart in say- 
ing Faridah Stephens should ask her 
mother about the so-called Usno (Unit- 
ed Sabah National Organisation)/Ber- 
jaya pact. However, I felt it was mis- 
chievous and spiteful. I am a supporter 
of Toh Puan Rahimah Stephens who has 
stated that the party leadership had 
denied such an arrangement. All she 
could do was maintain party discipline 
and listen to the party leaders and trust 
them during such difficult times. 

If such a pact did exist, I myself as a 
Kadazan — and I am sure others in her 
area — would not have supported her. 
However, I believe Toh Puan to be an 
honest and genuine politician who has 
worked hard for Kiulu for 10 years. It is 
hard for me to accept that she would 
knowingly have worked with Usno and 
Tun Mustapha Harun knowing the 
struggle she went through in 1975-76. 

Wong implies that Toh Puan has de- 
ceived and betrayed the Kadazan cause. 
She has certainly not deceived it, and as 
for betrayal, she worked hard for the 
people only to be summarily booted 
out. Kiulu now has roads, running 
water, electricity and a high school, and 
most of these were introduced in the 
past 10 years during her term. 

Sabah 'Aggrieved' 












IN A CITY WHERE 
IMPECCABLE SERVICE 
IS AN ART, ONE HOTEL 
IN SHINJUKU CONTINUES 
THAT TRADITION. 


Tbe Osaka Hilton International will 
open on September 10, 1986. 


~ For reservations, call your travel agent, 
E — any Hilton International hotel or Hilton 


Reservation Service. 


TOKYO HILTON INTERNATIONAL 
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years ago on June 1, Surveyor 1 made the first soft landing on the moon, giving scientists their 
first close-up look of the lunar surface and blazing a trail for the manned Apollo missions three years 

.— later. The three-legged spacecraft, built by Hughes Aircraft Company, landed one second ahead of the 

— originally predicted time and just nine miles from the predicted target point after traveling 240000 miles. 
-In the following eight months, Surveyor televised 11,150 pictures, photographed the solar corona of the 
setting sun, made a color composite photo of the lunar surface, and measured the hardness of the lunar 

. Surface. By January 1968, four other Surveyors had made soft landings on the moon. They provided 

... detailed scientific information about the physical and chemical character of lunar materials and added 

. immeasurably to the understanding of the physical processes that shape the moon's surface. T 





.. Malaysia i is guarding its skies against intruders with a new automated air defense system. The Malaysian 

~ Air Defense Ground Environment (MADGE) detects and identifies all aircraft approaching Malaysian 
 airspace. It uses advanced data processing equipment, large-screen displays, new communications 

. systems, and a modern three-dimensional long-range radar. Should aircraft be identified as threats, 

* commanders í can order fighter interceptors to take defensive actions. The Hughes system forwards target 

.. data from radars located throughout the nation to command centers, where computers process and 

. display information. 





The oldest continually / operating communications satellite has been turned off after 19 years of service. 
. The first Applications Technology Satellite (ATS 1) was launched in December 1966, providing an 
-important communications link over the Pacific Ocean. It was designed originally for a three-year 

-. mission, but surpassed its design life by more than six times. The Hughes satellite carried several 

-. scientific instruments, including a spin-scan camera that provided the first wide-angle pictures of the 

—— Earth’s full disc and helped meteorologists track storm fronts. ATS 1 also was used for communications 
.. during emergencies and for the day-to-day management of the U.S. Trust Territory of the Pacific Islands, 
a group of more than 2,000 islands more commonly known as Micronesia. — 
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_ An infrared night vision system for helicopter pilots has been demonstrated successfully at sea on a U.S. 

— Navy SH-2F Sea Sprite helicopter. The Hughes Night Vision System (HNVS), designated AN/AAQ-6, is 

-— a low-cost, forward-looking infrared system. HNVS assists pilots i in flying safely at night and enables 

—. them to detect and identify targets during surveillance missions. It superimposes infrared video, flight 
 symbology, and navigational data on a single display, which can be mounted on the flight panel or - 

-~ projected onto a see-through helmet visor. The Sea Sprite is used for maritime surveillance, sea control, ? 

. and: anti-submarine warfare. It is known as the Light Airborne Multi-purpose System MKI (LAMPS) and 

2$ based on destroyer-class ships. 


























a West German F-4F Improved Combat Efficiency Phantoms equipped with AN/APG-65 radars will L4 
: E en able the aircraft: to remain effective through the end of the century. The APG-65 i is the radar : carr ied on ur 
. "all F/A-18 Hornet Strike Fighters. It is an all-digital multimode system designed forbothair-to-aàirand — — 
.. air-to-surface missions. In air-to-air operations, the APG-65 will give the Phantom a clean radar scope in 
- _ either look-up or look-down attitudes. It will also provide track-while-scan capability, long- range search |. 
and track, automatic acquisition of multiple targets, and several modes for close-in combat. Moreover, — 
... the all-weather sensor will give the F-4F ICE aircraft full capability for launching Amraam missiles. 

: ighes, which developed and builds the radar, is under contract from Messerschmitt-Boelkow-Blohm . 
te definition phase of the program. Hughes will also work with AEG-Telefunken on the program. 












For more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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Subsidiary of GM Hughes Electronics 


"KLM has been crownec 


Airline of theYear" 


‘And 20000 KLM-ers 


want to show you why” 


Air Iransport World, the leading was right. On the ground. In the air. Every day. 
aviation magazine, has crowned KLM For every flight. Test us, try us, flyus. ee'ee 
Airline of the Year. And 20,000 


y KLM-ers are eager to prove the choice The Reliable Air line KLM 
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apan, having almost involuntarily become the hub of the 
world's most dynamic growth region, has for long also 
been a member of the OECD, the rich nations’ club — in 
other words, of the West. Now Japan's world role, and its 
view of itself, is changing, as much as a result of external 
circumstances as internal ones. Protectionist pressures 
from the US and Europe, the yen's sharp rise and the recog- 
nition in Tokyo of the need for a division of labour with its 
neighbours are drawing Japan ever closer to Asia. FOCUS 
on Japan '86 analyses the evolving role of an essentially 
Asian nation and the gains — and potential losses — this 
evolutioni is s creating elsewhere in Asia. Pages 55-106. Cover illustration by Andy Tang. 

























































Pages 107-108 

A programme of sweeping economic 
reforms likely to be accepted by 
the Philippine Government calls for a 
return to a growth-oriented strategy in 
place of IMF-mandated austerity and 
Page 16 ‘conciliatory default’ on some foreign 


Ahigh-ranking Peking official says the borrowings. 

Chinese Communist Party will not | Page 109 

play a leading role in Hongkong or | A steady stream of sovereign borrow- 
exist openly in the territory as a politi- | ers on Japan's samurai bond market 
cal party. are redeeming loans well ahead of 


Page 17- 
Malaysian Prime Minister Mahathir 
says the government's New Econo- 


Page 14 | 

South Korea's President Chun makes 
significant. concessions on constitu- 
tional revision four months after the 
start of an opposition campaign to 
bring this about. 


Euroyen or even US-dollar borrow- 
ings — much to the annoyance of the 


mic Policy is to be temporarily sus- FBpeness. 
pended. Page 114 | 
Page 18 Singapore goes on a head-hunting 


mission overseas torecruit workers to 
keep down wages inits electronics in- 
dustry. 


Page 116 

The Pakistan Government decides to 
keep for itself most of the benefits of 
lower import prices for oil and 
foodstuffs as it frames an almost ba- 
lanced budget for 1986-87. 


Page 128 

Most of the good intentions in Taiwan 
to dismantle many of its protectionist 
barriers are being swamped by 
bureaucratic squabbling. 


A London court hears allegations of a 
massive scheme of payoffs and frau- 
dulent lending involving Malaysian 
former executives of Bank Bumiputra 
and its Hongkong subsidiary. (For 
legal reasons, this story does not ap- 
pear in Copies of the REVIEW distri- 
buted in Hongkong.) 


Page 147 
United Industrial Corp. bids for Singa- 
pore Government—controlied Intraco, 
but it may have to offer more if it is to 
be successful. 


After a gap of eight years, Japan and 
the Soviet Union restart a dialogue to 
improve bilateral relations. 





Pages 27-30 
A state of siege grips Sri Lanka as vio- 
lence by security forces and Tamil 
separatists escalates. Although the 
| rebels are also hopelessly split into 

warring groups, they show no signs of 
coming toa negotiates solution. 


Pane 
After the first 100 days of her adminis- 
tration, Corazon Aquino is still asking 
her people for time to solve the prob- 
lems she inherited from Ferdinand 
Marcos, while. the communists and 
theUS observe her from the sidelines. 
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ME REGIONAL 


Nakasone calls 
double election 
Prime Minister Yasuhiro 
Nakasone dissolved Japan’s 


. parliament on 2 June in prepa- 
. ration for a “double” election 


to the upper and lower houses 


- to be held on 6 July. The dissol- 
. ution took place immediately 
| after parliament had been con- 

| vened for a one-day extra- 
.| ordinary session which opposi- 
| tion parties branded as “out- 
.| rageous and unprecedented.” 


The sole purpose of conven- 
ing the session, according to 


.| the opposition, was to enable 


AP 


Nakasone: election preparation. 


the government to postpone 
the date of an already-sche- 


| duled upper house election so 
. as to coincide with the lower 


house poll which cannot be 
held before early July. 
Nakasone is expected to 
declare a victory if the ruling 
Liberal Democratic “Party 
(LDP) wins a simple majority 


| of 257 in the enlarged, 512- 


seat lower house. However, 


. his critics within the LDP may 


demand his resignation if the 
party fails to obtain at least 260 
seats. — Charles Smith 


Eleven die in attack 

on refugee camp 

Heavy weapons fire hit a 
sprawling Khmer Rouge ref- 
ugee camp along the Thai- 
Cambodian border on 29 May, 
killing 11 people in an incident 
which has yet to be properly 
explained. Thai authorities 
blamed Vietnamese artillery 
fired from inside Cambodia for 
the attack on the camp, known 
as Site 8. But there were also 
suspicions that it could have 
been the work \of Khmer 
Rouge soldiers angered by 
Thai efforts to consolidate the 
civilian population on the 


. southern stretch of the border. 


The attack occurred five 





days after Vietnam began mov- 
ing 10,000 troops out of Cam- 
bodia in an annual event which 
Hanoi calls a withdrawal and 
Thailand and its allies refer to 
as a rotation. — John McBeth 


Singapore appoints 
judicial commissioner 


Singapore's first judicial com- 
missioner has been appointed, 
seven years after the constitu- 
tion was amended to provide 
for such a post "in order to 
facilitate the disposal of busi- 


ness in the Supreme Court." 
The commissioner, Chan Sek 
Keong, a senior partner in the 
law firm Shook, Lin and Bok, 


will hold the post under a two- 
year contract that will allow 
him to return to private prac- 


tice at the end of his term. 
— Nigel Holloway 


Professors appeal to 
Chun on political reform 
About 780 South Korean uni- 
versity professors across the 
country have signed statements 
appealing to President Chun 
Doo Hwan to swiftly restore 
democratic institutions, includ- 
ing direct presidential elec- 
tions, to avoid further bloody 
clashes between anti-govern- 
ment demonstrators and secu- 
rity forces. 

Meanwhile, Rev. Moon Ik 
Hwan, a well known human- 
rights activist, has begun a 
week-long hunger strike inside 
a Seoul jail, demanding the re- 
lease of a growing number of 
political detainees. Police au- 
thorities have detained at least 
150 student demonstrators in 
May alone. — Shim Jae Hoon 


Singapore minister 

scolds law group 
Singapore’s Minister of State 
for Communications and Infor- 
mation, Wong Kan Seng, has 
berated the local law society 
for criticising the government’s 
proposed amendments to the 
Newspaper and Printing Press- 
es Act, which seek to curb 
sales of foreign publications 
that are deemed to “engage in” 
domestic politics. 

Wong accused the society of 
trying to act as a pressure 
group, suggesting: “Public po- 
licy is the domain of the gov- 
ernment. It is not the play- 
ground of those who have no 
responsibility to the people.” 
The society suggested that 
existing legislation was more 
than adequate to deal with 
alleged interference in Sin- 
gapore’s affairs. 

— Nigel Holloway 





UCPB wants return of 
San Miguel shares 


The United Coconut Planters 
Bank (UCPB), which sold a 
controlling block of 33.13 mil- 


lion shares of San Miguel Corp. 


to the Philippine industrial 
leader’s management group, 
headed by chairman Andres 
April 
(REVIEW, 5 June), is seeking 


Soriano III, on 1 


the return of the shares. UCPB 


declared San Miguel in default 


for failing to pay on 29 May the 


first of three equal instalments 
on the unpaid balance on the 


P3.31 billion (US$163.9 mil- 
lion) sale. UCPB also declared 
Soriano’s downpayment 
P500 million forfeited and de- 
manded another P300 million 
in damages. 

UCPB went to court on 2 
June after failing to get a reply 
from Soriano to an ultimatum 
for the payment. On 3 June, 
the regional trial court of 
Makati restrained Soriano and 
his group from exercising rights 
of ownership over the disputed 
shares. The share block was 
sequestered by the Presidential 
Commission on Good Govern- 
ment on 19 May on suspicion 
that the deal may have bene- 
fited | Eduardo Cojuangco, 
an associate of former presi- 
dent Ferdinand Marcos. 

— Jose Galang 


Malayan Banking 
director questioned 


A director of Malayan Bank- 
ing, Lim Jun Ying, who is gen- 
eral manager for the bank’s 22 
branches in Singapore, re- 
signed on 28 May. Lim is being 
questioned by the city-state’s 
Commercial Affairs Investiga- 
tion Department (CAID) and 
Malayan Banking says the 
CAID investigations are not 
directed at the bank itself. 
The bank adds that Lim has 
been granted leave of absence 
to enable him to help fully in 
the CAID’s probe. 

— Nigel Holloway 


Top Manila officials 
charged with graft 

Graft charges have been filed 
against top Philippine monet- 
ary and finance officials by 
Philippine American Invest- 
ment Corp. (PAIC), which was 
taken over by the Central Bank 
of the Philippines in August 
1985 after the investment firm 
ran into financial trouble. 
PAIC acquired in 1984 a sav- 


BUSINESS 


of 






ings bank, First Summa Sav- 
ings and Mortgage Bank, at 
five times its net worth on the 
understanding that the central 
bank would later grant it loans 
at concessional rates to help 
PAIC recoup the huge outlay. 

First Summa was a member 
of the Herdis Group, whose 
head, Herminio Disini, was 
one of the so-called cronies of 
former president Ferdinand 
Marcos. PAIC president Jose 
Abello charged before the 
Tanodbayan (Ombudsman) 
that the central bank reneged 
on that commitment when 
PAIC sought emergency loans 
in 1985 following a wave of 
withdrawals. — Jose Galang 


Taiwan goes for an 
expansionary budget 
Taiwan's legislature has passed 
a moderately expansionary 
budget for fiscal 1987 (begin- 
ning 1 July), marked by a 5% 
spending increase and a 10.6% 
rise in public investment, in an 
attempt to offset a decline in 
private investment rates. The 
budget, which had only minor. 
changes made to the form pre- 
sented by Premier Yu Kuo- 
hwa more than two months 
ago, provides for total expendi-| 
ture of NT$432 billion 
(US$11.3 billion). An expect- 
ed NT$40 billion shortfall in 
revenue is to be made up by the. 
issue of public bonds during the 
1987 fiscal year. The largest 
item on the spending side is 
NT$160 billion, or 37% of the 
total, for defence and foreign - 
affairs, down slightly from the 
current budget's level. 

— Carl Goldstein 


Seoul arranges more 
mergers of bankrupt firms 
Nine bankrupt South Korean 
companies have been merged 
under a deal arranged by the 
Ministry of Finance — the 
second set of arranged mer- 
gers in a month, following two 
in early May (REVIEW, 22 
May). The bankrupt firms in- 
clude four from the former 
Kukje group, which had been 
South Korea's sixth largest 
conglomerate before it went 
into receivership in February 
1985, and five from the Samho 
group, centring on a construc- 
tion company which went into 
receivership in late 1983 be- 
cause of problems in the slump- 
ing Middle East market. 
Construction group Daelim 
Industrial will take over the 


Samho companies, and the 
Kukje companies will go six 
buyers. 


— Paul Ensor 
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- The Thai Government and the IMF 

© have reached agreement on the 
continuation of a 400 million special 
drawing rights (equivalent to 
US$459.8 million), two-year standby 
facility. It was halted earlier this year 
. after ae n failed to cut its budget 
. deficit. The new agreement permits 
. a deficit of 4% of GDP compared to 
. the 3.5% PRESE negotiated in 
1985. 


SHENYANG SHUFFLE 


The Soviet Union plans to open its 
first consulate in China in Shenyang, 
capital of Liaoning province and the 
economic and administrative centre 
of China's northeast region. In 
return, China may reopen its 
consulate í in Leningrad. Moscow had 
originally wanted to open a consulate 
at Harbin, capital of Heilongjiang and 
located close to the Sino-Soviet 
border. Harbin had always been 


of its location. Shanghai was also 
| mentioned as à possible venue for a 
| Soviet consulate, but Peking 


suggested Shenyang instead. The US © 


ee a consulate in Shenyang in 
| 1984 and Japan followed suit in 
. January. 


CHALLENGING TIMES 

Siddhi Savetsila, Thailand's 

foreign minister and leader of the 
Social Action Party, is in danger 

of losing his seat in national 
elections on 27 July. He faces a strong 
challenge from the Democrat Party at 
a time when his own party is being - 


torn by defections. If the Democrats : 


AUSTRALIA 


A new official probe into the conduct of 
High Court judge. Lionel Murphy to decide 


whether he should be removed from his post. 


began (3 June). 


INDIA 
Security forces completed their with- 
drawal from the Golden Temple complex. 
Hundreds of Tibetans were arrested in an ap- 
parent | cráckdown on political activists, an 
exile group said (2 June). Police arrested 125 
ps in Karnataka state to defuse a 
order Tow with ‘neighbouring Maharashtra 
state (3 UE 


JAPAN. . 

Foreign Minister Shintaro Abe held talks 
with top Soviet officials in Moscow (30 May). 
Prime Minister Yasuhiro Nakasone dis- 
solved the lower, house of parliament and his 
cabinet decided to hold a snap general elec- 
tion, on $ July (2 June). 











do as well as many expect in the 


elections, insiders tip Seri Pramoj, 
son of former prime minister Seni 
Pramoj ,to succeed Siddhi. as foreign 


minister. 


edi ead CHARGE 


Pakistan 
opposition leader 
Benazir Bhutto 
claims President 
Zia-ul Haq has 
three times 
ordered her arrest 
| since she returned 
to Pakistan from 
exile on 10 April. 
| But she tells her 
Pakistan People's 
i Party colleagues : 
that Prime Minister Mohammed Khan 
Junejo has prevailed upon Zia to drop 


Xj 
Benazir Bhutto. 


'the order every time. Diplomats in 
Islamabad are uncertain whether 

. | Bhutto’s claim is true, or whether itis 
under strong Soviet influence because 


part of an opposition-directed l 
campaign to try to drive a wedge 
between Zia and Junejo. 


CAPITAL OFFENCE 


Embarrassed by a recent Morgan 
Guarantee Trust Co. report claiming 
that US$12 billion in capital left South. 
Korea between 1976 and 1985, the 
Ministry of Finance has been 
pressuring the bank to deny or | 
"clarify" the matter. The bank’ 's Seoul 
manager, Robert Brose, was =- = 
summoned to the ministry to explain 
the report, which the Bank of Korea 
(the central bank) has angrily. 


| refuted. The report has enraged 


the govessment partly because 


| NEW ZEALAND 


Prime. Minister David Lange. arrived 
in West: pet on an official visit (3 
June). 


PAKISTAN 

One man was killed and six others were 
wounded by bomb blasts at airline offices in 
Karachi, it was reported (28 May). A bomb 
exploded in a bus station in Peshawar, injur- 
ing seven people (30 May). 


PHILIPPINES - 

A métibert of the Philippines Commission 
on Good Government has secretly begun in- 
vestigations into disclosures that Hongkong 
was used as a majóf centre for money laun- 
dering by the former energy minister 
Geronimo Velasco, it was reported (3/ 
May). About 3,000 supporters of former pre- 
sident Ferdinand Marcos overran riot police 
and streamed. on to the dium of the na- 
tional assembly (7 June), . 


| the national assembly, where 
| opposition. legislators are preparing 


| The US has offered to provide the. 


former CIA China specialist, isa — 


| committee has been held earlier. 








before the : 
schedtiled 5 [e une opening of 






























major political offensive on the 
subject. 


MISSILE HELP 


telemetry for India’s missile-testing 
range at Bangalore in the south of | 

the country. The equipment will be 
used to help develop India’s non- _ 
military space programme. But . 
experts point out that the programm 
could have military relevance shoul 
India ever decide to develop nuclea 
missiles. " 


James Lilley , deputy assistant — — 
secretary of state for East Asia and 
the Pacific, is to be the next US 
ambassador to South Korea. Lilley, 





conservative with strong Republica 
connections. He has also served as- 
director of the American Institute 
Taiwan — the unofficial US Embas 
in Taipei. 


EARLY MEE ETING 

The sixth plenary session of | 
the Chinese Communist Party _ 
Central Committee may be conve 
this month. No meeting of the centr: 





than September since 1982. The las 
time a plenary session was held in 
June was in 1981 when Hu Yaoban 
succeeded Hua Guofeng as party - 
chairman — a position abolished i in 
1982. 


SOUTH KOREA | : 
Police arrested 16 workers who occup 

a joint US-South. Korean bank in Se 
while shouting anti-American slogans - | 
May). Government prosecutors said th 
had charged 57 people, mostly students 
workers, in connection with riots in Ini 
last month (3/ May). Police said. they 





disperse thousands of demonstrator 
Chonju (/ June). About 780 professors 
32 universities backed a call for democr 
reforms saying it was the only w 
solve the country's political proble 
June). President Chun Doo Hwan 
talks with opposition leader Lee Min Weg 
June). | 


SRI LANKA. bes ME 

“Twenty-seven: people, includin : 
soldiers, were killed in two explosior 
May)..A bomb exploded in.a train in 
northeast killing. 12 Pene (31 May).. 
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EI The president offers opposition concessions on constitutional changes 


Chun chooses compromise 


| By Shim Jae Hoon in Seoul 














Fo months after the start of a signa- 
ture campaign for constitutional re- 
vision, the main opposition New Korea 
Democratic Party (NKDP) has made 
considerable advances. Despite a harsh 
crackdown by the authorities, it has suc- 
ceeded in placing the issue firmly at the 
forefront of South Korea’s political 
agenda and been offered two substan- 
tial concessions by the military-backed 
regime of President Chun Doo Hwan. 

Since the campaign was launched in 
Seoul on 12 February, the first anniver- 
sary of big opposition gains in the last 
general election, Chun has progres- 
sively backed away from his original 
stand of “guarding the constitution at all 
cost.” Indeed, at important talks with 
leaders of three major parties on 30 
April, he said he would “not oppose” an 
amendment to the constitution pro- 
vided it was requested by the entire na- 
tional assembly. 

Chun also said that such an amend- 
ment could take place before the end of 
his term in office in February 1988, 
reversing his earlier stand that no con- 
 Stitutional changes could take place 
until after the next presidential elec- 
tion which would be conducted under 
the existing indirect electoral system. 

Given the fact that the national as- 
sembly is virtually under the control of 
the ruling Democratic Justice Party 
(DJP), some neutral observers are cyni- 
cal about the outcome of this condi- 
tional agreement. But as the DJP is now 
saying it is willing to discuss “all forms of 
drafts" with the opposition, it now ap- 
pears clear that the question is no longer 
whether constitutional amendments 
will be made, but what type of a revised 
constitution will emerge. 

Members of the opposition met 


members of the DJP on4 June to discuss - 


the formation of an ad hoc committee 
inside the national assembly to look into 
constitutional changes. The committee 


will allow the opposition to air its views. 


on the future form of government for 
South Korea, so reducing the level of 
confrontation over the issue. Mean- 
while, Chun has set up.a separate con- 
stitutional commission of his own in- 
side the government. Composed over- 
whelmingly of jurists. sympathetic to 


the present regime, it. will inevitably 


reflect Chun's personal perspectives on 
South Korea's longer-term future. 

So far, debates are focusing on two 
different possible formulas. As a matter 
of principle, the NKDP is insisting on a 
presidential system based on a popular 


/ 


14 


Chun and Lee Min Woo: covering the points. 


mandate. At the most recent opposition 
rally in Chonju on 31 May, Lee Min 
Woo, president of the NKDP, again 
underlined this theme while leaving un- 
defined such questions as the presiden- 
tial term of office. Speaking to some 
20,000 supporters, he declared: 


"Democratisation based on a direct 
presidential election is an irresistible 
course of history." 

The precise views of Chun, as well as 
those of the chairman of the DJP, Roh 
Tae Woo, who many tip to succeed the 





president, are unclear. But influential 
sources within the party have made it 
clear recently that they prefer a govern- 
ment based on some: kind of indirect 
voting. One suggestion encompasses a 
cabinet system of government with the 
national assembly choosing the. prime 
minister. Observers are making edu- 
cated guesses that the DJP may dissolve 
the current assembly early next year, 
prior to a general election which they 
hope would result in a large enough 
majority to choose the prime minister. 

As a retired army general who 


helped Chun stage the coup which 
brought him to power six years ago, 
Roh is considered too vulnerable to 
fight a nationwide campaign for the 
presidency against an experienced op- 
position candidate. He would be on 
safer ground leading a contest for con- 
trol of the assembly, in which the issues 
would be far less sharply defined than in 
a presidential election. 

Under an alternative scheme, Roh 
and Chun are reportedly considering a 
"double executive" system in which 
civilian politicians and figures 
from the military establishment 
would share power in a future 
government. Under this scheme, 
Roh might become a president 
with control over the armed 
forces and foreign affairs, while 
the party which wins the general 
election would take over the rest 
of the executive branch. Details, 
such as whether the president 
would be elected by parliament 
Or direct voting, are unclear. 
Nor is it clear whether such an 
idea — so strikingly exotic to a 
country long used to a vertical 
system of Confucian leadership 
— will be readily accepted by the 
voters. 

Apart from the question of 
whether it would work, some 
politicians here believe the 
double executive system, by in- 
stitutionalising the  military's 
role in politics, could help South 
Korea avert any more coups. 
This, though, may be an over- 
optimistic view. 


hile an unrestrained de- 
bate is likely on these ideas 
at meetings of the ad hoc com- 
mittee, significant divisions may 
develop inside the NKDP over 
which form of government it 
should eventually accept. Al- 
though he has not said so explicitly, 
NKDP adviser Kim Young Sam, con- 
cerned by the real possibility of a future 
military putsch, is more inclined than 
dissident leader Kim Dae Jung to find a 
compromise. For instance, it was Kim 
Young Sam's idea to accept the ad hoc 
committee. : 
Differences between the two Kims 
may surface shortly. At.a recent meet- 
ing with Roh, Lee — a close supporter 
of Kim Young Sam — declared that he 
wanted *a political system restoring the 
people's right to choose their own gov- 
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ernment. 
be a presidential system based on direct 
voting, as repeatedly demanded by Kim 
Dae Jung. 

At least in public, the Kims have suc- 
cessfully buried any differences, and 
what they seek in common now is to put 
enough pressure on Chun to make him 
irrevocably committed to a clear time- 
table for democratisation. This would 
probably make it necessary for him to 
proclaim an amnesty for Kim Dae Jung, 
who is technically still serving a 20-year 
sentence for sedition, and restore his 
civil rights to allow him to resume his 
political activities. If this proved impos- 
sible because of opposition (the military 
establishment, for instance, is deeply 
concerned by Kim Dae _ Jung’s 
charisma), Chun could at least free 
some of the 1,500 political prisoners, 
most of them students. 

All these subjects were covered at a 
meeting between Chun and Lee on 3 
June. It was the first such get together 
Chun has had with an opposition leader 
since he came to power six years ago. 
During the talks Chun declared the 
sooner the constitution was revised 
through a consensus within the national 
assembly, the better it would be for the 
country. He also urged the NKDP to 
disavow an increasingly radical section 
of the opposition involving students and 
workers. 

Chun remained evasive on the ques- 
tion of the release of political prisoners. 
Denouncing some student demon- 
strators as pro-communist radicals, he 
said their release- will depend on how 
much they regret their violent actions. 
He rejected Lee's request for the re- 
lease from jail of the Rev. Moon Ik 
Hwan, a human-rights activist who heads 
an organisation of hardcore dissi- 
dents. As for restoring Kim Dae Jung's 
civil rights, Chun indicated the govern- 
ment would continue to watch his future 
activities. 

For all that, the meeting confirmed 
his intention to rewrite the constitution 
as soon as possible. His attitude in gen- 
eral appeared to be much more con- 
ciliatory than before. At the very least, 
he was ready to strike a deal with the 
NKDP inside parliament. 

So after months of bloody clashes on 
the campuses and a series of self-immo- 
lations by students who burned them- 
selves to death for democracy's sake, 
the political adversaries are now moving 
their battle from the streets to the more 
sedate' setting of the national assembly. 
The new mood of dialogue and com- 
promise will help tone down, but not re- 
move, the groundswell of passion 

aroused over the demand for a new con- 
stitution. This was evident at the 
Chonju rally where thousands of radical 
students and workers, brandishing slo- 
gans denouncing the US for failing to 
take the side of democracy in South 
Korea, nearly broke up the NKDP 
rally. ° Hu 
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Alone and divided 


The struggling and tiny SDP spawns a new party 


By Nigel Holloway in Singapore 
Aue televising of Singapore's parlia- 

mentary debates since March 1985 
has offered a great opportunity to the 
political. opposition to score points off 
the ruling People's Action Party (PAP). 
But despite the recession, sharply rising 
unemployment and a wage freeze, the 
rival parties have failed to capitalise 
strongly on the discontent by formulat- 
ing a credible alternative economic po- 
licy. 

While Chiam See Tong, secretary- 
general of the Singapore Democratic 
Party (SDP), has been disappointing in 
debates, J. B. Jeyaretnam of the Work- 
ers’ Party, with three years more par- 
liamentary experience, has emerged as 
the biggest single beneficiary of TV. His 
parliamentary performance has im- 
proved markedly since he became an 
MP at the Anson by-election in October 
1981. 

Despite the occasional individual 
performances, it has been very difficult 
for the televisers to prevent the two op- 
position MPs from appearing to be bul- 
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Chiam : party split. 





lied by the PAP's 77 MPs, if only by 
sheer weight of numbers. But both lead- 
ers have their troubles. 

Jeyaretnam continues to be dogged 
by court actions against him and his 
party, while Chiam's problems are of a 
different order. The opening of his first 
constituency office in April coincided 
with reports that leading members of his 
party had left to form their own organi- 
sation, the Singapore Solidarity Party 
(SSP), which is now about to apply for 
recognition to the registrar of societies. 
Five founding members have already 
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been named. The chairman is expected © 
to be Soon Kia Seng, a Singapore Air- - 
lines executive who was a former chair- © 
man of the SDP and a failed parliamen- 
tary candidate in the December 1984 | 
election. Two other former SDP leaders 
have also been appointed to the com- 
mittee. | ia 
The SSP’s secretary-general is likely 
to be a former PAP MP, Low Yong . 
Nguan, the first politician to leave the | 
ruling party for another party since the | 
1960s. He was an MP from 1968 to 1972. | 
The mooted vice-chairman, Tan Chee 
Kian, is a defector from the n oe 
United Front, who polled 47% of the 
votes cast in his constituency in the last 
election, the second highest proportion 
for an unsuccessful opposition candi- | 
date. He turned down the offer of one of | — 
the three “non-constituency” seats, 
none of which were taken up. ; ui 
However, Tan is barred from stand- j^ 
ing for parliament for five years because | | 
of a $$3,500 (US$1,564) fine in January |. 
for negligent driving leading to the | 
death of a welder. T 
The SSP’s ‘assistant secretary-gen- | 
eral, Kwan Yue Keng, a former SDP |. 
leader, says the proposed new party will |. 
be populist and anti-elitist and gave, as | - 
an example of the PAP’s “elitist” B 
policies, the rapid promotion of the | 
prime minister's son, Lee Hsien Loong. | 
Kwan believes Singapore is too small - 
for more than two parties (there are cur- | 
rently 20 registered; eight contested the | 
last election and only three or four are | 
active at the moment) and would like to | 
see the SSP lead a united front in oppo- 
sition to the PAP. Jeyaretnam made 
similar statements after he was elected | 
to parliament, but has since argued that |- 
it is not possible for all opposition par- |. 
ties to coalesce. ^ io 
If there are no hiccups, the Solidarity 
Party may be granted official recogni- | 
tion within a month, perhaps in time to © 
contest a by-election at Kampong | 
Glam. The MP for the constituency and | 
senior minister in the prime minister's - 
office, S. Rajaratnam, who is 71, told 
the local Malay-language newspaper 
Berita Harian in an interview appearing 
on 23 May: “I am prepared to step down 
any time now." T 
Prime Minister Lee Kuan Yew said | 
after the last general election that the | 
two failed PAP candidates, Ng Pock | - 
Too and Mah Bow Tan, were of |. 
ministerial quality and deserved to be |. 
elected as soon as there was a va- | 
cancy. Ng has been helping Rajaratnam |. 
with his constituency work for some | 
time. | uUi 
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Emily Lau in Shenzhen 

‘high-ranking Chinese official said 
the Chinese Communist Party 
CP) would neither play a leadership 
le nor operate openly as a political 

y in Hongkong when the territory 
verts to Chinese sovereignty as a spe- 
| administrative region (SAR) in 
7 — unless party politics should 
eree, | s : l l 
The deputy director of the Chinese 
Council's Hongkong and Macau 
Office, Li Hou, whois also secret- 
neral of Peking's Basic Law 
ng Committee (BLDC), said the 
fthe CCP need not be written into 
2 Basic Law, though he did not say the 
>P would be absent from the SAR. 
e Basic Law is to be a mini-constitu- 
for the Hongkong SAR. 
i spoke to reporters on 2 June after 
two-day meeting of a BLDC sub- 
p on the relationship between the 
king government and the SAR. Li 
d the CCP has always existed in 
gkong, as has the opposing 
mintang. The question was whether 
oth parties would be allowed to ope- 
ate as political parties in Hongkong 
sr 1997. 
< The CCP in Hongkong is called the 
ongkong-Macau Work Committee. 
ded by Xu Jiatun, director of the of- 
: Xinhua newsagency's Hongkong 
ch and a BLDC vice-chairman, the 
mittee has a clearly defined struc- 
There are several thousand CCP 
bers in Hongkong, most of whom 
thinese officials. Its existence is to- 
rated by the Hongkong Government, 
hich understands that the CCP has to 
ide party leadership to China- 
ased organisations represented in the 

ory (REVIEW, 1 Aug. '85). Xu said 

ie future SAR chief executive need not 
ea CCP member, citing the example 
he late Song Qingling, wife of Sun 
at-sen, who was appointed a vice- 
airman in China in 1959. She joined 
Lp shortly before her death in 
-Li's remarks on the CCP's future in 
ongkong were probably the first state- 
n this sensitive political issue by a 
ig Chinese official: A Hongkong- 
'd CCP organ, the Chinese-lan- 
ze daily Wen Wei Po, later said 
là was expressing: his “personal 


























































issue of the CCP's future role in 
ong was not discussed at the two- 
ILDC sub-group meeting which, 
sub-group convenors said, failed to 
any initial consensus on such is- 










ution would be applicable to the 





which sections of the Chinese _ 





Peking Official says the CCP will not operate openly in Hongkong 


SAR and who will have the right to in- 
terpret and amend the Basic Law when 
necessary. ; 

Fifteen BLDC members, eight from 
the mainland and seven from- Hong- 
kong, attended the meeting. Despite 
the failure to reach any consensus on 
key issues affecting Hongkong's future, 
there was still a mood of optimism 
among Hongkong's representatives — 
stemming mostly from. the mainland 
members not rejecting outright sugges- 
tions by their Hongkong counter- 
parts. : 

Sub-group co-convenor Shao Tian- 
ren, a Chinese Foreign Ministry legal 
expert, conceded there were problems 
but insisted they were not insurmount- 
able. The beginning is always the most 
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difficult, Shao said. All the unresolved 
issues would be discussed at the next 
sub-group meeting, to be held in 
Xiamen in late August. | 


BL- deputy secretary-general Lu 
Ping, who also serves as secretary- 
general of the Hongkong and Macau 


Affairs Office, contradicted the sub-. 


group convenors when he said the meet- 
ing's participants did agree that the Na- 
tional People's Congress (NPC), which 
is to enact the Basic Law, will have the 
right to interpret and amend it. ‘i: 

Lu said there was a suggestion that a 
committee.be set up under the NPC, 
comprising members from the mainland 
and Hongkong, to consider any in- 
terpretation. or amendments -of the 
Basic Law before they are submitted to 
the NPC for approval. However, San- 
ford Yung; a Hongkong BLDC member 


and a member.of the Guangdong | 
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Basic Law should belong «to Hong- 
kong. | AN. eaae e O a 
Hongkong BLDC member Martin 
Lee, a member of the Hongkong Legis- 
lative Council (Legco), said he accepts 
that the right to interpret and amend the 
Basic Law should lie with the NPC. But 
he said he hopes the NPC will restrain it- 
self and not exercise its right tointerpret. 
and amend in such a way as to affect 
SAR court decisions — a move Lee be- 
lieves would usurp the power of Hong- 
kong's courts and undermine their inde- 
pendence. He said the NPC should only 
exercise its power when requested to do 
so by Peking or by the SAR. | , 
On the question of which articles of 
the Chinese Constitution would be 
applied to the SAR, Hongkong BLDC 
member Tam Yiu-chung, a pro-Peking 
trade unionist and a Legco member, 
said he agreed with a suggestion that 
when the NPC promulgates the Basic 
Law, it should elaborate on Article 31 of 
the Chinese Constitution — which au- 
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thorises the state to set up SARs when 
necessary — by explaining clearly the 
reasons for setting up the Hongkong 
SAR. r2 | 
However, Lee said such an explana- 
tion would not resolve the fundamental 
question of which sections of the 
Chinese Constitution would apply to 
Hongkong. He said such a proclamation 
would have legal effect because it would 
be the NPC exercising its legislative 
power to interpret the Basic Law. And 
Lee said it would have the practical ef- 
fect of altering the constitution without 
amending it. Amendments to the 
Chinese Constitution: are only made 
when there are major changes in state 
policy. "EFC 
Leaving aside the most contentious 
issues, the sub-group.did reach initial 
consensus in a number of important 
areas. It agreed that the Basic Law is to 
law and should 
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apply to the whole country. Any 
Chinese visiting Hongkong, therefore, 
would be expected to abide by the Basic 
Law. Elsewhere in China, any issue re- 
lating to Hongkong must be decided in 
compliance with the Basic Law, said 
Rayson Huang, a sub-group co-covenor 
and vice-chancellor of Hongkong Uni- 
versity. 

The sub-group also agreed that any 
laws enacted by the SAR must be re- 
ported to the NPC for the record — as 
stipulated in the 1984 Sino-British joint 
declaration on Hongkong's future — 
before they can come into effect. Any 
laws which contradict the Basic Law 
would be declared invalid, but the sub- 
group failed to agree on what to do 
when contradictions arise. The implica- 
tion is that the NPC would decide which 
SAR-formulated laws contradicted the 
Basic Law and which did not. 

Huang said the sub-group also ag- 
reed that a liaison officer appointed by 
Peking should be sent to the SAR to 
deal with defence and foreign affairs, 
for which Peking is to be responsible. 
This raises the question of whether the 
liaison officer would be part of the SAR 
government and, if so, would that be a 
breach of the Sino-British joint declara- 
tion's stipulation that the SAR govern- 
ment should consist of *local [Hong- 
kong] inhabitants." 
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n the stationing of People's Libera- 

tion Army troops in Hongkong, the 
sub-group agreed that the troops should 
obey SAR laws. It was agreed that 
troop manoeuvres would be decided 
by Peking's central military affairs 
commission, but the SAR chief execu- 
tive could request troop movements for 
non-defence purposes, such as coping 
with natural disasters or civil disturb- 
ances. 

In addition, sub-group members ag- 
reed that the SAR would elect delegates 
to the NPC, but the election method 
would be different from that on the 
mainland. The delegates would be 
elected. by the SAR and not via 
Guangdong province, as is the system 
now. The sub-group also decided to add 
a section in the Basic Law stating that 
control of the flow of mainlanders into 
the SAR should rest with the central 
government. 

Some Hongkong sub-group mem- 
bers suggested that the SAR should deal 
directly with three top bodies in the cen- 
tral government: the state council, the 
central military affairs commission and 
the NPC. Other departments and pro- 
vinces should not be allowed to inter- 
fere with the SAR, they said. Any gov- 
ernment departments wanting to set up 
offices in the SAR would have to get ap- 
proval from the state council and the 
SAR. 

It was also suggested that the SAR 
chief executive be given the status of a 
vice-premier in recognition of the high 
status of the SAR. 
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Bumis marking time 


Mahathir temporarily suspends the New Economic Policy 


By Suhaini Aznam in Kuala Lumpur 


A sluggish economy has forced the 
Malaysian Government to tem- 
porarily suspend its jealously guarded 
New Economic Policy (NEP) — a two- 
pronged programme to eradicate pov- 
erty ańd to redistribute wealth, with an 
emphasis on improving the economic 
standing of indigenous Malaysians, or 
bumiputra, vis à vis the more commer- 
cially dynamic Chinese. 

In a televised interview with the Aus- 
tralian Broadcasting Corp. (ABC), 
aired on 28 May, Prime Minister Datuk 
Seri Mahathir Mohamad said that the 
NEP “will be held in abeyance, more or 
less, except in the areas where there is 
growth. At the moment there is no 
growth, so we have decided we will not 
go ahead with the kind of restructuring 


Mahathir: NEP in abeyance. j 


we planned for," he said. "We have now 
to concentrate on growth first and then 
restructuring." 

In continuing to try to attract foreign 
investment, Mahathir explained that 
not only are first-time investors allow- 
ed to set up 100% foreign-owned enter- 
prises, especially those geared to an 
export market, but that the govern- 
ment was now considering waiving 
NEP shareholding quotas for enter- 
prises manufacturing for the domestic 
market. 

Falling prices in Malaysia's tradi- 
tional exports — rubber and palm oil — 
the paralysed tin market and an unex- 
pected plunge in oil price have all hurt 
Malaysia. The country, basically a pro- 
ducer of primary commodities, has ven- 
tured into manufacturing with some 
success but this sector has not soared. 
Original projections for a 5.6% growth 
rate in the coming fiscal year have been 






adjusted down to between 1.6% and . 
2% , Mahathir said. 

The temporary suspension of the 
NEP could have serious political impli- 
cations, despite the move's justification 
on economic grounds. The NEP — in- 
troduced in 1970 after anti-Chinese race 
riots in 1969 highlighted perceived ra- 
cial inequities and dissatisfaction among 
Malays — has become a rallying point 
for bumiputra nationalism. Non- - 
bumiputras, including Indians as well as 
Chinese, have generally viewed the 
NEP as an impediment to free economic 
activity; The NEP seeks to raise 
bumiputra ownership and participation 
in domestic enterprises to 30%, limiting 
non-bumiputra Malaysian activity to 
40% and foreign involvement to 30%. 

Approaching the 1990 target date, 
the programme is now in the final quar- — 
ter of its 20-year lifespan. For the past — 
year, there has been talk of extending 
the NEP or continuing it under some 
other name — National Economic Po- 
licy has been suggested — with adjusted 
equity ratios. n 

Significantly, Mahathir's statement 
has not been circulated in the local Eng- 
lish- or Malay-language press but has | 
appeared in at least one local Chinese | 
newspaper. In the absence of the relev- 
ant information, even deputy Finance | 
Minister Datuk Sabaruddin Chik de- | 
clined to discuss the subject. | 

The relaxation of the NEP is a | 
“realistic and courageous recognition of | 
the [country's] grim economic situa- E 
tion,” said economist Paul Chan, a lec- |. 
turer at the University of Malaya andan | 
adviser to the government and Chinese | 
Chamber of Commerce. “There cannot | | 
be redistribution [of wealth] if there is | ' 
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no growth.” 
Chan said that if the correct signals | 
are sent out to foreign investors and if |. 
the new foreign-investment policy is | 
consistent in its implementation, he ex- | 
pects an improvement in the investment | 
climate. “Market forces must be al- | 
lowed to operate,” he said, adding: | 
"The NEP has crowded out market | 
forces." | ‘A 
Chan argued that a suspension of the | 
NEP could: ^: E 
» Stop capital flight. | 
» Encourage reinvestment. i 
» Attract new investments. ! 
» Draw new capital from abroad. Tas 
A suspension of the NEP should not | 
be interpreted as an attempt to deny or | 
deprive bumiputras, Chan cautioned. 
While conceding that there might be - 
some “short-term political flak,” Chan | 
argued that the stimulus to Malaysian | 
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investors was quite necessary. Foreign- 
ers, he felt, would be wary of investing 
in a country where the locals themselves 
seemed reluctant to place their money. 

Not everyone shares his views. 
Malay Chamber of Commerce secret- 
ary-general Lajman  Sirat stressed 
that the slowdown of capital flow 
into Malaysia had “nothing to do with 
the NEP.” The drop in capital inflow 
was the direct result of a correspond- 
ing slowdown in the American, Japan- 
ese and European economies, Chan 
said. 

But without details of what areas the 
NEP suspension would affect, Lajman 
was uncertain as to how Malay business- 
men would react to the news. “The 
bumiputra business community would 
like to know exactly what is being im- 

lied by this [Mahathir’s] statement,” 
e said. 

There have been hints that the gov- 
ernment might ease off on the NEP, 
though Mahathir’s statement to the 
ABC was his first public disclosure of 
the move. 


n tabling the Fifth Malaysia Plan in 

March, Mahathir had warned that “the 
government has not harboured illusions 
that the NEP objectives can be achieved 
without rapid growth . . . Under stag- 
nant economic conditions, the achieve- 
ments of the NEP objectives can only be 
realised by redistributing the wealth 
held by non-bumiputras and foreign na- 
tionals,” he conceded. “This measure 
will result in a sense of deprivation and 
insecurity among a segment of the Ma- 
laysian society. Such a feeling might 
also jeopardise the goal of national 
unity.” 

The NEP has facilitated bumiputra 
entrepreneurship and thereby achieved 
some measure of success in wealth re- 
distribution. Bumiputra equity owner- 
ship rose from 13% in 1980 to 18% in 
1985. The corresponding © interest 
among non-bumiputra Malaysians rose 
from 45% to 57% in the same period. 

Some economists worry that a sus- 
pension of the NEP, after having made 
headway, would result in a reversal to 
the 1960s pre-NEP situation. “Many 
people — non-bumiputras and foreign- 
ers — are fed up with the NEP,” ob- 
served Jomo Sundram, a lecturer at the 
University of Malaya’s economics facul- 
ty. Given the events of the intervening 
years, this move “would heighten the 
political, economic tensions of 1969.” 

Another potential danger also 
looms. Protecting bumiputra interests is 
the raison d’etre of the United Malays 
National Organisation (Umno), the 
dominant party in the ruling National 
Front. “With the economic stakes so 
politicised and so great, any threat to 
the National Front and, more specifi- 
cally, Umno’s continued control over 
the country, could result in civil war,” 
Jomo warned. “Here, this would be 
most easily defined in ethnic terms.” D 
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A hesitant handshake 


Moscow and Tokyo restart a dialogue 


By Richard Nations in Moscow 


i: a measured appraisal of Japan’s 
growing international prominence, 
Soviet leader Mikhail Gorbachov pro- 
posed to visiting Japanese Foreign 
Minister Shintaro Abe a plan that would 
permit Japanese to visit family graves 
on the four Soviet-occupied islands off 
Hokkaido. This would resolve one of 
the emotive issues separating the two 
countries. 

It is a small concession, but dip- 
lomats judge it enough to sustain the 
momentum in the political dialogue, 
which Tokyo has only recently resumed 
with Moscow having held it in limbo for 
eight years. At the same time, the 
Kremlin’s leaders made it clear that 
Japan’s policies across the board from 


Abe: momentum sustained. 


arms control to economic cooperation 
must take Soviet interests more fully 
into account before any fundamental 
improvement in their still tense rela- 
tions can be expected. 

No headway was made on the con- 
tentious territorial dispute over the four 
islands, which Moscow has held since 
the end of World War II. But Soviet 
Foreign Minister Eduard Shevardnadze 
once again proved far more flexible 
than his predecessors in reiterating 
Moscow’s long-standing refusal to ac- 
knowledge formally that the territorial 
question even exists. And this allowed 
Japan to maintain that the issue had 
been returned to the negotiating table, 
putting the 20-year-old peace-treaty 
talks between Moscow and Tokyo back 
on track. 

But if Japan has moved to ease the 
deadlock on the territorial issue, Mos- 
cow too maintains that it has shown a 
new flexibility, by its willingness to im- 





prove relations with Japan, despite the 
intensification of Tokyo's military ties 
with Washington. 

*We have adapted a principled poli- 
tical decision to use every opportunity 
for the development and improvement 
of relations with Japan in all direc- 
tions," Gorbachov is quoted by the 
Soviet newsagency Tass as having told 
Abe, “regardless of its ties with other 
countries." 

Abe did not disclose details of the 
Soviet proposals to permit grave-site 
visits. But Japanese officials say they 
are consistent with Tokyo's claim to 
sovereignty over the islands and only re- 
quire negotiations on technicalities fol- 
lowing consultations with the Justice 
Ministry in Tokyo. The Soviets imposed 
strictures on grave-site visits in 1978 to 
retaliate against Tokyo's signing of what 
was described as an anti-Soviet 
friendship treaty with China. 

Abe also signed a cultural agreement 
with his Soviet hosts, permitting Japan 
to open a cultural section in a building 
separate from Japan's embassy com- 
pound in central Moscow. Gorbachov 
said: *I would very much like to come to 
Japan," when Abe reiterated Tokyo's 
invitation to the Soviet leader, but no 
dates were discussed. 

Arms-control issues cast a shadow 
over the visit as the Soviet leadership 
vented its frustration at recent signs that 
Tokyo is seriously considering formal 
participation in the US-sponsored 
Strategic Defence Initiative — the so- 
called Star Wars — despite the more 
conciliatory Gorbachov approach to 
Japan, which stressed arms-control ini- 
tiatives. 

Japanese sources said Gorbachov 
told Abe that Japan's decision to throw 
its potential behind Star Wars can only 
have far-reaching consequences for the 
development of Japan-Soviet relations. 
The Tass commentary on 30 May was 
sketched in even darker tones. In the 
tough language that Japanese diplomats 
associate with the Gromyko era, the 
commentary ridiculed Abe's insistence 
on a “global solution" to intermediate 
range nuclear forces as a mere echo of 
US and Nato positions. 

Moreover, by declaring that Tokyo 
ignored *nuclear weapons targeted on 
the USSR from the territory of Japan 
and its littoral waters," Tass renewed an 
earlier charge that, the sources said, was 
raised by Moscow to justify its policy 
in the early 1980s of nuclear intimida- 
tion in hopes of pressuring Japan into 
abandoning its policy of up-grading de- 
fence ties with Washington. Oo 
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Because we know more, we have more to share. 


Cogema is the only company mastering all the aspects of 
the nuclear fuel cycle. To reach that position, Cogema had 
to overcome many difficulties and choose between alternate 
solutions. Industrial deployment of reprocessing, for instance, 
required a large amount of experiments and technological 
developments: All these tests, all these attempts and some 
successes, have built our unique experience. This experience, 
enriched by the CEA’s scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation of our 
mines and facilities. Cogema and its partners are ready 
to share their specific experience with you, if you choose 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 
nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 
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MORE DRIVE POWER MORE LOAD HANDLING MORE GRADEABILITY 

The Toyota Skid Steer Loader's diesel The Toyota Skid Steer Loader is compact. With plenty of power, 4-wheel drive e 
engine delivers power to spare. There's Yet, with an operating load of 520kg, it's deep-lug tires, our Skid Steer Loader « 
power enough to carry a big load —up to capable of bringing out some big loads. handle work in steep, sloping areas. 
520kg. That kind of performance is tough It offers the capacity you need to tackle Which makes its on-site versatility ail 
to beat. high-volume materials quickly and more impressive. 


efficiently. And there's also the 2SDK8 

with a 600kg capacity and the 2SGK6 

and 2SDK6 with a 460kg capacity. s A 
d 








Our numbers 
add up to "MORE" 


Toyota products are known for their high level of overall performance. And the 
new Toyota Skid Steer Loader is a powerful example of what we mean. When you 
compare, you'll discover our Skid Steer Loader gives you more of what you're 
looking for. More power and performance. 
More versatility — with attachments to handle 
virtually any kind of job. And best of all, it's 
backed by Toyota quality and reliability. So 
whether you're in construction, landscaping 
or manufacturing, you owe it to yourself to 
check out the Toyota Skid Steer Loader. 
When you do, we think you'll like the way our 
numbers add up. 


— Toyota Presents the 


"MORE" PO! 
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ORE EFFECTIVE DUMPING 


> Toyota Skid Steer Loader's 47° 
cket-dumping angle makes it easier to 
oad high-viscosity materials — such as 
w or manure. Plus, the bucket is self- 
eling to prevent spills. 





~S 







IT IIS 

7 II IINE 

UU DISSE 

rw IIT 
DII ITILIDLLIDE 

MILL P L 

SJL 

‘asesaia 






ms 


Z2 II ZA .L 


CL. TIK 

Bucket Capacity 

é [2SDk7] id, 
MORE LOAD CAPACITY 


We gave our Skid Steer Loader a big 
bucket so you can handle a wide range 
of materials. Which means you can 
handle a variety of jobs, and get them 
done that much sooner. In addition, our 
2SDK8 offers 0.34 cu. m. bucket capacity 
and our 2SGK6 and 2SDK6 offer a 0.28 
cu. m. capacity. 
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MORE MANEUVERASBILITY 

With a 1,730mm clearance circle (with 
standard bucket), the Toyota Skid Steer 
Loader virtually turns around in its own 
tracks. Which means it can get you 

into — and out of —work areas where it's 
impossible to take a larger rig. 





HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 
MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 


TAIWAN: HO-TAI MOTOR CO.,LTD. TEL: 5612121 
THAILAND: TOYODA (THAILAND) CO. TEL: 245-3405~9 
And distributors around the world. 
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Challenge 
inthe Pacific. 


Ihe Pacific: an incredibly 
buoyant market. 






From aluminum in Sydney 711 * ¢ 
to electronic wizardry in Tokyo, m "s | | 
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there's a billion opportunities. 
Banque Indosuez is in 

22 countries throughout Asia 

and the Pacific and we've been 
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there along time. In some cases 






for over a century. 
From Karachi to Los Angeles, 
from Wellington to Seoul, 








Banque Indosuez can help you 
contront the challenge in the 
Pacific. 

Banque Indosuez, present 
in 65 countries, opens up a 
whole world of opportunities. 
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TOKYO: electronic wizardry 


lumin Head office : 96, boulevard Haussmann, 75008 Paris. 
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The ‘terrorist scourge’ 


puts up the ante 


By V. G. Kulkarni in Colombo 


ear stalks the streets of Colombo as 

there is no certainty where the next 
bomb might go off. On 31 May, an ex- 
plosion on a crowded passenger train 
killed 12 people and wounded more than 
50, barely 40 km from the capital. Had 
the train not been 25 minutes late, the 
bomb could have gone off at the capi- 
tals railway station, officials said. A 
Tamil separatist group, Eelam Revolu- 
tionary Organisation, claimed responsi- 
bility for the train disaster. 

A day earlier a truck coming from 
the Tamil-dominated Jaffna peninsula 
burst into flames at a fruit-processing 
factory in Colombo and police stopped 
all road traffic from the northern pro- 
vince. Soon afterwards, 14 soldiers were 
killed and 15 injured when their vehicle 
hit a land mine near the main port in the 
eastern Trincomalee district. 

A. beleaguered President Junius 
Jayewardene called on the citizens to 
protect themselves against what he call- 
ed the “scourge of terrorists," brushing 
aside the underlying political nature of 
the conflict which has wracked the 
country in recent years. The authorities 
also began arming the home guards — 
all of them Sinhalese youth — in the 
eastern region to defend themselves 
against future attacks by Tamils. 

Even as the spiral of violence be- 
tween the security forces and the rebels 
escalates, the Sri Lankan Parliament 
meets every month to debate the state 
of emergency in the country. Sinhalese 
MPs from the ruling benches and the 
truncated opposition vie with one 
another in denouncing the armed con- 
flict and routinely renew the emergency 
for yet another month. A lone com- 
munist MP used to consistently oppose 
the emergency and call for a political 
solution, but his voice of moderation 
was stilled after he died last month. 

The monthly parliamentary bluster 
and the more frequent hawkish state- 
ments by Colombo's ministers receive 
rejoinders from political leaders of the 
southern Indian Tamil Nadu state which 
shelters 125,000 Sri Lankan Tamil ref- 
ugees and a few thousand armed rebels 
who have sought sanctuary there. 
Pushed by Tamil Nadu politicians, the 
Indian Parliament gets into the debating 
act occasionally and is in turn rebuffed 
by Sri Lankan ministers. 

The cacophony of charges and coun- 
tercharges intensifies the battle on the 
propad as security forces and Tamil re- 

els exchange fire in the north and east 
of Sri Lanka with the inevitable civilian 
casualties, mostly among the Tamils. 









The spiral of violence has deepened the 
historic distrust between the majority 
Sinhalese and the Tamils, hardening the 
positions of the Colombo regime and 
the rebels. 

Sri Lanka has turned into a society 
under siege. The ruling United National 
Party (UNP), despite its overwhemling 
majority in parliament, does not want to 
give ground to the Tamils, fearing an 
erosion in its Sinhalese base of support. 
The opposition Sri Lanka Freedom 
Party (SLFP), with its eyes on the next 
election, is outdoing the UNP as a pro- 
tector of the Sinhalese interests. The 






Jayewardene: beleaguered. 


Buddhist clergy also have traditionally 
been pro-Sinhalese. 

The voices of liberals — intellectu- 
als, church leaders and citizens’ groups 
— have long been swept away on the tide 
of ethnic chauvinism and the draconian 
emergency laws. 





he centrist leadership of the Tamils, 

the Tamil United Liberation Front 
(TULF), has little influence, given the 
growing grip of the rebels over the 
Tamil people. And the rebel youth, 
committed as they are to protracted 
armed struggle, and disappointed with 
the TULF's lack of success with Colom- 
bo in the past, see scant hope of a 
negotiated settlement. 
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How intractable the opposing ethnic 
sides were was evident in an all-party 
conference called by Jayewardene in 
early 1984. The rebels would have no- 
thing to do with it, the SLFP stood on 
the sidelines watching the UNP’s dis- 
comfiture, and the participating groups 
could arrive at no compromise. The 
conference ended in failure as violence 
took over. 

Faced with the failure of the domes- 
tic dialogue and a hard-to-win in- 
surgency, which saw defence spend- 
ing increase manifold putting severe 
strain on the economy, Colombo opted 
for the dual strategy of bolstering the 
security forces while opening up talks 
with the rebel groups. Sri Lanka ob- 
tained hardware and training from Pa- 
kistan, Israel and its Western backers. 

Low-key Indian mediation, which 
had been in progress since late 1983, 
was stepped up. Through New Delhi's 
good offices a ceasefire was arranged in 
June 1985 and the diplomatic tempo 
picked up with the then Indian foreign 
secretary Romesh Bhandari shuttling 
between the two capitals. Colombo, 
which had been fearful of the intentions 
of the late Indian prime minister Indira 
Gandhi, found her son and successor 
Rajiv more agreeable. Bhandari was 
also perceived by Colombo as amenable 
to its interests. 

Bhandari pursuaded the TULF and 
the Tamil rebels — who were brought 
under a joint grouping — to come to the 
negotiating table in Thimphu, Bhutan 
late last year. Bhandari seemed to have 
been overly trusting of Colombo's oral 
assurances and his capacity to influence 
the rebels. In the event, the ceasefire 
broke down and the Thimphu talks 
made little headway. 

Piqued by the rebels’ intransigence 
New Delhi expelled two of its leaders 
last year, but had to reverse its decision 
following an uproar in Tamil Nadu, 
where popular support from the 55 mil- 
lion Tamils in the state for their ethnic 


Sri Lankan brethren runs to a feverish © 


emotional pitch. The episode also 
proved New Delhi’s inability to control 
the rebels, let alone eject them en 
masse from its shores, as demanded re- 
peatedly by Colombo. 

The Bhandari mission failed also be- 
cause Colombo kept up its attacks on 
the rebels and Tamil civilians even as it 
kept reiterating its interest in the talks. 
Bhandari retired at the end of March 
and by then the new policymakers in 
India had come to the conclusion that 
Colombo was less than sincere in its 
negotiating stance. New Delhi is re- 
vamping its policies on its immediate 
neighbours and is unwilling “to be taken 
for a ride” by Colombo, a message con- 
veyed to Sri Lanka last month by the 
new negotiator P. Chidambaram, an In- 
dian minister of state. 

However, Chidambaram brought 
back some new formulations from Sri 
Lanka on the devolution of power to the 
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provinces which stil fall short of what 
India thinks the Tamils could accept. 
Colombo is agreeable to creating pro- 
vincial councils headed by chief minis- 
ters vested with executive powers. But 
the degree of devolution of power to the 
council is still in dispute. 

On land settlement, Colombo has 
accepted the principle that new settlers 
should not upset the ethnic proportions 
of the northern and eastern regions 
claimed by the Tamils as their tradi- 
tional homeland. However, since inde- 
pendence successive Colombo regimes 
have been settling Sinhalese in the east 
with a strategic aim of diluting the Tamil 
claim to that region. 

Law and order is a perennially con- 
troversial issue, with the Tamils com- 
plaining that Sinhaiese police have been 
hostile to them. Under the latest propo- 
sals, Colombo would allow the hiring of 
low-ranking police by the provinces, but 
would like to retain the right to post 
gazetted police officials from the central 
pool. In addition there would a central 
reserve police who would be under the 
president. Indian negotiations with 
National Security Minister Lalith 
Athulathmudali on law and order have 
been less than fruitful. 


Tr Tamils have demanded a merger 
of the northern and the eastern re- 
gions into one province, which is totally 
unacceptable to Colombo which views it 
as a first step towards a separate nation. 

But as these proposals were being 
conveyed in Colombo, the rebels car- 
ried out a daring bombing raid in early 
May and two weeks later Colombo un- 
leashed a major military offensive in the 
north and rebels struck back. 

Until last year the rebel cause had 
been gaining sympathy abroad as re- 
ports of army atrocities against Tamil 
civilians mounted. With the recent 
bombings, Colombo has found the op- 
portunity of painting the rebel move- 
ment as “naked terrorism," which could 
invoke strong revulsion in the Western 
capitals. 

Colombo is also trying to inter- 
nationalise the problem. Athulathmud- 
ali has called an independent mediation 
by the Commonwealth. Chidambaram 
rejected the call as totally unacceptable 
saying: “I don't see how the Common- 
wealth or anybody other than India has 
a role to play." So far the West has stood 
on the sidelines letting India handle the 
negotiations. 

Although more than 3,000 people 
have been killed in the conflict in the 
past three years, neither side is willing 
to give up the military option in the 
struggle for power. Jayewardene 
warned recently that if the West did not 
come to his aid, “my country will be di- 
vided like Cyprus." Rebel leaders told 
the REVIEW that the Tamil areas “could 
become the Lebanon or Ulster of Sri 
Lanka." The adversaries appear bent 
on fulfilling their prophesies. u 








Tamil separatists also E 


tO 


fight among themselves 


espite their successful guerilla war- 

fare in Sri Lanka and propaganda 
campaign abroad, Tamil militants are 
caught in a web of internecine strife. In 
the weeks before the spectacular rebel 
bombings in Colombo in early May, 
militants in the Jaffna peninsula were 
killing each other on an unprecedented 
scale. 

In the first week of May, the Libera- 
tion Tigers of Tamil Eelam (LTTE) al- 
most decimated the strongholds of its 
major rival, the Tamil Eelam Libera- 
tion Organisation (TELO), upsetting 
the balance of power among the leading 
militant groups. Whether the clashes 
will set back the cause of the rebels who, 
in their disparate ways, have all been 
fighting for eelam — a separate Tamil 
nation — remains uncertain. But the 
polarisation between the Sinhalese- 
dominated government and the minor- 
ity Tamils is so wide that it is unlikely 
the authorities will benefit directly from 
the split in the rebel ranks. 

The rebel movement, which began in 
the early dp has never been a 

ut has grown into-more than 

identifiable groups with scant 

mutual coordination. By the early 

1980s, six of these emerged as the major 

ones, with LTTE and TELO being the 
two largest. 

Given their youthful composition — 
most of the rebels are in their 20s — 
competition for leadership within the 
groups has been intense. Intergroup 
rivalries thrived as each tried to consoli- 
date its hold in a particular area of the 
Northern Province. 

After considerable lobbying by the 
Indian Government to begin negotia- 
tions with Colombo, LTTE and TELO 
agreed to join hands last year with two 
other groups: the Eelam People's Rev- 
olutionary Liberation Front (EPRLF) 
and the Eelam Revolutionary Organisa- 
tion (EROS). However the umbrella 
body, the Eelam National Liberation 
Front, which took part in the as-yet un- 
successful Indian-sponsored negotia- 
tions with Colombo, merely papered 
over the differences. 

In early March, TELO chief Sri 
Sabaratnam went to Jaffna from Mad- 
ras to sort out factional squabbles 
among his assistants in the field. Instead 
of making up, Sabaratnam's loyalists 
and opponents fought it out, killing six 
of TELO's top leaders. A weakened 
TELO became an obvious target for the 
more disciplined and ruthless LTTE, 
and events in April provided LTTE with 
a convenient opportunity to strike at 
their rival group. 

On 25 April the Sri Lankan navy 
sank a LTTE boat, killing one of its 
high-ranking cadres, in whose memory 





a citywide strike was organised in Jaffna 
the next day. On 24 April the navy hac 
sunk a TELO boat, killing 10 rebels. 
Irked by Jaffna residents' support for 
LTTE, TELO called for another busi- 
ness shutdown in the city which, in the 
event, was less than complete. 

Scuffles broke out between the sup- 
porters of the two rival groups, andikid- 
napping of each other's cadres report- 
edly occurred. Then; on 6 May, LTTE 
attacked and destroyed 22 separate 
TELO camps in the peninsula. An esti- 
mated 100 TELO rebels were killed, in- 
cluding Sabaratnam. 

Anton Balasingham, LTTE’s spokes- 
man, justified the action to the REVIEW, 
saying: “TELO had indulged in anti-so- 
cial activities, including robbing and 
killing of civilians." The charge was 
promptly refuted by TELO, though given’ 
the escalating violence, no group — 
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rebel or government alike — can claim 
not to have robbed or killed civi- 
lians. 

Although TELO representatives 
claim they will rebuild their organisa- 
tion, independent observers are not so 
sure, as LTTE will likely absorb many 
of the TELO followers who have sur- 
rendered to their rivals. Thus, the 
LTTE seems to have emerged as the 
single largest rebel group, a position it 
could maintain by trying to eliminate 
the hardliners in other rival camps. 
Even officials in Colombo admit that 
the army could now face “a less frag- 
mented, militant and ruthless rebel 
leadership." 

The rivalry between LTTE and 
TELO arose mainly from a contest for 
supremacy in the rebel camp rather than 
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from any great ideological division. 
Sabaratnam had told the Indian press 
late last year: “Our people want eelam 
immediately. They are not concerned 
with Marxism or any other ‘ism.’ It 
[ideology] is only the next step after 
eelam is achieved.” 

V. Prabhakaran, LTTE’s chief, has 
no pronounced Marxist views either. 
His aide, Balasingham, told the 
REVIEW: “We are fighting against 
Sinhalese domination . . . In eelam 
there will be social equality and we can- 
not ignore the fact that the nation will be 
composed: of Hindus, Muslims and 
Christians." Other groups such as 
EPRLF, EROS and, particularly, the 
People's Liberation of Tamil Eelam 
are more leftist in their thinking. But 
even they concede the Marxism of 
eelam would necessarily be tempered 
by a powerful non-communist India at 
its doorstep. 


N one of these groups has any known 
contact with the Soviet Union and 
its proxies, Western diplomats in Co- 
lombo say. Peking, which has close ties 
with Colombo, has little love for the 
rebels, though some of their pamphlets 
make occasional mention of the late 
Chinese Communist Party chairman 
Mao Zedong. Their propaganda organs 
bristle with attacks against “US im- 
perialism and international Zionism.” 
But these forces are seen to be in 
alliance with the Colombo regime, 
rather than being against the Tamil 
cause, which Tamil expatriates have 
lobbied for among centrist Western po- 
litical parties. 

Although the rebel organs offer viru- 
lent vocal support to self-professed left- 
ist groups as far apart as the Philippines, 
Nicaragua and the Middle East, there 
seems to be little contact with those 
groups on ideology, armed tactics or 
material help. The Palestine Liberation 
Organisation inspires most of the Tamil 
rebels, with the Tamils emphasising that 
the Palestinians are fighting Israel for 
national self-determination just as the 
Tamils are striving for their own home- 
land. 

The Tamil rebels have no clear idea 
of their place in the world communist 
movement, which since the Sino-Soviet 
split of the early 1960s has remained di- 
vided and directionless. Nor can the re- 
bels convincingly explain the role of 
their movement in the historical context 
of Sri Lankan society. 

Within the country there is some evi- 
dence of links between the extreme left- 
ists among the Tamils and their counter- 
parts among the southern Sinhalese. 
But the fringe Left commands little ap- 
peal and support either among the 
sinhalese or the Tamils. The Tamil re- 
bels as well as Sinhalese leftists of vary- 
ing shades seem to think that the ethnic 
problem is the fundamental contradic- 
tion in Sri Lankan society. 

— V. G. Kulkarni 


NOMIC REVIEW œ 12 JUNE 196 


Ta à MAS cam 9 o à uo 








eCSUES — 3 b^ 


E ET Tg SS YS OAK 
— oo ee 


The military modernises 
to meet rebel threat 


W ith their penchant for exaggerated 
rhetoric, Sinhalese politicians 
commonly refer to the violent ethnic 
conflict raging in the country as a “con- 
tinuing battle that has gone on for over 
2,500 years of our history” — a refer- 
ence to the historic rivalry between 
Sinhalese-Buddhist kings and Tamil- 
Hindu rulers. 

Until recently, the Sri Lankan army 
was largely a ceremonial outfit. West- 
ern colonial regimes since the early 17th 
century governed the island with a small 
police force, backed by a soldiery equip- 
ped with antiquated small arms. Even 
during World War II, the British did not 
require the Ceylonese army for any 
major operations. 

Thus the army found itself ill-pre- 
pared to face a leftist revolt organised in 
1971 by Marxist Sinhalese youth in the 
south. The army was able to put down 





the Sinhalese rebels, who lacked 
weapons and a military organisation, 
only because security assistance poured 
in from many friendly countries. 

But following the rise of Tamil in- 
surgency since the late 1970s, the armed 
forces have had to expand and modern- 
ise in short order. Since the early 1980s 
the size of the security forces, including 
auxiliaries and reservists, has more than 
doubled, and the authorities have em- 
barked on a feverish arms-buying spree. 
Trained in the conventional set-piece 
action set out in old British military 
manuals, the army has had to learn new 
tactics to cope with the guerilla war 
waged by Tamil separatists. 

The rebels — à motley collection of 
many rival factions, each professing a 
different variety of Marxism and most 
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operating from sanctuaries in the south- 
ern Indian state of Tamil Nadu — are 
equipped with assorted rifles, machine 
guns, rocket-propelled ^ grenades 
(RPGs), light mortars and land mines. 
The strength of the armed militants is 
estimated to vary from 5-7,000. 

Arrayed against the insurgents are 
the government's security forces, total- 
ling about 38,000, including a 4,000- 
strong Special Task Force (STF) and ac- 
tive reservists. In addition, the coun- 
trys police number another 21,100, 
with an extra 7,200 to be added by the 
end of the year. The role of the police 
against the Tamil rebels is largely li- 
mited to the Eastern Province. 

Until the early 1980s, the army's 
weaponry consisted mainly of obsolete 
light tanks, armoured personnel car- 
riers (APCs), light field artillery and 
anti-tank guns. The 4,000-man navy, 
whose role revolved around 
coastal defence and recon- 
noitring the Palk Strait 
separating Sri Lanka from 
southern India, was equip- 
ped with small coastal-pat- 
rol and attack vessels. The 
mainstay of the air force was 
a squadron each of light 
transport aircraft and 
helicopters. 

Since 1984, however, as 
the level of insurgency con- 
tinued to escalate, the gov- 
ernment stepped up its arms 
purchases from abroad, with 
Israel, South Africa, Bel- 
gium and Singapore emerg- 
ing as the main suppliers. In 
the past couple of years, the 
army acquired at least 150 
APCs from Israel, Britain 
and South Africa, while re- 
ceiving from Pakistan un- 
specified numbers of 106- 
mm recoilless rifles, RPGs 
and 25-pounder field artillery. At least 
15,000 small arms were bought from Bel- 
gium, Singapore, Pakistan and China. 


Meanwhile, the air force added at 
least 16 Bell 212 and 412 helicop- 
ters — modified as gunships and sup- 
plied through Singapore. Italy has sold 
six Siai Marchetti light trainer aircraft, 
which have been used for aerial surveil- 
lance and rocket attacks against ground 
targets; six more are reported to be in 
the supply pipeline. Other aircraft on 
order are 10 light transports, with a seat- 
ing capacity of 18, from China — with 
the first of these delivered recently. 
Since 1984 the navy has obtained six 
Dodra-class patrol boats from Israel, 
nine Cougar-class patrol boats from Bri- 


tain, and two landing crafts and two fast 
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troop carriers with a capacity of 150-200 
men from Singapore. — 

Buying arms is easier than training 
troops and evolving an effective 
counter-insurgency strategy and, in rec- 
ognition of this, Colombo has sought 
help from Israel. Colombo has no dip- 
lomatic relations with Tel Aviv, but in 
mid-1984 it allowed Israel to establish 
an "interests section" in the US Em- 
bassy in Colombo in return for its mili- 
tary assistance. The scope of direct Is- 
raeli involvement in counter-insurgency 
operations remains unclear, but dip- 
lomatic sources think at least a dozen or 
more intelligence experts could be in Sri 
Lanka at any one time to advise on the 
army's search-and-destroy operations 
in the north and east. 

Colombo is known to have sent a few 
pilots and about 1,500 troops from the 
STF commando force, auxiliaries and 
the army to Pakistan for training. The 
STF, which is overseen by President 
Jayewardene's son and security adviser, 
Ravi, operates mainly in the sparsely 
populated east where forces have more 
manoeuvrability than in the crowded 
and hostile Jaffna peninsula. 


Civil war hurts 
economy 


Ar: long-term danger posed by 
the ethnic insurgency in Sri Lanka 
is possible ruination of the national 
economy. The guerilla war being waged 
by Tamil separatist groups has taken 
about a quarter of the country out of the 
economy’s productive mainstream. As 
reports of sabotage by the rebels and 
killings of civilians by the armed forces 
mount, investor confidence — both 
domestic and foreign — has begun erod- 
ing. 

Bien as President Jayewardene and 
National Security Minister  Athu- 
lathmudali take a tough military line 
against the rebels, with the inevita- 
ble spiralling of the defence budget, 
alarm bells have been ringing in govern- 
ment circles on the adverse impact on 
the economy. Finance and Planning 
Minister Ronnie de Mel recently held 
out a bleak prospect, stating that even if 
the separatist conflict ended im- 
mediately it would take at least 10 years 
for the economy to recover. 

Coming on the heels of a 5% rise in 
real gross domestic product last year, 
de Mel’s warning might sound unduly 
alarmist. As the government’s purse 
keeper and the top official responsi- 
ble for husbanding economic resources, 
some might fault him for being a bit con- 
servative. But after returning from a 
European tour of donor countries in 
mid-May, he warned that there was not 
a silver lining among the clouds looming 
on the economic horizon. 
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There is a delicate ethnic balance 
among Hindus, Muslims and Buddhists 
in the east, which the authorities are try- 
ing to change by settling more Sinhalese 
in the region. With its experience in 
settling occupied territories, Israel 
could be giving crucial advice in protect- 
ing Sinhalese settlements and warding 
off Tamil attacks in the east. 

However, a more unsavoury exter- 
nal connection comes from Western 
mercenaries engaged by the air force. 
The mercenaries are on contract from a 
company with an unusual name — 
Keeni Meeni Services — based in the 
British Channel Islands. Most of them 
are specially trained counter-insurgency 
experts and pilots who formerly worked 
for Britain's elite Special Air Service. 
They include Britons, Rhodesians and 
South Africans. Some diplomats claim 
to have spotted a few freelance mer- 
cenaries of Thai and Singaporean origin 
as well. 

Welcome as foreign help may be, the 
bulk of the fighting has to be done by the 
Sri Lankan forces, which are almost en- 
tirely ethnic Sinhalese. Because of the 
ethnic polarisation, the army's intelli- 





Of immediate concern to de Mel is 
the ballooning budget deficit, which by 
May shot up to 8% of GDP from the 
3.5% estimated at the annual budget 
proposal last November. The major 
drain on the exchequer has been de- 
fence spending — mainly for the pur- 
chase of arms from abroad — which cur- 
rently takes up 10% of total public ex- 
penditure, or about 20% of domestic 
budgetary resources. 

Last November, de Mel had. allo- 
cated Rs 6.5 billion (US$231.3 million) 
for defence for calender 1986. But be- 
cause of the escalation in fighting since 
then and the dramatic bombing attacks 
by rebels at Colombo airport and the 
central telegraph office in early May, 
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gence appartus is considered woefully 
inadequate. The average Sri Lankar 
soldier comes from southern Sinhalese 
peasant stock, does not know the Tami! 
language and distrusts minorities. 

Discipline also leaves a lot to be de- 
sired. High-handedness, born out of in- 
discipline, has manifest itself even away 
from the scene of battle. In April, a 
group of drunken soldiers ran amok in 
Colombo.. — in Prime Minister 
Ranasinghe Premadasa's constituency 
— and killed several people. Police cor- 
doned off the area and imposed an “‘in- 
formal curfew." Although the au- 
thorities called it an isolated incident 
growing out of a scuffle over a woman, 
the soldiers were Sinhalese and the vic- 
tims were Muslim civilians. 


Sem 300 soldiers have been retired 
for their part in atrocities against civi- 
lians in recent years, according to Na- 
tional Security Minister Athulathmud- 
ali. As no details of court martials and 
punishments awarded are published, 
even Sinhalese think. the government 
has more to hide. 

There are bound to be cases of at- 


parliament made a 
supplementary provision 
with hardly any debate, 
bringing defence spending 
to Rs IO billion by mid-year. 
Given the governments po- 
licy to pursue the rebels re- 
lentlessly, treasury officials 
are apprehensive that extra 
funding for arms purchases 
in the coming months could 
become inevitable. 
Spending for arms is a 
special drain on foreign-ex- 
change reserves, which are 
now equivalent to ¿about 
three months of exports as 
against six months at the be- 
ginning of 1985. The coun- 
try's debt-service ratio has 
gone up from 19?6,at the 
end of last year to the cur- 
rent 25%, ringing alarm 
bells in international bank- 
ing circles. A ya 
Although many other Third World 
countries have much higher debt-ser- 
vice ratios than Sri Lanka, Colombo's 
prospects for bigger export earnings is 
limited. Sri Lankan exports dropped by 
8.8% in value terms during 1985, while 
imports went up by 5%, increasing the 
trade deficit by 55% compared. with a 
year earlier. The trade gap has been de- 
teriorating each month this year. 


t- 


(ooo exports, which are the 
backbone of the Sri Lankan econ- 
omy, have been hit particularly hard. 
Current tea prices are lessthan half what 
they were in early 1985 and coconut 
prices have plunged by 75% in a year. 
The price of rubber, has remainedstatic. 
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rocities in a long drawn out conflict, but 
the tactics used by an army surrounded 
by a hostile civilian population can lead 
to otherwise avoidable violence. With 
the guerillas moving easily among a 
sympathetic public, the army’s task is 
difficult. : ; 

To protect itself from attacks by an 
unseen enemy and flush out rebels from 
among the innocent, government sol- 
diers have had to use extra force, includ- 
ing aerial rocketing, bombing and straf- 
ing of populated areas — all of which 
cause civilian casualties. Cases of collec- 
tive punishment of whole neighbour- 
hoods occur, but these are treated by 
the army as its response to hostile 
guerilla attacks. = ` 

A typical cordon-off-and-search op- 
eration in an isolated village brings civi- 
lian life to a standstill for at least a day. 
The army first segregates the people 
into ‘three groups: women and babies; 
old men, and youths above 10. Women 
and old people are grilled for informa- 
tion about rebels, while the youths are 
carted off to army camps. 

Under the emergency laws, any one 
the military suspects of having knowl- 


Tourism, which the ruling UNP gov- 
ernment has tried hard to promote, has 
‘also fallen on hard'times as bomb scares 
in the country have discouraged West- 
ern’ tourists from holidaying in Sri 
‘Lanka. By 1982, with tourist arrivals 
passing 407,000, the authorities even 
talked of restricting the intake to not 
‘more than 500,000 affluent visitors. But 
the bubble burst in 1983 in the after- 
math of the July communal clashes in 
which several hundred Tamils were kill- 
ed and thousands made homeless in Co- 
lombo. | 
"^ Even as new hotels were being built, 
in 1985 only 257,000 visitors arrived in 
the country, with tourism receipts 
amounting to US$73 million as against 
the peak of US$147 million in 1982. The 
tebel bombings in Colombo in early 
May this year have set the industry back 
further. Currently about 75% of the 
rooms in Colombo’s_ hotels stand 
empty, despite the industry's offering of 
cut-rate prices of US$25 a night as 
against the published tariff of US$80 
and more. ` 

It is not only tourists who are shying 
away from the country. Foreign invest- 
ors, who had been lured by the open- 
door policies of the UNP government, 
have had second thoughts about the 
prospects of the economy. In 1984, 
foreign investment valued at Rs 379 mil- 
lion was contracted in the free-trade 
zone run by the Greater Colombo Eco- 
nòmi Commission (GCEC); last year 
the amount was down to Rs 135 million. 
Total investment with the GCEC also 
went down from Rs 597 million to Rs 
200 million during the same period, re- 
vealing the added lack of domestic in- 
vestor confidence. 
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Many youths taken away by the army do 
not return home, and their families do 
not know of their whereabouts. Each 
case of even alleged high-handedness by 
the military further alienates the people 
and swells the ranks of the rebels. 
Excessive force has progressively 
brutalised the population, with the gov- 
ernment no closer to winning the peo- 
ple's hearts and minds. Until 1984, the 
army's top brass thought they would be 
able to isolate the guerillas and finish 
them off. But the rebels cannot be total- 
ly eliminated as long as they have 
sancturies in southern India. 
Diplomatic sources said that early 
this year, when the army asked for in- 
creased arms spending, it also told the 
country's political leaders that the 
forces can at best maintain a holding op- 
eration and that the answer lay in a 
negotiated settlement. However, the 
politicians appear bent on escalating the 
military conflict, which they think could 
induce the rebels to arrive at a political 
solution favourable to the government 
and the majority Sinhalese it repre- 
sents. — V. G. Kulkarni 


Outside the GCEC, government ap- 
provals for foreign investment also 
shrank from Rs 522 million in 1984 to Rs 
220 million last year. As de Mel put 
it in an interview in mid-May: "In 


the good old days we used to get 


about 30 or 40 [foreign-investment] pro- 
posals a month; now we get only five or 
eight." 

The prospects of aid from a 16-na- 
tion consortium of donor countries are 
not bright either. While the consortium 
is likely to approve US$500 million in 


late June — down from US$550 million 


last year — donor pressure on Colombo 
to find a political solution to the ethnic 
conflict is growing. De Mel has already 
indicated that the country is in danger of 
losing a Rs 4 billion structural-adjust- 
ment loan from the IMF this year, if 
budgetary adjustment — meaning a re- 


duction on defence spending — is not 


made. 
Short of a dramatic breakthrough in 
negotiations with the rebels, it is un- 


likely that the defence budget can be 


reined in. The alternative will be a dras- 
tic curtailment of development and so- 


cial-welfare outlays, which will have 


serious political repercussions for the 
ruling party. Already inflation is rearing 
its ugly head. Although the government 
claimed that inflation was down to 1.5% 
last year, independent observers doubt 
the accuracy of the official consumer 
price index. 

Moreover, official sources privately 
concede that inflation currrently could 
be about 6% and do not rule out double- 
digit inflation this year. With such eco- 


nomic and social pressures, the govern- 


ment could find it hard to pursue its war 
on the rebels. — V. G. Kulkarni 
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Going the Goan way 


Linguistic strife engulfs the former Portuguese enclave 


By Mohan Ram in New Delhi 


prusessr and politics have begun to 
mingle explosively in Goa, the tiny 
former Portuguese enclave in India for 
45] years until 1961. On 24 May, police 
opened fire on violent agitators in the 
port town of Marmagao and paramili- 
tary forces were flown in to check the 
spread of trouble. 

This ended the illusion that the easy- 
going Goans love their music and wine 
and have little concern for politics. The 
emotive issue is whether Konkani, the 
traditional tongue of most Goans which 
has no constitutional recognition, or 
Marathi spoken in the large neighbour- 
ing state of Maharashtra, should be the 
official language. 

But it epitomises the struggle for 
power between the minority Roman 
Catholics and the Hindu majority, 
which is growing due to an influx from 
elsewhere. In essence it is the problem 
of Goa’s identity in India some 25 
years after the Portuguese were driven 
out through an Indian military opera- 

tion. 


Back in the 17th century, Portuguese 


rulers banned the use of Konkani in offi- 
cial work and Portuguese became the 
sole language of administration. The 
Roman Catholic and Hindu elite learn- 
ed the language of the rulers while the 
Hindus in general continued to speak 
Konkani at home. 

Goan Roman Catholics began pro- 
viding the bulk of Portugal’s colonial 
service. They also went to Indian cities, 
mainly Bombay, and learned English to 
find employment in British India. 


With the 1961 merger with India. 


came a whole train of problems. Goa, 
along with the vest-pocket size Por- 
tuguese enclaves of Daman and Diu, 


surrounded by Gujarat state further 
north, became a federally administered 
territory. Goa proper, an enclave of 
3,700 km2, has about a million people, 
with Hindus accounting for 65% now 
and Christians 31%. 

The Portuguese language had al- 
ready begun to decline and English was 
replacing it. With Indian rule came 
more schools and the great novelty of a 
free press and free elections. Goa's in- 
sularity was ending, judging by the 
growing influx from the hinterland, but 
the Goans' emotional barriers re- 
mained. 

In 1966 a local party called Maha- 
rashtrawadi Gomantak Party (MGP) — 
representing Hindu Goans and, as the 
name suggests, advocating Goa’s 
merger with Maharashtra state — was in 
power. The main opposition party, the 
United Goan Party, represented Christ- 
ian interests and was a fierce defender 
of Goa’s identity. The Congress party, 
which ruled India and most states in- 
cluding Maharashtra, was no force in 
Goa. 

The MGP forced an opinion poll, 
which in effect was a referendum, to as- 
certain Goa’s choice between merger 
with Maharashtra or staying a distinct 
entity, resulting in a decisive rebuff for 
merging. 


M arathi presence and influence. has 
grown steadily despite the defeat of 
the merger move. Hindu children began 
learning Marathi if only because it facili- 
tated their education in Maharashtra 


- and enhanced their employment oppor- 


tunities. But a political polarisation, un- 
related to linguistic arithmetic, began 
between Marathi and Konkani. Even 
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the census figures do not show the truth 
because, for political reasons, many 
Konkani-speaking Hindus put down 
Marathi as their mother tongue. 

The language issue is a corollary to 
the political polarisation between the 
Roman Catholic minority and the 
Hindu majority. Goa had been ruled for 
centuries by Christians but it is impossi- 
ble for any Christian — even members 
of the Congress party now, since it ab- 
sorbed the MGP — to aspire to become 
the chief minister. 

The immediate impulse for the cur- 
rent language agitation came from a 
splinter group called the Goa Congress, 
led by Wildred D'souza, who was a 
minister in the Congress government 
headed by Pratapsing Raoji Rane, who 
continues to be chief minister. Rane is 
in a dilemma because his party com- 
prises both pro-Marathi and pro-Kon- 
kani sections. Straddling the two, he is 
advocating both Konkani and Marathi 
to be “official languages." 

The Goa Congress derives some. non 
Roman Catholic support because even 
Hindu sections fear that acceptance of 
Marathi even as one of the official lan- 
guages would eventually make for 
domination of Goa's administration by 
officials from Maharashtra and the ter- 
ritory's eventual merger with it. Every- 
thing points to a stepped-up power 
struggle in the guise of the Konkani- 
Marathi issue. 

Language is still a divisive issue in. 
India, though in 1956 its states were 
reorganised to try to create unilingual 
states. But it is impossible to draw the 
boundaries perfectly, and about 25% of 
the states' population are linguistic 
minorities. 

A controversy shelved in 1966 has 
just been revived by all the non-com- 
munist parties of the Congress-ruled 
Maharashtra state. It is in no way re- 
lated to the Goa agitation but is over the 
city of Belgaum in Karnataka state, 
which Maharashtra has been claiming 
for itself on the basis of language. Prime 
Minister Rajiv Gandhi finds his own 
partymen in Maharashtra feeding the 
flames of the conflict, resulting in vio- 
lence and riots. 

Almost simultaneously, the chief 
minister of the tiny Himalayan state of 
Sikkim, Nar Bahadur Bhandari has 
served a one-year ultimatum on New 
Delhi over the three demands of his Sik- 
kim Sangram Parishad party. One of 
them is constitutional recognition for 
Nepali — which is spoken by most Sik- 
kimese and for all intents and purposes 
is the state’s official language — as one 
of India’s national languages. The list 
now comprises 15 including Hindi, the 
official language of the Indian union 
and several state governments. 

The timing of the demand is intrigu- 
ing, coming as the Nepali-speaking 
parts of West Bengal contiguous to Sik- 
kim are witnessing violent agitation for 
a Nepali-speaking “Gurkhaland.” B) 
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The ASIAN DEVELOPMENT BANK is an international finance in- 
stitution based in Manila, Philippines and established for the purpose of 


lending funds, promoting investments and providing technical assistance . . 
to developing countries and, generally, for fostering economic growth in. : 


the Asian region. fts membership comprises forty-seven countries, thirty- 
two of which are from the Asian- Pacific region and fifteen from Western 
Europe and North America. 


'5 The Bank offers challenging eoportinitiés to highly qualified and 


experienced professionals for Senior Level and intermediate Level po- 
sitions in the aaa cai epruiond, ot. eae and methods — 


area. 





more than ten years. 


multicultural environment and able to handle organization and systems 
reviews, work process/procedures development and simplification, pre- 
paration/revision of manuals/handbooks, and efficiency/productivity im- 
provement studies; be fluent in written. and spoken English and well skili- 
ed in research, anal is, preparing and.presenting studies/proposals; 
have good practical work exposure in working independently in reviewing 





systems and' procedures including. those in computerization and office - 


automation; have good related experience with an international employ- 
er and preferably be familiar with the Asian-Pacific region. 


Entry level will depend upon. personal qualifications and experi- : 


ence. Attractive salary (in US Dollars) and benefits package, normally 
free of income tax, are offered including relocation with family to Manila. 


. Interested persons should send curriculum vitae immediately to: 


REF.NO.HK57 ^. 
HUMAN RESOURCES DIVISION 
ASIAN DEVELOPMENT BANK 

— .  P.0.BOX789 - 
MANILA, PHILIPPINES 


THE "UNIVERSITY OF ADELAIDE 


` invites ds iróm both womery and men for the following position: 





(Ret: 1183} in be CENT RE FOR ASIAN STUDIES. the Plesio of East Asian 
Studies is the first permanent appointment at this senior level with the Centre for: 
Asian Studies and the Universify invites applications trom distinguished scholars 

| with social science research interests in modern and contemporary china andor 3 
— dapan to fili the post from August 1987, orthereafter. l 


‘The Centre for Asian: Studies was established in 1973 and functions as a 
... department in the Faculty of Arts but is distinctive in that it is administered by.a 
Si committee including members from other departments with interests in Asian 
epo Studies, Currently iL.offers language courses in modern Chinese and modern 

l Japanese, courses in Chinese and Japanese culture and society. and a course 

in Post-war Japanese Political Economy. The Centre aims to promote teaching 

. and research on modern China and Japan. through social: science | and 

humanities subjects, and to encourage students to integrate language Studiés 

with other disciplinary studies. The courses within the Centre aré complemented 

‘a, by Other COUTSES on China, Japan and Asia generally that are offered in other 
| '" departments. 

(1% Thé University seeks tò appoint a person who wifi provide academic geena 

ar in the teaching and research activilies of the Centre, participate in the language 

| — teaching programme and develop teaching and research programmes in his or 

| her own speciality. A nigh proficiency in language and social science studies is 

- required 

Further information concerning the duties of the position may be obtained from 

| Mr A Watson, Chairman of the Centre for Asian Studies. telephone (08) 
,.228 5803. 

T Holders af fluil-time tenured or tenuratie. academic appointments have the 
Ti opportunity to take leave without pay on a half-time basis for a specific period of 
-. up to ten years where this is necessary for the care of children. 


.T is University policy to encourage women fo apply for consideration for 
appointment to tenurable academic appointments. 


“INFORMATION about the general conditions of all appointments may be ` 
«Obtained from the Senior Assistant Registrar (Personnel) at the University 
T" SALARY per annum: A$57.036 
APPLICATIONS IN DUPLICATE, quoting reference number 1183 and giving 
full personal particulars (including whether candidates hold Australian perman- 
cent residency status), details of academic qualifications and names and 
“addresses of three referees should reach the Senior Assistant Registrar 
.. A"tfPersonnel) at the UE of Adelaide, GPO Box 498, Adelaide. South 
tuii ap 5001, Telex UNIVAD AA 89141 not later than 30 September 1986. 


rves the right to make enquiries of any person regarding any 
for misa dia. not to make an appointmentor to MN 







QUAL OP PORTUNITY EMPLOYER. 


Applicants shavid have dien qualifications with relevant ex- ` 
perience of at least.seven years for the Intermediate Level position and 
for the Senior Level position in management ser- 
vices or organization and methods functions; be highly adaptable to a - 


— 


and IPMI, and aims at enhancing the managerial capacity of participants so that they ay 


INTERNATIONAL CENTRE FOR DIARRHOEAL 
DISEASE RESEARCH, BANGLADESH 


VACANCY ANNOUNCEMENT - 


The Centre's Vaccine Trial Project requires the ser- 
vices of a Computer Consultant from July 1, 1986 to 
work for upwards of 11 months with the possibility of 
extension. An applicant should have a Bachelors/Mas- 
ter Degree in Computer Science or related fields and - 
trained on the use of VM/VSE IBM hardware (project 
utilizes IBM system 34 and 4361 main-frame). Must be 
experienced in microcomputer, familiarity with RPG 
and Fortran programming necessary and experience 
with SPSS and SAS software is desirable. 


Interested persons may send their CV (with ne 










































requirement and available date to: 






M. Aminul Huque 
Personnel Manager, International - 
ICDDR, B 

G.P.O. Box 128 

Dhaka-2 | 

Bangladesh 

Telex: 65612 ICDD BJ 
Telephone: 601100. 
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INSEAD 


Fontainebleau, France 
presents 
1. Indonesian Advanced Management Programmes 
25 August-5 September, 1986 in Jakarta 
This programme, held in Jakarta since 1983, will once again be ço- sponsored by KA 


deal effectively with the problems of Indonesian organisations. The topics will inc 
organisational behaviour: operations, marketing, financial management, internationa 
business, business policy and strategy. r 
Additional information can be obtained from 
Professor Siswanto Sudomo 
IPMI 
Ji. Taman Kemang 1, Kebayoran Baru 
Jakarta 12730 | 
(Tel. 793 480) 


2. People and Organisational Structures for Asian Operations 
27-31 October, 1986 in Fontainebleau 

This programme is designed for Asian and European human resource developm: 
managers and is also particularly relevant to executives in charge of expatriate and lo 
personnel, corporate planners, business development managers, regional officers asw 
as operating executives. 

The following questions will be addressed: staffing Asian operations; expatriate’ Versu 
local managers; the leta iade expatriates in Asia; personnel management in various 
Asian contexts; integrating local expertise; developing organisational mechanisms for 
Asian operations, — 
For further information on either or both of these programmes, contact 

- EURO-ASIA CENTRE 

Department A 

INSEAD 
. Boulevard de Constance 

77309 FONTAINEBLEAU, France 


Telex 690389 — ume a 6072 dna 
Tele 
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AFGHANISTAN 


Moscow’s withdrawal ruse 


An Afghan settlement is stalled over timing of a troop pull-out 


By Rodney Tasker in Islamabad 


he seventh round of indirect talks in 

Geneva between Afghanistan and 
Pakistan went quickly to the heart of the 
antagonism between the two countries: 
the presence of 120,000 Soviet troops in 
Afghanistan. But this last diplomatic 
hurdle in the four-year-long talks is 
proving to be a solid brick wall. 

After the talks were adjourned on 23 
May, to be resumed on 30 July, UN 
mediator Diego Cordovez put on a 
brave face to announce that there had 
been "substantial progress" in what he 
described as a crucial stage in the inter- 
mittent talks. Pakistani Foreign Minis- 
ter Yaqub Khan echoed Cordovez' op- 
timism on his return to Islamabad, 
probably more to convey the impression 
that Pakistan was not dragging its heels 
in the negotiations than any true reflec- 
tion of the Moscow-backed regime in 
Kabul. 

Diplomatic sources said the issue of a 
timetable for the withdrawal of Soviet 
forces from the Afghan battleground is 
an impasse that may well redound to the 


. advantage of the Soviets. If the Soviet- 


Afghan side can convince the world that 
it wants the Soviet troops to be pulled 
out, but that the Pakistanis are quibbl- 
ing about the timeframe, the annual UN 
General Assembly vote condemning 
Moscow's military occupation of Af- 
ghanistan might start to waver. And 
that seems to be Moscow's plan. 

A senior Pakistani Foreign Ministry 
official said the Afghans want the 
Soviets to be allowed three to four years 
to pull out their troops, while Pakistan 
saw no reason why this could not be 
done in six months. *We were disap- 
pointed by the attitude of the Afghan 
side," the official told the REVIEW. He 
described Kabul’s timetable as “utterly 
unreasonable and unacceptable," add- 
ing that Islamabad now believes that 
"the Soviet objective is to engage in a 
process of repression and liquidation of 
opposition to the regime they have in- 
stalled in Kabul." 

The two sides have already drafted 
agreements on the issues of reciprocal 
assurances between the two countries of 
non-interference in each other's affairs, 
the return of 3 million Afghan refugees 
now living in Pakistan to their homeland 
and for the US and the Soviet Union to 


act as guarantors of a political settle-: 


ment. These clauses would be compo- 
nents of any eventual agreement pack- 
age. But apart from the timeframe for a 
Soviet withdrawal, the question of a 
simultaneous cut-off of support for the 
mujahideen rebels in Afghanistan is 
proving problematic. Although Pakis- 


34 


tan officially denies it, the Muslim re- 
bels are receiving increasingly sophisti- 
cated weapons and ammunition from 
the US, China, Egypt and other Middle 
East sources. 

The mujahideen themselves are 
likely to be another hurdle in the pro- 
gress towards a settlement between 
Pakistan and Afghanistan. Despite 
Pakistan's attempts to convince them 
that a Geneva agreement would allow 
them to live peacefully in their country, 
the rebels scorn the negotiations as an 
attempt by the Soviets to appear the 
honest broker and to defuse interna- 
tional condemnation while they sys- 
tematically try to mop up the resistance. 
The attitude of Iran, which also has 1 


Afghan refugee children: the return issue. 





million Afghan refugees on its soil, to 
any settlement is another impondera- 
ble, given its insistence that any political 
solution should first be cleared with the 
refugees. 


ven if there is agreement on a time- 

frame for a Soviet withdrawal, the 
Pakistanis are concerned about the 
prospect of continued mujahideen vio- 
lence giving the Soviets a pretext to re- 
main in the country and also to swing 
world opinion in their favour. State- 
ments by Soviet leader Mikhail Gor- 


 bachov and, latterly, by former Soviet 


ambassador to the US Anatoli Dob- 
rayain, suggesting that Moscow is an- 
xious to get its soldiers out of the Af- 
ghan quagmire had boosted hopes for a 
settlement. But the Pakistanis did not 
detect any such sentiments in the latest 
round of Geneva talks. 


Meanwhile, the mujahideen are re- 
ported to have been badly mauled by 
Soviet troops in a recent prolonged of- 
fensive in southeastern Paktia province, 
near the Pakistan border. Diplomatic 
sources said Moscow is now using tough 
Septznaz Special Forces to carry out 
ambushes against the rebels and their 
supply lines and have also thrown in 
KGB border guards into the campaign 
in northern Afghanistan. 

At the same time, pressure is being 
kept on the Pakistanis by cross-border 
shelling and bombing raids, ostensibly 
directed at Afghan mujahideen camps. 
Islamabad has a policy of not retaliat- 
ing, though two Pakistani advanced F16 
fighters shot down what Pakistan has 
said was an Afghan SU22 ground-attack 
aircraft over Pakistani territory on 17 
May. The point has not been missed in 
Islamabad that when dealing with the 
Soviet bear, due caution should be exer- 
cised both on the ground and at the 
negotiating table. 

Afghan warplanes’ have strayed 
across the Pakistani border with in- 
creasing frequency, but nor- 
mally venturing only a few 
kilometres into Pakistani 
airspace. On this last incur- 
sion, four Afghan aircraft 
are reported to have flown 
27 km over Pakistan before 
being intercepted by the 
two Pakistani F16s, recently 
supplied by the US, one of 
which used Sidewinder mis- 
siles to shoot the aircraft 
down. The F16s, according 
to Pakistani officials, were 
on a routine patrol at the 
time. 

The situation on the 
border is such that Is- 
lamabad does not rule out 
the possibility that the Af- 
ghans, or more probably the 
Soviets, might launch a 
more devastating bombing 
raid deep into Pakistan, 
similar to the US raid on 
Libya. Another ominous possibility is 
that Soviet-Afghan troops might now 
resort to hot pursuit of Afghan rebels 
across the border, a situation which 
would force Islamabad seriously to re- 
consider its policy of non-retaliation. 

As a senior Pakistani Foreign Minis- 
try official said: “I think they have cal- 
culated that they can commit air viola- 
tions and drop bombs on our territory 
with impunity, because they know that 
Pakistan does not want to get involved 
inside Afghanistan. If the Afghans level 
their barrels against us, what do we 
do?" That is a central question in Pakis- 
tani thinking at the moment, having en- 
dured some 800 border violations over 
the past two years. But the point had not 
been missed in Islamabad that when 
dealing with the Soviet bear, due cau- 
tion should be exercised on the ground 
and at the negotiating table. oO 
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getting it there i is definitely 
not half the fun. 


That’s why 
alot of people 
who know why they 
need to share informa- 
tion among computers still 
haven’t decided how to do it. 

But now there’s the IBM 
. Smart Office. The Smart Office is a 
comprehensive range of solutions 
designed to help people find and use 
the infónsátion they need. 

Smart Office means never having to 
say “where is it?”, because at the touch 
of a key you have it. All your office 
computers are smoothly linked into 
one seamless information resource. 
You can start by connecting up a de- 
partment, then link departments and 





It's how we put it together that sets us apart. 
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The IBM Smart Office: 


Because there has to be an easier way. 
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later even connect 
branch offices 
in different countries. 
An IBM Smart 
Office is also smart 
enough to save you 
money. It provides an 
economical way to 
share resources like 
disk storage systems, 
modems and high- 
speed 


printers. | 












So if your organi- 
zation could use a 
little more organization, 
contact your IBM repre- 
sentative and find 
out why the IBM 
Smart Office 

is the easier way 
to get your 
information from 
here to there. 
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THATS WHO 


In her heart, in her mind, you have always been first. 


JA DAN AIR LINES 





* Source: International Air Transport Association. 


Step aboard JAL First Class. 
And discover the truth behind 


our promise. 


Enjoy the warmth and 
hospitality that has made us the 
world's number one IATA 
airline" . 

Experience for yourself the 
ultimate comfort of the most 
technologically advanced seat i 


the air. The JAL Sky Recliner. 


On Japan Air Lines, the art of 
giving is not forgotten. We 
know who comes first. 


We always have. 


It's always a pleasure 





Detween the two of us, 
high performance 
does not always involve 


high risk. 


You can enjov an outstanding rate 
of return without the risk associated 
with manv high performance 
investments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 1396 
to 343% better than traditional time 
- deposits. The majority of these 
Funds are exempt from U.S. withhold- 
ing taxes, and are backed by a world 
bank with 200 years of service 
and security. A minimum investment 
of US $25,000 is required. 

‘To learn about Bank of Boston 
products, and to engage the services 
of a personal banker committed to 
a long-term confidential relationship 
with you, please write to: 
International Private Banking, 

P.O. Box 13603, General 


Post Office, Hong Kong. 
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and ensure your copy each week. 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
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SIEMENS 


High tech 
iniignting — 


In cooperation with renowned lighting 
designers, Siemens Lighting developed 
and manufactured the luminaires 

for Hongkong Bank. 


Specular louvers luminaires meet all office 
lighting requirements, including: 


e non-glare illumination 

e reflex-free VDU workstations 
è proper lighting level 

e pleasant working atmosphere 


And, of course, the luminaires conform 


to all energy, assembly, air conditioning, 
and acoustic requirements as well. 


For example: 
indoor lighting for Hongkong Bank 
Headquarters ... from Siemens. 


geo - +» Southeast Asia Office: 
EC Mr. J.D. John 


10th FI., Block C, Watson's Estate, » 
Watson Road, North Point, 
G.P.O. Box 229, Hongkong 
Tx HX 73147. 


Head Office: 

Siemens AG 

Lighting Systems Division 

P.O. Box 1600, D-8525 Traunreut 
Tx 56560 sietrt 


Siemens ... 
your experienced partner 
in lighting 
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Vous laissez tant d'éclat derrière vous. 
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* BUREAUCRACIES naturally feel 
uncomfortable with any eccentrics in 
"their ranks (they're not even sure of 
those with strong personalities), and the 
Hongkong Government is no excep- 
tion. It is extremely difficult for a Mr 
Average to be fired from such a set-up 
(even if his mistakes have cost the public 
many millions of dollars). But those 
who depart from the norm in public or 
private life can find themselves aboard 
the first plane out. One treasures the 
- colourful ones who remain and regrets 
their departure on retirement all the 
more. | 

The upper, still largely expatriate 
ranks of the civil servants are already 
grey enough; most of them are redolent 
of the Churchillian crack about a post- 
war British prime minister: that an 
empty taxi drew up to the House of 
Commons and Clem Attlee got out. The 
scene was made even greyer last week 
with the departure of Sir John (Boom 
Boom') Bremridge who, after a career 
-at Swires, has just finished a five-year 
stint as financial secretary. He is a blunt 
man. When at Swires, a Cathay Pacific 
captain was reputed to have ventured to 
say *Good Morning" to him, to which 
he responded: “I have a bad cold, a rag- 
ing hangover and two boils on my bum. 
It is not à good morning.” 
@ BUT. he could take as good as he 
gave. Some years ago, he disapproved 
of the RÉVIEW's coverage of the Hong- 
kong-London air fare war waged, to the 
temporary benefit of passengers, be- 
tween Swire's Cathay Pacific, British 
Caledonian and British Airways, and at 
a certain party expressed himself forci- 
bly on the subject: "We know the opin- 
ions of **** journalists are worth ****- 





all, but at least they should get their | 
**** facts right." Realising I was on a | 


beating to nothing and being somewhat 
similarly shaped to the rotund and di- 


minutive Bremridge, I simply smiled | 


and said: “I don't know why, John, but I 
have a weakness for short, fat, rude, 
balding little men." He took a step back 
and riposted: "I'm not balding." 
Bremridge was in charge of Hong- 
kong's finances during a difficult period 


and will be best remembered for linking | 


the plummeting Hongkong dollar at 
HK$7.80 to the US dollar, and for 
balancing Hongkong's books. He did 
this partly by imposing high indirect 
taxes on cars, tobacco, booze, air travel, 
harbour crossings and small boats. This 
was in the dangerous Hongkong tradi- 
tion of penalising the upwardly mobile 


"sandwich" middle classes whose crea- 
tion is the city's greatest achievement 
and for whom, year after year, the 
Hongkong Government makes it more 
expensive in teal terms to enjoy the bet- 
ter life they have worked so hard to win. 
Bremrid 


e's usual technique of de- 
m. was to emphasise the 
ness of his estimates and 
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the probable inaccuracy of his projec- 
tions. He did not, like his predecessor, 
Sir Philip Haddon-Cave, claim to be 
right (^l've always tried to be less 
wrong," he said). Nevertheless, he pat- 
ted himself on the back as he said 
farewell: Hongkong's inflation rate is 
low, employment is virtually full, per- 
capita GNP at US$6,800, and the econ- 
omy in good shape — conditions, which 
if they were obtained in Britain, would 
keep the Conservative Party in power 
for the next 1,000 years, he claimed. He 


suggested an epitaph for his years in of- | 


fice in the words offered to him as a bat- 


tered member of a losing rugby team: | 


“Never mind! Well done, Fatso." 

€ COULD it be that Bremridge was 
trying to ensure he got a good press after 
so many years of excoriating and ex- 
pressing contempt for the media? Possi- 
bly. At least he was sensible enough to 
ascribe the media's many failings and 
low standards to lack of training and low 
pay (he had been shocked at the level of 
salaries offered by Hongkong news- 
papers to local graduates). As the sage 
said: "You pay peanuts and you get 
monkeys." 

Unusually (Hongkong  habitually 
avoids such comparisons), Bremridge 
compared the health of the economy 
with the troubles being experienced by 
Singapore, whose government had 
done so well after independence, "but 
then got too cocky by half." He praised 
the measures proposed in the report by 
Acting Minister of Trade and Industry; 
the prime ministers son Lee Hsien 
Loong (REVIEW, 27 Mar.), remarking 
that the remedies suggested could all 
have been inspired by the example of 
Hongkong, the only country which the 
report failed to mention. 
€ I LISTENED fresh from a short trip 
to Singapore where, apart from the 
blocks of unoccupied offices and hotels, 
there are few signs of economic slow- 
down (my own guess, for what it is 
worth, is that the turn-around will not 
be long delayed; the prolonged wage re- 
straints and other measures will help, 
though I feel a cheaper Singapore dollar 
would help more). Hongkong may 
benefit from the flexibilities and free- 
doms of an entrepreneurial society, but 
pays the penalties inherent in such a sys- 
tem (“In Hongkong anything goes," 
Singapore Prime Minister Lee Kuan 
Yew once said). Equally, Singapore 
pays the penalties of being a managed 
society. 

One leaves the noise, life, colour and 
confusion of Hongkong. One quits via 
an inefficient airport (paying one of the 
highest airport taxes in the world), nos- 
trils flaring from the stench of nearby 
polluted .waters. Those ill-advised 
enough to purchase anything at the air- 
port cop ie or change any funds at the 
money-changers will be duly ripped off 


by firms which have to pay such enor- | 
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mous rents plus shares of their profits to a 
| rapacious Bremridge, while HK$120 
 (US$15.40) is extorted from all those de- 

parting, who leave with a very sour tast 

in the mouth. 

e BY contrast, the traveller arriving at 

Singapore is greeted by Changi, which 

must be one of the most efficient and 

best-designed airports in the world. No! 
only are its users not ripped off, local 

families actually drive out to it a 

weekends for a good meal (Hongkong' 

Kai Tak can offer little better than can 

teen farce). | 

` Both communities are building new 
transport facilities. Singapore is benefit 
ing enormously from Hongkong's ex-- 
perience in building an underground: 
railway — and from the ready-made’ 
team of tunnellers and engineers which 
the completion of Hongkong's system 
has made available. And motorwa 
construction is proceeding apace in bot 
cities. But in Singapore the driver 
| maintain lane discipline and don't be 
| have as if competing in a stock car race 
| The lawns and trees are green and ne 
| the pavements clean. Admittedly su 
| ordered felicity is achieved at the cost o 
| stringent fines for careless smokers an 
litterers, but the result is pleasant. 
| @ THE Singapore welcome is also spe 
cial, not least because it is not given s 
easily, like the professional smiles a 
hotels and restaurants. The new arri 
| at a social gathering finds himself bei 
| examined in a rather jaw-jutting, stiff. 
lipped manner, and generally looked u 
and down. And then, once they've de 
| cided he or she is human, the real smil 
| breaks out and the severity is replace 
| by a genuine warmth — plus the charac 
| teristic determination to drink the vis 
| itor under the table. 
| € THE cleanliness of Singapore de 
| mands a great number of controls no 
| least the heavy fines on litterers. Bi 
there are many others; for example, 
1984 Animal and Bird Regulatio 
(Veterinarian Fees) Act which dema 
| that those Singaporeans who keep bi 
| and fish obtain health certificates 
each at a cost of S$8 (US$3.60) each. . 
As. the now-defunct Singapo 
Monitor reported at the time: : 





The documents issued and fees 
charged under the new regulations in- 
clude: birth control certificates for 

| male pigs at $100 each, inspection cer 
tificates for horse droppings at $70 
each and professional charges for ve 
erinarian checkups at $16 per visit. 


| 
| 


Anyone with a tank of multiply 
| guppies could go bankrupt quickly. 
| € BUT they are trying to bring a s$ 

to the faces of the armed forces: 
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How much more time? 


After Aquino's first 100 days there is along way to go 


By Guy Sacerdoti in Manila 


hen Philippine President Corazon 
Aquino took her oath of office on 
25 February, she voluntarily should- 
ered a welter of political and economic 
problems and said to the country: *Give 
us time." | 
The traditional 100-day “honey- 
moon" of the new administration pass- 
ed on 5 June, yet the refrain which 
marked: the multitude of Aquino's 
speeches during the interim remains the 
same. 
How much time the Aquino govern- 
ment still has to produce tangible results 
in institutionalising political, economic 


| and military reforms has become the 


most pressing debate among both local 
and foreign political analysts. The mood 
among these analysts, whether from 
within her own cabinet, among busi- 
nessmen or diplomats is markedly 
mixed. 

Some fear the magnitude of the 
problems is more than the fledgeling 
government can handle. Within a few 
months, these observers believe, the 
same military which proved the catalyst 
for her assumption of power will move 
again, only this time for itself. 

Others say this is impossible unless 
the powerful Roman Catholic Church 
— strongly behind Aquino and pivotal 
in instigating the mass support for the 
February revolt — joins disgruntled 
military reformists, an unlikely pros- 
pect. 

There are those who say the Aquino 
government has yet to organise itself, 
and produce definitive and workable 
policies and will thus rapidly lose the 
populist support which characterised 
her dramatic move to Malacanang 
Palace. Others say her government re- 
mains immensely popular and is learn- 
ing the political ropes successfully — 
even if by trial and error. 

There remains the issue of Marcos 


| himself and the new opposition. Mar- 


cos loyalists, mostly from northern 
Luzon’s Ilocos region and ousted local 
village officials, continue to stage rallies 
and marches, turning the tables on the 
“dictatorial” Aquino government. Al- 
ready three violent clashes between 
pro-Marcos and pro-Aquino demon- 
strators have forced military action to 
disperse them. The most violent was on 
1 June when 10 people were injured as 
tear gas was used to expel thousands of 
pro-Marcos demonstrators from the 
grounds of the former national assem- 
bly building. 

Marcos himself continues to tele- 


| phone his supporters now in the Opposi- 


tion, telling them not to cooperate with 


= 
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Aquino and to destabilise the govern- 
ment. For example, former labour 
minister Blas Ople was urged not to ac- 
cept his appointment as an opposition 
delegate to the Constitutional Commis- 
sion, which began deliberations on re- 
writing the constitution on 2 June. 

Ople rebuffed Marcos, and as a re- 
sult 11 members of Ople’s new Partido 
Nacionalista ng Pilipinas party de- 
fected to the old Nacionalista Party 
(NP), which itself is being revived in the 
wake of the splintering of the Kilu- 
sang Bagong Lipunan party which 
Marcos created during martial law in 
1978. 


Some say the revived NP, led by Re- 





Co m N 
Aquino: above-politics image. 


nato Cayetano, will become a political 
vehicle for Defence Minister Juan 
Ponce Enrile who, with Armed Forces 
of the Philippines chief of staff Gen. 
Fidel Ramos, withdrew support from 
Marcos on 22 February and started the 
military rebellion. Enrile himself denies 
this, despite his friendship with 
Cayetano. Nonetheless, Enrile com- 
ments cautiously on the government's 
performance thus far, saying cryptically 
only that he is *watching." 


till, many observers say the new 

opposition parties are too weak and 
divided to pose any immediate political 
problem for the Aquino administration. 
Enrile, while in disagreement with the 
government over its "soft" approach to- 
wards a ceasefire with the communists, 
and amnesty for returning insurgents, 


supports the majority of reforms under- | 


taken. 
While it is too early yet to gauge re- 
sults, initiatives already taken by the 
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government are good determinants for 
identifying those problems likely to con- 
tinue and those the new administration 
will probably overcome. 

One of the major problems thus far is 
simply the cacophony of voices in gov- 
ernment. The inability to define policies 
is the basis for uncertainty both among 
politicians and businessmen. 

For example, Aquino has stressed 
that all US$26 billion in outstanding 
foreign debt will be honoured. National 
Economic and Development Authority 
Minister Solita Monsod, however, says 
the government will follow “selective 
repudiation" of debts for questionable 
projects (those violating project specifi- 
cations or involving overpricing). 

Aquino has said the controversial re- 
placement of elected local officials with 
central government-appointed “officers- 
in-charge" will cease. Minister of Local 
Government Aquilino Pimentel said 
that even village officials will be re- 
moved if complaints have been lodged 
against them. 

The stated policy of government is to 
allow an unfettered press. Yet a pub- - 
lished picture of Aquino eating break- 
fast led to the temporary banning from 
the palace of a local photographer. 
Aquino herself, though lifting the ban 
after hearing that her information 
minister had imposed it, then criticised 
the local press for being too negative. 

The military has begun its long- 
awaited reform. But its troops are still 
being ambushed by the communist New 
People's Army (NPA) nearly every day, 
despite the promise of negotiations by 
both sides for a ceasfire. 

The government says it wants “re- 
conciliation" with those who supported 
the deposed Marcos, yet the Presiden- 
tial Commission on Good Government 
continues to sequester assets, com- 
panies and shareholdings of almost any- 
one whose businesses were a result of 
Marcos’ largesse. 

There are rumours almost weekly of 
impending military coups, juntas or a 
military-dominated national security 
council, all of which are vehemently de- 
nied by all allegedly involved. News- 
papers write of investor confidence 
waning after the initial euphoria of the 
change in administration. Yet most 
businessmen say they remain in a wait- 
and-see position, at least until a solid 
economic programme is in place. 

Aquino’s closest advisers are the 
butt of criticism as well. Her executive 
secretary, human-rights lawyer Joker 
Arroyo, is too disorganised to handle a 
senior management position, critics say. 
Presidential Spokesman Rene 
Saguisag, another human-rights lawyer, 
is “on leave” while investigating allega- 
tions of corruption involved in the con- 
troversial nuclear power plant, com- 
pleted yet sitting idle on the Bataan 
Peninsula. Handling press relations in 
his stead — a critical position in the 
Philippines — is former New York 






learning the diplomacy required. 
Well-hewn politicians from the ranks 
of Vice-President Salvador Laurel's 
United Nationalist Democratic Organ- 
sation (Unido) say Aquino has sur- 


rounded herself with unofficial advisers | 
à new i 
| "democracy at work." Others call it de- 


from her family and friends — 
cronism, they stress: — 

But while there remains a great 
amount of confusion in government, 
there are many who say Aquino has suc- 
cessfully begun one of the most sweep- 
ing sets of reform ever’ They stress that 
before rebuilding, the excesses of the 
Marcos regime need to be dismantled. 
They point to her release of over 500 po- 


litical prisoners, the plan to “privatise” | 


129 government-controiled corpora- 
tions, the restoration of the writ of 
habeas corpus nationwide, the start of 
the constitutional revamp, the expected 
approval within a few weeks of a five- 
year economic plan, moves towards a 
ceasefire and amnesty programme for 
communist insurgents, and her success 
































in garnering aid commitments of nearly 
USS1 billion in the three months of her 
administration. 


nsiders say the confusion in govern- 
M ment is likely. to resolve itself over the 
next few months. Arroyo is likely to be- 
come the country’s representative to the 
Asian Development Bank. Those men- 
tioned as possible replacements include 
the respected. UN official Rafael Salas, 
who was Marcos’ executive secretary 
for four years until 1969, when he 
resigned because of what he termed ex- 
cessive corruption in government. 
Saguisag plans to continue efforts at re- 
solving the nuclear plant problem, his 
spokesman's office being combined 
with Information Ministry functions 
under a revived office of the presiden- 
tial press secretary. The Information 
Ministry is expected to be abolished. 

: The cabinet itself will remain a con- 
glomeration of political and economic 
ideologies. But a comprehensive econo- 
mic plan for the next five years, outlin- 
ing policy objectives and programmes, 
ds t Pad cabinet approval within the 

th 










Marcos loyalists rally: turning the tables. 
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| at least among the economic ministries. | p" 


. *Politically, the fragile coalition sup- 
pups Aquino is likely to continue to 

e riven with factions, though remain- 
ing supportive as long as Aquino herself 
continues to avoid taking sides and re- 
mains above petty party politics. Aquino 
calls disagreements among her cabinet 


bilitating. 

Unido, already at odds with 
Aquino's supporters from the -Philip- 
oae Democratic Party-Lakas ng Bayan 
(PDP-Laban), headed by Pimentel, 
could eventually present its own party 
slate mv local elections, expected late 
this year or in early 1987. The issue of 
local government officials remains an 
intense one, with Unido complaining 
that Pimentel has stocked local govern- 
ment with PDP-Laban members. 

But while political alliances within 
the government remain fluid on a party 
basis, so far no one has openly criticised 
Aquino politically, and it is expected by 
most observers that she will retain her 




















“above politics” image at least until . 
after the Constitutional Commission 
completes its draft, due on 2 Sep- 
tember. The new government hopes 
constitutional ratification by national 
referendum will create a sense of nor- 
malcy. The first polls due will be for 
local government officials. 

Aquino's first 100 days has thus been 
a decidedly mixed bag. While she has 
begun the process of consolidation, po- 
litical infighting remains intense. While 
she has initiated the process of develop- 
ing a cohesive economic plan, business- 
men are waiting to see it fleshed out. 
And while she continues to push. for 
ceasefire negotiations with the insur- 
gents, both NPA ambushes and AFP 
counter-offensives have increased. 

In her favour is her continued popu- 
larity. Reduced oil prices have allowed 
her to lower fuel, fertiliser and pesticide 
prices, and the inflation rate was:nega- 
tive in April for the first time in years. 
Also. an early start of the rainy season 
should help needed agricultural produc- 
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-CPP’s stand on the new government 
Ms decision to pursue discussions W 


!| six months. A 28 May statement fn 
the National Democratic Front, an u 


1 organisations said an "emissary" h 
-29 May), though no one was named c 


"| no date was set for talks to begin. 


able future. The AFP hierarchy, lec 
-Ramos and Enrile, initiated the a 


land ownership and relocation for th 


After watching Marcos' 
overthrow, NPA will talk 


























































f all political factions in the Philip 
9 pines, the one most stunned by th 
February rebellion which eee Fet 
dinand Marcos was the Communis 
Party of the Philippines (CPP). After 1 
years of haranguing the "US-Marco 
dictatorship" and its “enforcer,” th 
Armed Forces of the Philippine 
(AFP), the CPP had to watch from th 
sidelines when the “revolution” came 
And ironically for the communists, it 
was the armed forces which was th 
catalyst. | j 
After nearly three months of intens 
"self-assessment," the CPP, which d 
rects the 16,500-strong NPA, has admit 
ted its boycott of the February presiden 
tial elections “missed out on importar 
political and military opportunities. 
More significantly, articles in the Ma 
edition of Ang Bayan, the CPP Centr; 


uld lead to a ceasefire. d 
. One of Aquino's campaign promise 
was to. seek a ceasefire with the NP. 


brella organisation for communist fri 


been chosen to begin “top-level” ta 
with the. Aquino government (REVIE 


"The communist issue has been 
major devisive factor within the n 
government during.its first 100 da 
andis likely to remain so for the fori 
e AFP hierarchy, le 








Marcos revolt in part to institute m 
tary reforms needed to combat the con 
munist insurgency. DEN 
Enrile in particular has voiced 
disagreement with Aquino's immedi 
release of political prisoners, many 
whom were alleged communists, `: 
sees the government's pursuit of cea 
fire talks as naive and merely play 
into the hands of CPP propaganda. 
rile and members of the Reform A 
Movement, which spearheaded th 
bellion, are also clearly sceptical of 
political affiliations of some of Aquin 
closest advisers — specifically execu 
secretary Arroyo and  spokesr 
Saguisag, both lawyers who have 
quently defended political prisoners 
The two lawyers have suppor 
Aquino's call for an amnesty for m 
bers of the NPA who lay down tl 
arms and are designing a “rehabilit 
tion" programme, possibly includi 
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| who surrender. While Enrile does not 


argue against the programme, he ex- 
pects similar treatment for soldiers ac- 
cused of past misdeeds. 

The split within the government on 
how to treat the insurgency is precisely 
what is behind the CPP’s decision to 
pursue negotiations. The “coalition” of 
staunch anti-communists and liberals 
has created *a weakened position of the 
state [which] has no precedent," accord- 
ing to the CPP journal. It divides the 
government into two distinct groups, 
one which *can be drawn to support the 
people's demands or can be neutralis- 
ed," and “the conservative block which 
enjoys US support." 

Because of the split and the Aquino 
administration's "provisional status," 
the CPP should *immediately re-estab- 
lish its clear leadership over the political 
struggle," the central committee article 
says, and should take the political offen- 
sive on the question of a ceasefire. At 
the same time, the CPP should 


maximise efforts to campaign for its po- 
sitions during the. Constitutional Com- 
mission hearings. 

In terms of NPA tactics, the CPP is 


| _ | NPA soldier: ‘active defence’ policy. — 


for a policy of “active defence,” mean- 
ing that guerilla strikes. against AFP pa- 
trols or convoys should be fewer in 


| number but designed to keep the AFP 


from taking the offensive. While nearly 
900 people have died as a result of 


_ Clashes since the new government was 


installed, the new CPP tactics mean at- 
tacks will be reduced as long as the AFP 
stops its own “search and destroy” pa- 
trols. The CPP emphasis, at least for the 
next two to three months, will concen- 
trate on political gains and propaganda. 
That too is what Enrile fears — that 


| Aquino may be too susceptible to com- 


promise with the communists. But 
Aquino herself appears to be toughen- 
ing her stand as the probability of cease- 
fire negotiations nears. If the NPA re- 
fuses to renounce violence, Aquino says 
she will continue to fight them. 

— Guy Sacerdoti 
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US looks at Aquino’s start with mixed feelings 


By Nayan Chanda in Washington 


Dir: public expressions of strong 
US support, a sense of unease per- 
sists in Washington about the course 
charted by Aquino. 

The paternal US attitude towards 
the Philippines and open involvement in 
domestic Filipino politics which at one 
stage helped the opposition in facing 
then president Marcos, now risks irritat- 
ing nationalist sentiments. But given the 
debt-ridden government's dependence 
on the US, continued Washington in- 
terest in the Philippines and public com- 
ment on the Aquino government's 
policies is inevitable. So is a certain an- 
noyance in Manila. 

Administration sources concede that 
President Reagan's sense of loyalty to 
Marocs leading to his publicised phone 
call to Marcos in Hawaii and Secretary 
of State George Shultz' sharp reaction 
to Filipino criticism of it clouded the at- 
mosphere. However, they 
say that tension subsided 
during Shultz’ trip to Manila. 
Shultz was very impressed 
with the Aquino officials he 
met. “Aquino has put to- 
gether a cabinet of by and 
large very talented people 
who are very much aware of 
their problems and show a 
refreshing candor in dealing 
with them. They were bright 
people and spoke Reagano- 
mics, something that Shultz 
could readily appreciate,” 
an administration source 
said. President Aquino also 
reportedly impressed Shultz. 
Unlike vice president Sal- 
vador Laurel at his first 
meeting with Shultz in Bali, 
*| she did not ask for US help 
but said that it was a Filipino 
problem and they would have to find a 
solution in the same way they found a 
solution to the Marcos problem. 

Reversing his earlier criticism of 
Philippine aid demands, Shultz told a 
TV interviewer on his return from Man- 
ila that the Aquino government “in- 
herited a real mess from president Mar- 
COS . . . they are trying to correct 
the problems they inherited, but there 
are real problems, and they do need 
help . . . They need more [than the 
US$500 million offered by the US], 
there is no doubt about it." Shultz said 
that the US would try to help the Philip- 
pines piece together assistance from 
tions. | 

While Shultz and other officials have 
praised the pragmatism and “free-en- 
terprise orientation” of Aquino’s eco- 
nomic team, there have been private ex- 
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pressions of unhappiness over some 
other appointments. A senior State De- 
partment official named leftist Labour 
Minister Augusto Sanchez as one 
cabinet member who needs to be 
"reined in" for the sake of improving 
the country's investment climate. 

In an interview with the REVIEW, 
Philippine Ambassador to the US Em- 
manuel Pelaez rejected such criticism. 
"What good is it having a labour minis- 
ter who is not pro-labour?" he asked. 
He pointed out that the average daily 
wage in the Philippines is P56 
(US$2.80) and it is only natural that the 
minister would try to raise it. As a result 
of Aquino's policy of removing restric- 
tions on labour, action, an agreement 
has been made possible by which labour 
has undertaken to limit strikes, he 
added. 

According to some knowledgeable 
analysts there is divergence between the 
State Department and the intelligence 
community over the assessment of the 
Aquino government's performance, 
with the intelligence community the 
more pessimistic. Several administra- 
tion sources confirmed the existence of 
differing assessments, but stressed that 
there was no debate over the direction 
of US policy towards the country which 
remains very supportive, 


Or of the key areas of division of 
opinion is Aquino’s policy of seek- 
ing aceasefire and dialogue with the NPA. 
Some administration officials describe 
her approach in tackling the insurgency 
as “naive,” and a waste of time. There is 
also a feeling in some quarters that the 
issue is complicated by Aquino's at- 
tempt to punish members of the armed 
forces accused of past misdeeds. ? 

However, a State Department offi- 
cial took a rather different line on the 
question. In his testimony before the 
Senate Foreign Relations Committee 
on 3 June, Assistant Secretary of State 
for East Asia and the Pacific, Gaston 
Sigur, acknowledged that “should there 
be a ceasefire followed by a reason- 
able amnesty programme, non-ideolog- 
ical NPA members will probably sur- 
render . . . But the hardcore elements 
will fight on." But he added that this po- 
licy “deserves to be tested.” 

Another official said: “Those who 
call her naive haven’t begun to under- 
stand the problem or understand her.” 
The policy of reconciliation and am- 
nesty was a brilliant political move in 
the context of the elections, he said. Ac- 
cording to this official, Aquino has a 
very realistic idea of how much of the 
NPA could be won over. He said that 
“thanks to her policy, the insurgents 
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likened to an inexorable juggernaut is 
not quite that.” 

Other criticisms levelled at Aquino 
by some in the administration is that 
Manila has yet to draw up an economic 
programme and is asking for money 
without any specific, plans. Some are 
also critical about the government's in- 
ability to move towards necessary ag- 
ricultural reform. But, Sigur said he did 
not share the notion that the Aquino ad- 
ministration has been slow in imple- 
menting economic policies. "The new 
government has now been in power only 
13 weeks and enjoyed. no transition 
period. This is a short time to organise 
and launch new directions of policy of 
far-reaching consequence to the future 
of the country” — ^ 
J Making a jibe at some other adminis- 
tration. official, a State Department 
source’ pointed out that "only a few 

m. any pundits in the admin- 




















"Position as a bunch of losers unable to 
unite. Now many ofthe same people are 
expecting from the government in Man- 
ila what they would not ask of a new ad- 
ministration in the White House three 
months after an election." 

There is also doubt about the 
Aquino government's policy of ferret- 
ing out corruption, graft and perpe- 
trators of human-rights violation. A 
senior administration official told the 
REVIEW: “The politics of revenge is na- 













tural and expected, but there are costs. T 


was struck in Japan how much they have 
shied away from investing as a result of 
the sifting of ashes for pay-offs. The 
Philippines has to go through this but 
the sooner they stop the better — in 
terms of their economy.” | 

^A Administration officials confirmed 
that they have stressed to the Aquino 
government the importance of quickly 
restoring a constitutionally elected gov- 
ernment. Pélaez told the REVIEW that 
the Philippines has asked the US to help 
in computerising the voter list so that a 
fair and honest election can be held and 








Constitutional. Commission but said 
there might have been some pressure 
through the US press. 
.. Whatever the differences of appreci- 
ation among Officials, there is a broad 
. consensus that Aquino has a year to put 
. things together. If by the anniversary of 
the revolution next February she has 
not been able to do that, she will be in 
trouble. Philippine sources here agree, 
but caustically note that "the only thing 
that may still not be in place is American 
aid." Despite the announcement of the 
rapid disbursement of some US$350 
. million of previously authorised aid, for 
'eaucratic reasons the money is yet to 















A side-step march. 


The new chieftries to keep the army out of politics 


By John McBeth in Bangkok 


G en. Chaovalit Yongchaiyut, the 
newly appointed Thai army com- 
mander, is holding off until the annual 
September reshuffle to consolidate his 
position as the head of the 180,000- 
strong force, in one of the several ges- 
tures he has made to lessen the fallout 
from the unprecedented removal of his 
predecessor, Gen. Arthit Kamlang-ek. 
He also plans to improve the system of 
promotion in the army and extricate the 
military from a course that has been 
bringing it into direct involvement in 
politics. 

But with the country gearing up for 
the 27 July general election, there is still 
a good deal of uncertainty in the air. 
Prime Minister Prem Tinsulanond re- 
turned to the capital from the Central 


Plains city of Nakhon Ratchasima on 29 | 
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Chaovalit: bidin 
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ig his time 
May, nearly three days after he had 
flown there under heavy security to 
issue the announcement stripping Ar- 

| thit of his army duties and pushing the 
army's deputy commander Gen. 
Chuthai Sawaengthaveep into an inac- 
tive post (REVIEW, 5 June). 

Troops with machine-guns ringed 
the tarmac as Prem walked from his air- 
craft, a precautionary measure that did 
not invoke a feeling of confidence 
among the people and which served to 
underline continuing concern over his 
personal safety. Well-placed security 
sources said much of that concern was 
caused by a core of battalion command- 
ers whose loyalty to Prem was thought 
to be in question. | 

Thai commentators thought it signi- 
ficant that King Bhumibol Adulyadej 
took the occasion while Prem was in 


O | Nakhon Ratchasima to confer on him | Prachual 


dof a tough, 15,000-man paramilit 


tary observers regard as another impo 


| seeking to under 


they have detected the movements : 





replacement by Arthit loyalists. Pre 


not to stand as candidates for the De 























































the ranks of air chief marshal and admi 
ral. l 
Chaovalit has handled his own pro- 
motion in a masterly manner, making a. 
point of deferring to Arthit, who re- 
mains as supreme commander for his 
final three months in service. The army 
commander has also insisted that he will 
stick to his pledge to retire at 55 to allow 
other officers a chance of promotion. 
He has also said he intends to form a 
special committee to consider the an- 
nual military reshuffle, an event that | 
regarded as a reliable pointer to the va 
ious alignments in the armed forces. 
Despite his humble approach, how 
ever, . the new 54-year-old arm 
helmsman — and through him Prem 
himself — appears to have the firm 
backing of most key army combat divi. 
sion commanders and the majority. 
the. generals rising to senior staff leve 
Among the well-wishers to converge « 
Chaovalit's house in the days followin 
his appointment were 200 Rangers, pa 





force which the new army chief esta 
lished in the late 1970s and which m 


tant element of his base of support. 

. The absence of any official explan: 
tion for Prem's unprecedented action: 
dismissing Arthit continued to fu 
speculation, much of it centring on A 
thit’s alleged behind-the-scenes rok 
| ne Prem's chances 
leadership of a pos 





re-assuming the. 


election government. Investigators s; 


large sums of money and the suspected 
collusion of several big business co 
cerns, including some who are known. 
be in financial trouble. | E 

Another disturbing development 
was a spate of transfer orders affecti 
key regimental commanders and t 


reports say the removal of Ist Cav: 
Regiment (Bangkok) commander 
Prapat Visutphichaiphan and 23rd 
fantry Regiment (Nakhon Ratchasi 
chief Col Raewat Boontap were on 
part of a much wider reshuffle bei 
planned. | i 

The intelligence network had al 
picked up evidence that several arn 
colonels loyal to Arthit were trying. 
apply pressure on prominent politicia 


crat Party — the group that could ho 
the key to Prem's return as a no 













er his candi- 
inner. t 
b's defec- 






lature under the Di mocrat b; 
"Thai analysts say Prachua 


ion is a significant gain and could boost . 


he Democrats’ chances in other parts of 
he northeast where a good showing in 
he larger provinces of Udon. Thani, 
Ubon Ratchathani and Khon Kaen 
would be an important. pointer to the 
ationwide popularity of a party which 
ias relied heavily in past elections on 
he south and Bangkok.. 

- M there has been any harassment 
'ampaign, it may not have been all one- 
ied. The newly formed United Demo- 
atic Party (UDP), made up largely of 

































































Ps who quit established. political 
oups following the collapse of the rul- 
ng coalition on 1 May, also claims its 
members have been subject to threats 
and rumours. Supported by powerful 
business interests, the UDP is one of 
wo parties which are openly opposing 
rem’s return, mentioning  Arthit, 
hart Thai Party leader Pramarn 
direksarn and even former prime 
ninister Kukrit Pramoj as possible suc- 
CeSSOTIS. - | 





sure that the military does not inter- 
re in the election process, which has 
ually been fairly free of vote rigging. 
nlike Arthit and his conservative sup- 
orters, the army chief has shown no 
itward malice towards the Democrats 
ho many observers believe will 
merge as the strongest party. Such pre- 
dictions are perhaps a little optimistic 
given the uncertainties of rural voting. 
But if the Democrats do perform 
ell by taking say 110 seats or more in 
the expanded 347-seat House of Repre- 
ntatives — the strengths of the other 
arties are likely to be much less — the 
tuation could lead yet again to an elec- 
on aftermath full of horse trading. 
Most parties have yet to announce 
ir full list of candidates, making it 
icult to estimate how each one will 
re. Political sources predict that about 
-50% of standing MPs will be re- 
rned, slightly lower than the two- 
irds who won back their seats in 1983, 
it the party picture itself remains fuzzy 
ecause of the large number of par- 
amentarians who have switched allegi- 
nce in the past month and the birth of 
several new groupings. 
' While the Democrats are given every 
ance of increasing their stranglehold 
he southern provinces, the rest of the 
yuntry will literally be open season be- 
se. of the habit of northern and 
eastern voters in particular of cast- 
g their ballots along non-party lines. 
e popularity of one or two defectors, 
r example, could take an entire pro- 
over to another party. A second 
r this time as well may be the na- 
| debut of an increased number of 
al assemblymen — many of 
tter known in local electorates 
nore glamorous rivals. 

































































s haovalit has said he will seek to en- 






| Hongkong 
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"Throughout history, China’s borders 
have contracted and expanded ac- 
cording to its own strength and that of 
its neighbours. The pending return of 
Hongkong is only the most recent exam- 
ple; Mongolia and Taiwan were once 
part of the Chinese empire just as Tibet 
and Manchuria are today. Despite the 
diversity of thesé outposts of the Middle 
Kingdom, one characteristic is common 
to all residents (not to be confused with 
leaders) of disputed border regions: 
they have been largely unsuccessful in 
influencing the terms of their obedience 
and allegiance to China. 

The case of Taiwan today, however, 
does not. fall neatly . within these 
parameters: its people will have a say in 
the terms of reunification. The island is 
more than just a rebel province to be re- 
turned to the fold, as Peking would have 
the world believe. The ruling Kuomin- 


tang (KMT) has developed Taiwan into 


one of the world's most successful newly 
industrialised countries. At the same 
time, it has fostered a deep anti-com- 
munist sentiment among the popula- 


tion. Moreover, the Taiwanese people's 


desire to rule themselves is a strong but 
very under-rated barrier to reunifica- 
tion. i: En DE 

In the near term, Peking and Taipei 


will be busy resolving their respective 
succession. problems. Chinese. leader. 


Deng Xiaoping appears to have ar- 


ranged both the immediate and longer- - 
-term continuation of present policies, : 
though questions. remain about the. 


strength of the orthodox backlash that is 
likely to follow his death. In Taiwan, 
three of President Chiang Ching-kuo's 
potential successors have been removed 
from positions of influence (one due to a 
stroke, and two due to political ills), and 
a fourth — Prime Minister Yu Kuo- 
hwa — may lose his chance at the top 
spot as a result of a series of finan- 
cial and political scandals over the past 
18 months. But, as is the case on the 
mainland, most of the members of the 
party standing committee are in their 
70s or 80s, and a new generation waits in 
the wings. — 


Once the succession issüe has been | 


settled — a task likely to be completed 


by the early 1990s at the very latest — 


attention in the political arena will focus 
more sharply on Taiwan's relationship 
with the People's Republic of China 
(PRC). Recent events suggest the key 
issues will be indirect trade with the 
PRC and Taiwan's relationship with 


‘Hongkong after China resumes sover- 
eignty in 1997. ESO ay 
is Taiwan's third-largest ||. 







For Taiwan, 1997 is as _ 
vital as for Hongkong 
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export market, the key communications 
and transportation. link to the rest of 
Asia and the regional headquarters site 
for many of the: foreign companies 
operating in Taiwan. If Taiwan-Hong- 
kong-China relations eventually sour to 
the point of a sharp curtailment of 
Taiwan's economic ties with Hongkong, 
the impact on Taiwan's economic 
growth is likely to shake its stability 
even more profoundly than did the US 
recognition of the PRC in 1979. 

While there.is little hope of a quick 
and mutually satisfactory resolution to 
the issues dividing the Chinese Com- 
munist Party (CCP) and the KMT over 
the past 60-odd years, a historical *win- 
dow of opportunity" will open in the 
late 1980s and early 1990s, offering both- 
sides a chance to expand trade and 
other relatively apolitical relations. If 
this opening is allowed to widen, pros- 





Pss for reunification. will be good. 


ongkong will.be the key to such a 
scenario. e o3 | r 


he first step towards the peaceful 

B reunification of Taiwan and China 
is further to reduce the role of ideology 
in political decision-making, a trend 
that has been under way — in fits and 
starts — on both sides since the deaths 
of CCP chairman Mao Zedong and Tai- 
wan president Chiang Kai-shek in the 


. mid-1970s. Growing indirect trade is the 


second step. Based on the expansion of 
trans-shipments through Hongkong (and 
other ports) in the past year, prospects 
for a continuation of thisinteraction are 
good. The third step towards reunifica- 
tion will be orderly. successions to 
Deng and President Chiang Ching- 
kuo. ND gs 

The fourth step that must be taken 
before a peaceful reunification can 
occur is the successful return of Hong- 
kong to Chinese sovereignty. But, 
maintenance of the territory's current 
economic, social and political milieu 
until 1997 is far from certain. An in- 
creased outflow of capital and talent 
may be expected by the 1990s, and un- 
less concrete assurances are provided — 








David O'Rear is based in song- 
kong as associate director for 
North Asia for Business Interna- 
tional Asia/Pacific Ltd. This article 
is condensed from a new Bl study. 
— ‘Taiwan: threats and oppor- 
- tunities — challenges to future cor- 








porate growth.’ 








and believed — welli in iaie, Peking | 
risks recovering a ghost town. To avoid 
this, the PRC must dissuade residents 
and investors from abandoning the ter- 
ritory. 

Through confidence-building meas- 
ures intended to promote the stability 
and prosperity of Hongkong, the PRC 
may be able to ease apprehension of 
both Hongkong and Taiwan people re- 
garding their fates in the 21st century. 
One key measure of the PRC’s flexi- 
bility in its future. dealings with 
the Hongkong Special Administrative 
Region (SAR) — and Taiwan — will be 
the upcoming Basic Law, Hongkong's 
constitution within the PRC frame- 
work. 

By recognising Hohgkong! srighttoa 
significant degree of autonomy in its in- 
ternal political, financial and economic 
affairs, Peking would show Taiwan and 
the world what might be expected from 
the island's reunification with the main- 
land. Conversely, further interference 
with local political parties, 
freedom of the press and 
travel, or the free enterprise 
^system will keep the KMT far 
from the negotiating table. 

The consequences for Tai- 
wan of severing ties with the 
territory would be traumatic. 
Foreign companies investing in 
and trading with the island 
would see the cost of doing 
business rise dramatically. In 
simplest terms, corporate exe- 
cutives would probably be un- 
able to communicate with col- 
leagues, travel and transport 
expenses would rise and deliv- 
ery times lengthen, possibly 
forcing the removal of regional 
headquarters to Tokyo or 
other locations. 

As companies add up the 
costs of continuing to operate 
in Taiwan, foreign investment, 
trade and economic growth will 
decline. If Peking adopts a confronta- 
tional approach in response to Taipei's 
decision to shun Hongkong, foreign 
firms might be forced to choose be- 
tween the potential of the China market 
and Taiwan's relatively high-quality 
labour and infrastructure. Under these 
circumstances, corporate decision-mak- 
ers would be very hesitant to offend Pe- 
king. 

While senior party leaders work out 
the rhetoric for justifying whichever po- 
licy (confrontation or negotiation) is 
chosen, Taiwan's people are likely to 
consider any change in government 
harmful to their interests. Fifty years of 
anti-communist indoctrination will 
need to be taken into consideration, re- 
gardless of the future policy direction; 
conservative KMT members may find 
unexpected allies among the island's na- 
tive population, since a tall barrier to 
reunification is the desire of the 
Taiwanese to rule themselves. 
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mountable qox cbetaces to be 
overcome before negotiations between 
the KMT and the CCP may begin, the 
prospect of closer trade links between 
Taiwan and the mainland is likely to 
play a key role in the process. 

The compatibility of the two 
economies was illustrated in the last 
quarter of 1984 and the first quarter of 
1985, when Taiwan’s exports to China 
through Hongkong jumped dramati- 
cally. In 1984, recorded exports from 
the island to the mainland rose 171% 
over the previous year to US$430 mil- 
lion; imports climbed 43% to US$128 
million in the same period. Taiwan’s 
China-bound exports surged by 278% in 
the first quarter of 1985 over the same 
period of 1984 (to US$242 million) and 
by about 150% over the entire year. The 
prime contribution to this increase in 
purchases was a liberalisation (via de- 
centralisation) of foreign-exchange con- 


trols in China, leading to a surge in con- ` 





Chiang; Deng: succession problems. 


sumer (as well as industrial) purchasing 
power. 


he rising threat of protectionism in 

the developed markets adds impetus 
to reunification scenarios. If the US and 
other countries continue to move to- 
wards greater protection of their own 
industries and stricter controls on im- 
ports, Taiwan’s exports may drop off 
sharply. Access to China’s consumer 
and industrial market would add years 
to the life of several sectors of Taiwan’s 
economy. However, officials in Taipei 
are likely to remain sceptical. The leap 
in exports to the mainland in 1984-85 
was accompanied by a rise in warnings 
by government officials of possible eco- 
nomic sabotage by the PRC as a means 
of undermining the island’s economy. 

Just how the two sides might even- 
tually come together — and the role of 
Hongkong as a matchmaker — has 
never been clearly spelled out. Actions 
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right to a significant ieee of | 
autonomy in its internal 
political, financial, and 
economic affairs, Peking 
would show Taiwan and the 
world what might be expected 
from the island’s reunification 
with the mainland. 





taken and statements read at the recent |. 
KMT Central Committee plenum, | — 
while not unexpected, nevertheless con- | | 
firm the direction of political develop- | - 
ment in Taipei. The following scenario 
for eventual reunification is highly | 
plausible, though some might consider | — 
it too optimistic: ! 
> Increasing diplomatic tolerance. |. 
Under increasingly moderate — and | 
locally born — leadership, several small 
steps towards the negotiating table be- 
come evident in the late 1980s and early | 
1990s. Anti-communist rhetoric in 
Taiwan is overshadowed by exhortions | 
to out-perform the PRC icave the poled 
As the older mainlanders leave the poli 
tical scene, the potential of tapping - 
China’s vast markets and raw materials 
becomes more attractive. It: 
» Expanding trade. Trade between | 
Taiwan and China grows strongly dur- | 
ing this period. By the end of the dec- 
ade, commerce is largely an economic 
issue. One major step forward is the de- |. 
cision to regulate — rather than prohibit 3 
— trade with the PRC. Sensing an open- hp 
ing, Peking responds by eliminating im- [^ 
í 





te 


port duties on all Taiwan-made goods. | 
> Smooth return of Hongkong. At the | 
1987 CCP Congress and the 1989 Na- | | 
tional People's Congress (NPC), sup- - 
E for maintaining relative "ges 
or Hongkong after 1997 is evident. The - 
draft of Hongkong's Basic Law pre- 
sented to the NPC standing committee 
in 1988 contains enough ambiguity in its 
language to allow continued contacts | 
between Taiwan and the former colony. |. 
In its preamble, the Basic Law does not | 
explicitly endorse socialism as an offi- | 
cial ideology, but simply refers to sup- |- 
port by the people and government of | 
| 


e 
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the Hongkong SAR for the constitution A 
of the PRC. P. 

Residents and companies alike are | 
on the lookout for evidence that the fu- | 
ture will not be as bad as the doom- — 
sayers predict, and Peking’s efforts to 
reduce the flight of capital and talent are 
mildly successful. 

The Hongkong issue may well be the © 
one that leads to the end of the Chinese | 
civil war. The debate will undoubtedly - 
polarise the KMT, separating the . 
ideologues from the pragmatic Mam | | 
crats, and promises to continue for — 
years (if not decades) to come. The road 
to reunification will be a rocky one. — 
Still, there exists a historic opportunity | 
in the coming decade that begs to be | 
explored. Uu 
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By James Clad 


Ithough the Malaysian Government 

works hard to polish its Islamic 
countenance, about 7.5 million Buddh- 
ists, Taoists, Christians, Sikhs and Hin- 
dus also live in the country's 13 states. 
Smaller groups of ancestor worshippers 
or animists lift non-Muslim numbers 
still higher — to almost half the 15.2 mil- 
lion population. 

Despite this Middle East creed's 
constitutionally entrenched status as the 
“state religion,” non-Muslims some- 
times feel ambivalent about their gov- 
ernment’s drive to Islamise Malaysian 
society. Some even say that govern- 
ment-backed proselytisation has accel- 
erated in recent years, drawing strength 
from a worldwide Islamic resurgence. 

Of all the non-Muslims, the Christ- 
ian community appears to take the most 
vocal line in decrying perceived second- 
class treatment. Christian representa- 
tives on the two-year-old Malaysian 
Consultative Council of Buddhism, 
Christianity Hinduism and Sikhism 
(MCCBCHS) are displaying a growing 
tendency to express their worries. 

MCCBCHS secretary, Fr Paul Tan 
Chee Ing, has criticised what he calls the 
“imbalance” between Muslims and non- 
Muslims in the “threshold levels” in 
town plans for building “religious obser- 
vance structures.” Tan said 800 Muslims 
justified a new mosque, but the number 
of Hindus, Christians or other adhe- 
rents must reach 4,000 before plans fora 
new temple or church can go ahead. 
Only 30% of all “worship sites” desig- 
nated under the Kuala Lumpur Struc- 
tural Plan for the year 2000 will go to 
non-Muslims, he said. 

Even the number of burial sites for 
Muslims and non-Muslims has become 


= a macabre form of religious arithmetic. 


Malaysia’s parliament learned recently 
that “23 burial sites comprising 588.639 
acres of land have been put aside for 


= non-Muslims in the Federal Territory 


[Kuala Lumpur],” but “this will be in- 
creased to 595.2 acres by the year 2000,” 
Federal Territories Minister Datuk 
Shahrir Abdul Samad said. 

Religion also obtrudes in language 
policy. When urging “Christians in Ma- 


_ laysia . . . to express their views and con- 


cern on allimportant issues, particularly 
those pertaining to religious freedom,” 
religious studies lecturer Lee Ham Hing 


. also urged his listeners to wholeheart- 
| edly accept Malaysia’s national lan- 


guage, Bahasa Malaysia (a form of stand- 


. ardised Malay), in Christian services 
= and in the Bible. 


lems when one Muslim- 


But in this respect the government 
seems to be in a quandary. It wants the 
language widely used but some ele- 
ments fear that converting Malays (con- 
stitutionally defined as synonymous 
with *Muslim") would become easier if 
Malay-language bibles are available. 
An imbroglio arose last year when the 
government banned the import of bibles 
translated into Bahasa Indonesia. Only 
former deputy prime minister Datuk 
Musa Hitam's intervention allowed the 
volumes to be brought into the country 
— but then only for East Malaysia. 

Even specific words can cause dif- 
ficulties. The Bahasa Ma- 
laysia terms for the words 


God (“Allah”), angel 
euet. and Bible 
*kitab") generated prob- 


majority, Peninsular Ma- 
laysian state enacted a law 
forbidding non-Muslims 
to use these words in re- 
ligious observance. 

Another sensitive area 
is depiction of practices or 
broadcast of utterances 
believed to be offensive to 
a particular religious 
group. Non-Muslims com- 
plain that there is more 
prompt action on Mus- 
lims’ feelings of supposed 
slights in TV programmes 
(including a feeling that 
screening the Muppet 
Show’s character Miss 
Piggy might upset Muslim 
viewers). The Roman Catholics, for 
example, said that the government-ope- 
rated Radio Television Malaysia 
network screened the drama series 
The Thorn Birds, despite objections 
from the local archbishop, reported- 
ly unhappy about the series’ portrayal 
of a fallen priest. 

That the Christians should complain 
most loudly comes as no surprise. Christ- 
ianity came to Malaysia first with the 
Portuguese settlement in Malacca, and 
has, in the words of one recent commen- 
tator, *been associated with the col- 
onialists and regarded as the religion of 
the white man." Another says they are 
“pampered by the colonialists.” 

Christians began most of the earliest 
influential schools and hospitals in 
Kuala Lumpur and Penang. Beside four 
centuries of the Roman Catholic pre- 
sence, British rule which began in the 


late 1800s enabled other Christian de- 





nominations to gain a foothold here; the 
Methodists for example, though barely 
a hundred years in Malaysia, now divide 
themselves into English, Chinese, 
Tamil and even Iban congregations. 
That the cutting edge of Christian 
and Muslim conversion campaigns 
should be felt in East Malaysia also 
causes little surprise: the extent to 
which Malay or Malay-linked govern- 
ments in both Sarawak and Sabah (both 
states have large, Christianised indigen- 
ous tribes) may have favoured Muslim 
propagation over Christian efforts to do 
the same always makes for a hot topic. 
And since the April 1985 election vic- 
tory in Sabah of à party led by a Roman 
Catholic, the question has resurfaced. 
But even as some Christians become 
more vocal about their country’s Islamic 
profile, other non-Muslims — notably 
Buddhist or Hindu leaders — still trust 
guarantees of religious freedom in Ma- 





laysia’s Constitution. The federal gov- 
ernment dispenses subsidies for build- 
ing places of worship for non-Muslims 
also, they point out, and they have re- 
tained good access to Malaysia’s deci- 
sion-makers whenever perceived slights 
(such as allegedly incorrect depictions 
of Buddha in school textbooks) needed 
correcting. 


Mi oreover, sources in religious as- 
sociations serving both these creeds 
say Buddhists or Hindus are just as like- 
ly to feel threatened by fundamentalist 
Christians as by Islam (“safely” con- 
fined to the Malays). Groups such as the 
Malaysian Buddhist Missionary Society 
or the Malaysian Hindu Sangam have 
plenty of melodramatic tales to tell. 
For example, a zealous grandchild 
threw her grandmother’s syncretic col- 
lection of Buddha images and ancestor 
idols into a ditch after “finding God” on 
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a weekend outing sponsored by Christ- 
ian zealots. These glimpses of non-Mus- 
lim activities suggest, therefore, that the 
well-worn theme of *aggressive Muslims" 
versus “defensive non-Muslims” at the 
very least is far from the whole story. 
Certainly most in, the government 
want to preserve the country's pluralis- 
tic tolerance: Datuk Ahmad Nordin, di- 
rector of the government-funded Mus- 
lim evangelical group Perkim last year 
advised non-Muslims not to be 
"alarmed by the government's plan to 
infuse Islamic values in Malaysia." 
Some younger ministers within the 
dominant United Malays National Or- 
ganisation (Umno) have also gone out 
of their way to reassure non-Muslims. 
Umno Youth leader Anwar Ibrahim has 
stressed Islam's credentials as a major 
world religion by noting its historical 
commitment to respecting non-believ- 
ers in territories where Muslims form 
the majority or hold political power. 
Malay politicians | also emphasise 
that state patronage of Islam in Malay- 


sia has a long history. Each of the coun- 
try's nine hereditary sultans has tradi- 
tional religious prerogatives (such as 
setting the beginning and end of the 
Ramadan fasting month). And in each 
state (and for the Yang di Pertuan 
Agung, or federal king, as well), sepa- 
rate councils of mufti, or religious learn- 
ed men, advise the sultans. 

But the government's reach into reli- 
gion has long since gone past residual 
prerogatives. And though it does Ma- 
laysia a disservice to portray non-Mus- 
lims as suddenly on the defensive, it also 
does non-Muslims a disservice to pre- 
tend that they have no basis at all for 
perceiving a. subtle but unmistakable 
drift away from their government's pre- 
viously more secular stance. 

In general government administra- 
tion, schools, media and civic cere- 
mony, a markedly more Islamic tone 
has sounded in recent years. Specific 
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trends in town planning, publishing con- 
trols, censorship, budgeting for higher 
education and language policy all reveal 
a more conscious drive to give more 
substance in public affairs to Malaysia's 
state religion. 

These steps followed logically from 
the decision right after independence by 
Malaysia's (primarily Malay) leadership 
to opt for *a high-profile Islamic post- 
ure" — as one Foreign Ministry source 
described it — whether in foreign policy 
issues or in matters closer to home. 

At the bureaucratic level, the Jaba- 
tan Ugama, or Religious Department, 
has grown to become an ever-larger part 
of the department serving the Prime 
Minister's Office. Recently, its hun- 
dreds of functionaries moved into an 
imposing new Islamic Centre — a 
gleaming edifice inspired by Middle 
East architectural forms. 


Qr in 1985, the centre already 
has hosted Malaysia’s annual 
Musabaqah (Koranic reading) competi- 
tion. which draws participants from all 
over the Islamic world. Across the 
street from the National Mosque, it 
comprises an eight-storey building fac- 
ing a large, white-tiled courtyard ringed 
by exhibit rooms, a spacious theatre, a 
library and even a branch of the Bank 
Islam Malaysia — set up by the govern- 
ment in 1983. 

The centre illustrates just a part of 
the public largesse for Islam in Malaysia 
— buildings, seminars, teaching materi- 
als, broadcasting time, muftis’ salaries, 
participation at overseas conferences, 
missionary campaigns and even a new 
International Islamic University, sited 
temporarily in Petaling Jaya west of 
Kuala Lumpur. 

In Peninsular Malaysia, Islamic mis- 
sionaries work with state and federal 
support solidly behind them. A recent 
episode on the government-financed 
TV programme Sinar Harapan (The 
Ray of Hope), for example, described in 
epic terms the travail of missionaries 
converting orang asli, or aboriginal peo- 
ple, living in the remote reaches of 
Pahang. 

The sharpest religious feeling may 
arise not among religions but co-re- 
ligionists. Umno politicians often ac- 
cuse their principal Malay opposition 
party, the Parti Islam Malaysia (Pas), of 
fanaticism. At the very least, Umno tell- 
ingly criticises Pas for giving no thought 
to the interests of non-believers in a 
country where ethnic factors reinforce 
differences in faith. Yet efforts by Pas 
recently to hold seminars for non- 
Malays (ostensibly for them to learn 
more about both Islam and about the 
party’s programme) has caused deep 
unease, while the king cancelled at short 
notice a scheduled TV debate in 1984 
between spokesmen for the two parties. 
And the 1985 shooting of Islamic adhe- 
rents in Kedah continues to reverberate 
(REVIEW, 28 Nov. '85). 


Formula for 
mediocrity 


By Jamal Rasheed in Lahore 
T: Pakistani film industry, which 
has lurched from crisis to crisis, ap- 
pears to be out of the doldrums for the 
moment. But it has paid for its survival 
with a loss in quality (consisting, as it 
does, of repetitive action and song-and- 
dance melodramas), a smaller audience 
and complete submission to govern- 
ment censorship. 

A recent government notification set 
new censorship precedents for the film 
industry. Heroes and heroines must 
abstain from singing and dancing on a 
rocking boat or in a rain storm. The 
hero should not abduct “two female 
artistes at One and the same time,” and 
villains cannot be shown to escape from 
police custody or beaten by police. 





: 
TV actresses: strict censorship. 





Censorship rules are now so strict 
that film scripts are often reduced to 
banality. A mother cannot hug her son, 
lovers cannot even touch, let alone kiss. 
Apart from controlling sexual mores, 
the state exercises other rules of con- 
duct. The army, police or government 
officials can never be criticised, there 
can be no hints of corruption or bribery, 
and officials must always be shown in a 
good light. 

After the military coup in 1977 and 
the programme of Islamisation the film 
industry slumped badly, producing a 
few dozen films a year compared to over 
100 films previously. However, there 
has been a revival of sorts. In 1984-85, 
62 new films were released, many of 
them made earlier but held up by cen- 
sorship problems. Urdu films have been 
overtaken by Punjabi films, with their 
blood and guts heroes and wide-hipped 
heroines. It is not unusual for a Punjabi 
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vith the popularity of the video. The 
iddle class, or “gentry” as film direc- 
like to call them, are not part-of the 
ience now. Whereas before middle- 
s women used to drag the whole 
mily to see a film, the audience now is 
ade up mostly of working-class males. 
nema houses have closed down and 
ome shopping malls. — 

Action films demand big budgets 
d it costs between Rs 1.5 million 
90,361) and Rs2.5 million to make 
film now. A third of the cost is taken 
by the cast, a third by the film stock, 
other 20% on music and the remain- 
covers the rest. In action films 
ripts are usually non-existent, with 
rs being told the idea of the film and 
director and cast ad libbing from 
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Provisional Rev tionary: Gov- 

(PRG) which operated before, 
t not for long after, the downfall of 
J South Vietnamese republic. 





rom a wealtl y Saigon family which 
d him in both Confucian 
sophy and Western culture — filial 
y being as important as playing the 
ssical violin. At vacation time, the 
would go to houses in the moun- 
t Dalat or at Vung Tau by the sea, 
| the entire household along, 
jrses, cook, tutors, music teachers 
as if all by ourselves we constituted 
e miror nomadic migration." 
ng remained ignorant of his coun- 
colonial history until August 1945 
the then occupiers, Japan and the 
French, ed dos and Viet- 
ese nationalism, long e Ang 
in the streets. . 
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audience for it at present. 

Privately, directors and stars admit 
that successive government policies 
have seriously damaged the industry. 
At present there is a 100% tax on 
cinema tickets. The cost of one cinema 
ticket is Rs 12. For the same price one 
can hire a video film for the entire fami- 
ly these days. 


ll imported film stock is controlled 
by the National Film Development 
Corp. (NFDC), which takes.a commis- 
sion on raw stock and a 57% commis- 
sion on imported foreign films. The 
money was supposed to have been. set 
aside to make quality films and set up a 
proper film academy. In more than a de- 
cade in existence, NFDC has done 
neither. Whereas in India the govern- 


i of a ARTEEN by Truong! Nhu Tang, Jonathan Cape. 


In the ensuing street demonstra- 
tions, he saw Frenchmen beaten, and 
even lynched. by the Vanguard groups 


and in disgust he walked home, com. 


fused bv his brief brush with revolution 
and eager to pursue the next phase of his 
life, tertiary studies in Paris. : 


As it had for many Indochinese, Pol 


Pot not the least of them, France, the 
coloniser, would provide. fertile soil for 
the development of the young student's 
nationalism. Not long after arriving, he 
and other Vietnamese were invited to 
meet an unheard of (to them) leader 
who had established the anti-colonial 
guerilla movement in northern Vietnam 
several years earlicr and was now in 
France for talks with the government. Ho 
Chi Minh, or “Uncle Ho,” as he insisted 
on being called, impressed Tang deeply, 
reminding him of his grandfather. 
Later, he and another student from 
the south were invited to meet Ho pri- 
vately. When Tang asked why two 
southerners had been invited. Ho's sec- 
retary replied that it was the people of 
the south who were suffering most se- 


verely in the struggle to resist France's. 


post-war re-conquest. 
Again Tang was infatuated by Ho. 


He records that “from that afternoon I. 
was. Ho Chi Minh’s fervent partisan. L- 
had been won by his simplicity, his 
charm, his familiarity. His culture and 
burning patriotism offered me a model 


that I could follow in my own life." Ho, 


| quality pictures. Gad. it 
characteristical y replies that there is no 













s to the government apart 
from the entertainment duty, so show- 
ing films is no longer a profitable busi- 
ness. Newspapers are forbidden to pub- 
lish too many sexy pictures of movie 
stars or indulge in movie gossip. Loom- 
ing over the industry is the constant 
weight of the censi TS, who can change 
their criteria alm: 
The present rival in ihe industry 
has come about with a complete lower- 
ing of standards. and new gimmicks to 
attract audiences. Co-productions with 
Bangladesh, Sri Lanka or Hongkong 
mean fresh locations and new female 
stars. Film producers try and make their 
m with London or Singapore as a 
backdrop. Special effects, car chases 
and quick dress changes for the female 
stars have replaced social issues, human 
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Cambodian bord 
holidays he made 
the Maquis, the foi ; 
and sat with a guerilla group as it am- 
bushed French riverboats on a tributary 
of the Mekong. 
He was most impressed, realising, 
"not without some surprise," that he 
could stomach the sight of death. But he 
was equally sure that he was not cut out 
to be a guerilla. However, he felt he 
could play a role in the propaganda and 
psychological side of the liberation war, 
which "as I was already beginning to 
understand, was as important as ihe ac- 
tual fighting.” 
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que nationalism. never moved to 
communism, perhaps because he 
believed that the Leninism of his hero, 
Ho, was "an accretion that server the. | 
cause of Vietnamese ‘na 
Nevertheless, “I would h sq 
ing to accept almost any regime that 

could achieve real independence and 

that had the welfare of the people at. 
heart, 5 Important words, considering. 



















. drama or emotional involvement. Films | lombo, Miss Hongkong and Miss 5i 


in regional languages such as Punjabi, 
Pakhtun and Sindhi are becoming popu- 
lar in rural areas but their standards are 
even lower than Urdu films. 


O: person who has witnessed the 
past decade of changes at close 
hand is Babra Sharif, the country's most 
popular and highly paid film star. A di- 
minutive four foot eleven, she is often 
made to stand on boxes to look her hero 
in the eye. Her own large eyes, peaches 
and cream complexion, and winsome 
smile have kept her at the top ever since 
she was taken on by a producer after ap- 
pearing in a soap powder ad on TV in 
the early 1970s. She is popular in China 
where Pakistani films are shown, and 
receives hundreds of letters from 


Chinese fans. 

She makes five to six films a year, 
most of them formula copies. Her re- 
cent blockbusters have been Miss Co- 





pore, which rely on foreign locations to 
be classy. She told the REVIEW in La- 
hore that over the past decade standards 
have dropped drastically. “Now there is 
only one type of film — action. So they 
want me to do karate and judo and 
make up to three dress changes during a 
single song but they don t want me to act 
anymore. It is not the directors’ fault. 
Serious directors who try to make 
human. drama films find that their films 
flop. They get depressed and give up. 
Films are no longer made by directors 
but by the special-effects people.” 
Babra said that whereas before 
scripts were written and worked on, 
now it is impossible because “how can 
you write down one fight after 
another?” She is made to learn new gim- 
micks for each new film. But whether it 
is skating, break dancing, hanging from 
a helicopter, singing or punch ups, she 
learns fast and excels. She designs her 















Vietnamese boat people: final escape for Tang. 


that he would later find the post-libera- 
tion communists unpalatable enough to 
force him abroad. 

Highly trained in a country where 
such people were rare, Tang soon be- 
came chief comptroller of a major bank 
and then the director of the state sugar 
company, a huge conglomerate which 
was to provide an ideal cover for his es- 
calating political activities. By 1958 he 
was one of the key organisers of the nas- 
cent NLF, few of whose members, he 
observes, were from the Lao Dong 
(Workers’ Party), the official name of 
the Vietnamese Communist Party. 

The NLF’s “numerous membership” 
was divided into small working groups 
of a few people, none of whom had de- 
tails about other groups. As Tang notes: 
“This cell structure is sometimes thought 
of as a communist innovation, but for 
the Vietnamese, with their long history 
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of secret societies, it is practically sec- 
ond nature." Each cell, he explains, en- 
compassed people from different 
backgrounds to ensure a wide range of 
thinking. Tang was involved with draft- 
ing the group's objectives, which in- 
cluded stress on a “pluralistic national 
government, non-aligned and neutral," 
as well as selecting its first leader, law- 
yer Nguyen Huu Tho, who would re- 
main prominent throughout the war. 

In December 1960 Tang made a clan- 
destine trip from Saigon into the jungle 
for the NLF's inaugural congress, an 
event he describes in fascinating detail. 
Being one of the secret delegates who 
still led public lives, he sat in a curtained 
box. Some 40 other participants who 
had already gone to the bush occupied 
the middle benches. And so the Viet- 
cong was founded, preceded by a vari- 
ety show of mime, song and satire. 


ni er Poe uu A sad LE at Tr - 


few interests left in her film-m 


of serious cinema that is now becoming 
increasingly popular in India, but feels 
that the audience would not want it and 
the government would not allow it. 

She is critical of NDFC for not living 
up to its promises of starting an acting 
academy and financing art movies. Fear 
of government pressure has made her 
refuse numerous offers to star in Indian 
films. Last year another film couple who 
agreed to do an Indian film were at- 
tacked by the pro-government press and 
called traitors. “The whole cultural cli- 
mate is now so depressing that you can- 
not just attack the film industry for buckl- 
ing under. It is doing the best it can under 
the circumstances,” said Babra. Oo 


Tang’s story is set against the famil- 
iar backdrop of intrigue and instability 
in Saigon, Washington politics and the 
escalating conflict. His own double life, 
which reads like a thriller, came unstuck 
in 1967 when; following revelations 


made by an NLF member, he was 


brought before the most notorious in- 
terrogator. “There aren't any laws here 
to protect you," the butcher said, “in 
this place you are mine." 


A: if the prison’s corridors, filled 
with the living dead, aren't enough, 
Tang is tortured, starved and kept alone 
in unlit cells. To keep the guards happy 
he admits to being a communist and is 
transferred to another jail when his wife 
pays a US$6,000 bribe. 

There he experienced the 1968 Tet 
offensive when NLF forces entered 


Saigon. Later, Tang was released in a - 


joint prisoner exchange with the Ameri- 


cans. Things began to go wrong for — 


Tang personally, and the NLF leader- 
ship in general, in 1970 when northern 
Marxists in their company began criticis- 
ing their “petit bourgeois” 
grounds. Tang records that "after the 
prisons, B-52s, diseases and malnutri- 
tion, it was outrageous to suggest that 


we were somehow second-class revolu- — 


tionaries.” He approached the presi- 


dent, Huynh Tan Phat, for an explana- 
tion but was dissatisfied, saying "it all - 


| 
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meant that, a year after Ho Chi Minh's 
death, the ideologues were firmly in 
control, and they were not inclined to 


waste effort on their junior partners, 


whatever they might be broadcasting to 
the rest of the world." 

From this point on, despite his trips 
abroad as the PRG's ambassador, and 
the overthrow of the Saigon forces in 
1975, it is all downhill for Tang, hence 
his book's dedication: *To my betrayed 
comrades, who believed they were sac- 


53 


mes and says utat MEAN 


back- 











T 
: 


| 
»n 
‘a 
«n 


H 
4 
d 


i 
Y 


E 


—— -———n 








icing themselves fc 
on of their people." 
He records with sour irony the “Viet- 
cong's funeral celebration" in Saigon's 
Rex Dance Hall, *a sleazy former pleas- 
ure land" where “drugs and debauch- 
ery and the buying and selling of 
power" had once been the daily order. 
About 30 leaders of the NLF/PRG and 
the middle-road “Third Force" at- 
tended a night of “revolutionary music 
cranked out by a sad little band . . . we 
knew finally that we had been well and 
truly sold." 

His anger derives from his own ex- 
perience as justice minister in the new 
southern government, a period when he 
felt powerless to control the behaviour 
of the victors, to whose ranks he ostensi- 
bly belonged. "It was a time of unal- 
loyed cynicism on the part of the Work- 
ers' Party and stunned revulsion for 
those of us who had been their brothers- 
in-arms for so long." 


forahumanelibera- | The subject of blood brothers made 
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him equally furious, as two of his own 
went to re-education camps, and were 
told, like other inmates, to bring 
supplies for 30 days. Tang drove them 
there himself, justifying the announced 
curriculum for people who had been 
"shocked by defeat and were now ex- 
periencing considerable anxiety about 
their own futures . . . concord and re- 
conciliation was an essential ingredient 
in the crucial struggle ahead." When 
they, like 300,000 others, did not appear 
months later, he lost all faith in the new 
order's promises of reconciliation. 

The most painful criticism came 
from his mother who said the northern- 
ers had made “dupes” out of him and 
others in the NLF. During his tenurgas 
justice minister, not only were some 
300,000 people arrested for re-educa- 
tion, but the figure “of course does not 
include people who were arrested in the 


sweeps by governmental organs and 
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Saigon and the provin 
period.” 

Having tried to improve matters by, 
for example, making appeals to Viet- 
nam's Premier Pham Van Dong, Tang 
decided to flee his country, joining the 
ranks of the boat people. Like so many 
of his earlier exploits, the escape was a 
heart-pounding affair, undertaken in a 
crowded, badly prepared boat. But he 
made it, becoming the highest-rank- 
ing member of the government to de- 
sert and the only one to have written a 
book about South Vietnam's sad his- 
tory. 

Perhaps its main problem is the 
(understandably) catchy title which 
suggests that Tang was always a com- 
munist (cong). In the experience of this 
reviewer, and others who spent time with 
the NLF, most guerillas stressed their 
political non-alignment, shunning the 
communist label. — Robin Osborne 
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The region’s ‘Western’ power turns again to Asia 


Tokyo's neighbourly urge 


By Charles Smith 


Ithough the Asia-Pacific region continues to be regard- 
A ed by envious Westerners, as well as by locals, as po- 

tentially — if not actually — the most economically 
dynamic portion of the globe, doubts have always existed as 
to how far the two-dozen-odd countries making up the region 
actually constitute a united entity. 

The sheer distance in kilometres from one end of the re- 
gion to the other, as well as the variety of cultures and econo- 
mic systems involved, make it hard to understand how Pacific 
Asia could ever be welded together into anything deserving 
the name of an economic community. More important is the 
fact that the one great economic power in the region, Japan, 
has declined to accept a leadership role, preferring to take 
the position that business is business and politics something 
else again. 

Japan's self-image as an Asian nation which is also a 
member of the West, reinforced by fears of stirring up war- 
time memories and by determination not to become militar- 
ily involved outside its own frontiers, has worked to dictate 
low-profile policies towards the region by a succession of 
governments in Tokyo, even including that of the extrovert 
Prime Minister Yasuhiro Nakasone. Yet in the past six 
months — for reasons that, admittedly, may be only indi- 
rectly related to events in Asia — a rather fundamental 
change appears to have got under way. 

What marks out the current year from earlier ones is that 
the sheer intensity of Japan's external economic problems 
with the rest of the world, including its continuing trade dis- 
putes with the US and Europe, seems to be motivating 
policymakers in Tokyo to take a far more serious look than 
before at the trading and investment possibilities of their own 
region. 

The notion that Japan might at some point be driven by 
US protectionism to throw in its economic lot wholly with 
Asia, or even with the communist-bloc countries — though 
occasionally aired by senior Japanese bureaucrats — has very 
little appeal to most serious Japanese observers and is proba- 
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bly not a serious possibility given the deepening interdepen- 
dence between the Japanese and US economies. But if a 
"turning away" from the US is out of the question, there 
seems little doubt that a process seen as correcting Tokyo's 
over-dependence on Washington is very definitely under 
way. 

As a result of the yen's revaluation during the past six 
months against both the US dollar and a majority of Asian 
currencies, Japan has been obliged to recognise that a 
major improvement has occurred in the economic situations 
of the two Northeast Asian newly industrialised countries, or 
NICs, which in turn seems to dictate more investment and a 
higher level of trade between Japan and the Northeast Asian 
NICs. 

A still broader reason for paying closer attention to Asia 
stems from Japan’s newly recognised need to emphasise a 
“horizontal division of labour” between itself and neighbour- 
ing Asian states as the key to its future long-range industrial 
strategy. 

In advocating a regional division of labour as the new 
basis for Japanese economic growth (as the Ministry of Inter- 
national Trade and Industry, or Miti, does in a recently pub- 
lished policy document), the Japanese Government seems to 
be taking the view that Japan no longer has the option of pro- 
ducing everything, or almost everything, for itself since the 
massive trade surpluses generated by self-sufficiency and its 
counterpart, an inability to import more than very limited 
amounts of manufactured goods, have become a destabilis- 
ing factor in world trade which could eventually rebound on 
Japan’s own economic welfare. 

A second and more specialised reason for splitting up the 
industrial pie between Japan and its Asian neighbours arises 
from calculations of the return on industrial investments in 
different places. The crux of the argument here is that a given 
amount of industrial investment in Japan today is likely to 
generate fewer jobs and thus create less long-term economic 
welfare than the same amount of money spent almost any- 
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lated by government measures such as tax in- 
centives), might cost nearly 1 million jobs. 
However, job losses in Japan would be far 
. more than compensated for by job creation in 
the countries which played host to Japanese 
investors. 

. Ina rough estimate of the impact on three 
possible destinations for Japanese invest- 
ment, Miti suggests that 1.95 million new jobs 


vestment. Indirect job creation, as well as job 
creation resulting from a higher rate of in- 
_ crease in investment, would be far greater still 
— CUM not only technology and manage- 
ment spinoffs, but also the fact that productiv- 
ity levels in nearly all the countries in which 
` Japanese companies might build factories are 
lower than in Japan itself. 

By coming out strongly in favour of a step- 
ped-up investment presence in 
Asia a well as a far more posi- 
tive approach to technology ex- 
ports), Miti may have set the 
Stage for a lively debate on where 
and how Japanese industry 
should expand over the next 
couple of decades. But the minis- 
try's advocacy of more direct in- 
vestment in offshore-production 
facilities raises other major issues 
as well. 


uring the past three years, | 
apanese corporate tréa- . 
We) surers have sunk an esti- 
mated US$90.billion-worth of 
surplus funds into the New York 
bond market, realising income 
gains as a result of interest-rate 
differentials between Japan and 
the US and, more recently, capi- 
tal gains as US bond prices have 
risen. The implication of the Miti 
plea for stepped-up investment in 
offshore production is that some, 
if not all of this money should be diverted 
to productive activities in the develop- 
ing world — with the Asia-Pacific region 
presumably getting the first bite at the 
cherry. 

Whether corporate treasurers are ready 
to accept the need for such a diversion 
scems doubtful — given the immense differ- 
ences in profitability between direct and 
indirect investment — but at least there 
would seem to have been some change re- 
cently in the balance of advantage facing 
Japan. In the past three months, too, the 
rapidly improving competitive edge of the 
East Asian NICs in industries such as steel 
and electronics, and even in machine tools, 

_ has given rise to a stream of plans for shift- 






"s. cha ter in the Miti paper recommending future 

strategies for Japanese industry in the light of exchange-rate 
shifts and persistently high current-account surpluses says 
that Japan may lose some 560,000 jobs in industry (equiva- 
lent to about one-quarter of the present level of unemploy- 
ment) if it increases direct overseas investment at the (cur- 
rent) rate of 1296 a year up to the end of the century; and an 
“enhanced” rate of increase, of 15% (meaning one stimu- 
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ing production out of Japan to the countries concerned — 
usually by setting up wholly or partially owned production 


While this trend suggests a diversion of money to the NICs. 
from other destinations, the attractions of the New York: 
bond market — at least to Japanese corporate investors — 
seem to have been growing increasingly unreliable. A 
ing to the research manager of one of the leading Japanes 
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trust banks, a three percentage-point diffe 
rential between Japanese and US interes 
rates (the current margin) may be about th 
lowest at which it pays Japanese companies tc 
invest heavily in US bonds in preference 
either to keeping money at home or fin 
other overseas uses for their funds. 
For institutional investors such as bank 
and insurance companies, the alternative t 
US bonds could be the bond markets of othe 
countries, or, conceivably, the US equity mar 
ket. For manufacturing companies whict 
have played what the Japanese media lon 
ago labelled the "money game," realising 
rapid profits on US securities, there could b: 
case for looking at more productive invest 
ment destinations such as offshore produc 
tion. R 
The snag with the Miti thesis, that the t 
may have come for Japan to launch a m 
growth offensive in the Asia-Pacific basi 
could be that by doing so, Japa: 
will create tensions and increase 
growth differentials within thi 
region itself — rather than. clos 
ing the gap with Japan. | 
During the past three to fiv 
ears, while Japanese investmen 
in the entire East Asian area ha 
flagged (at least by compariso 
with booming investment in thi 
US and Europe), the fall-off ha 
been distinctly more notice: 
in the four major non-industria 
members of Asean than in th 
Northeast Asian NICs. In China 
an intensive campaign by the Pe 
king government to lure Japan 
| ese investment into joint ven 
tures seems to have produced re 
sults far below initial expec 
tions. 
If Japanese investment fol 
lows its nose by establishing mor: 
companies in the faster-growin 
NICs, either to supply Japan it 
self or to export to the US, now 
that the yen has weakened Asean nations 
could find themselves relatively worse off 
than before, in the view of some of Tokyo's: 
leading Southeast Asia watchers. The fac 
that Asean’s exports to Japan consist larg 
ly of unprocessed natural resources cou 
prove a further aggravation, since the yen’ 
revaluation — a major boost to the export 
of the NICs — is unlikely to have any signi 
ficant impact on the size of Japan’s marke 
for natural resources. | 
One worry about the future of the 
Japan-Asean relationship — one whic 
makes the investment issue even mor 
crucial — is that the disbursement of gov 
ernment aid to the four major Asean state 
may tend to stagnate, as the result of prob 
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lems at the receiving end rather than on the side of the 
donor. In the past, Japan channelled at least 30% of its total 
aid to Asean, mainly in the form of low-interest-rate yen 


credits. 


But the revelations about aid-financed payoffs to high of- 
ficials of the former Philippine government, revelations 
which followed Ferdinand Marcos’ fall from power in Feb- 
ruary, seem to have placed at least a temporary brake on the 

_ disbursement of Japanese aid throughout the region. 


a 


| 


DE who also happens to be a best-sell- 
— . ing novelist and one of Prime Minister 
. Nakasone’s “brains,” has two very 
specific proposals for straightening out 
Japan's unbalanced economic rela- 
tionship with its Asian neighbours. 
The first is to “force” the Japanese 











far more vigorous incentives for over- 


Sive tax-reform plan which is now 
under consideration by a Ministry of 
Finance advisory committee, of which 
Sakaiya himself is a member. 

The thinking that lies behind 
J Sakaiya's two ideas typifies his tenden- 


» -stron ly practical approach to the is- 
| sues facing Japan. As an ex-Miti offi- 
- Cial and the author of no fewer than 


| five Miti white papers on the econ- | 













omy, Sakaiya is vividly aware of the 


.flating Japan's surplus with the outside 


. world over the coming 12 months, de- _ 


spite the yen's revaluation. 


try's import bill (as a result of lower oil 


cuttin 
port, Sakaiya says. 

But while the first of these is proba- 
bly impossible — because nothing the 
government seems able to think of has 


| of domestic savings — the second is 
.. politically unacceptable. Faced with 
an inevitable rise in the trade surplus, 
therefore, Japan needs to think of ways 
to recycle it, preferably for the benefit 
of developing nations, including its 
own neighbours in Southeast Asia. 
Sakaiya's ideas on how to recycle 
unwanted dollars are based on the 
examples of West Germany and the 
US, both of which went through 
periods of structural trade surplus in 
the post-World War II era. In West 
Germany's case a US$20 billion trade 
surplus was offset, during the 1960s, 





















to take longer holidays — preferably 
in Asia. The second is to incorporate 


. cy to combine an analytical with a . 


forces which are likely to continue in- 


In order to offset what will probas 
bly be a US$20 billion fall in the coun- © 


g | 
. so far helped to reduce the high level 


by an invisibles deficit which reflected 


| seas investment into the comprehen- | 


costs) this year, the government has - 
the alternative of increasing consump- _ 
tion within the domestic economy or . : 
production of goods for ex- - 


» 


A. fundamental problem, according to one well-known 


academic specialist on Southeast Asia, is the limited capacity 


of Asean economies to absorb all of the aid which Japan is in 
a position to offer — at least in projects that make for a 
genuine improvement of living standards at the lowest levels 


of society. Reform of the system whereby Japanese aid is dis- 


heavy spending on *guest workers" — 
foreigners who came into the country 
to supplement a domestic labour 
shortage — and on foreign travel. 
Japan is unlikely to want to copy 
the guest-worker system, given the dif- 
ficulties the government has been hav- 
ing recently in preventing a rise in local 


unemployment. But there should be 


ample scope for increasing the number 
of overseas trips made by Japanese 





Sakaiya: ideas man. 


from the present 4.5 million a year to 
.. at least 10 million by the end of the 


decade, Sakaiya believes. Even if this 


figure were achieved, the number of 


foreign trips being made by Japanese 
citizens would still be only one-fifth as 
many as by West Germans. 


. In order to persuade the stay-at- 


home Japanese to travel, Sakaiya ad- 


vocates the creation of a second Gold- - 


en Week holiday in autumn — paral- 
leling the week-long spring Golden 
Week, which is currently the peak 
period for travel out of Japan. 

He also suggests that Asian coun- 


tries should start tailoring their invest- 


ments in the tourist industry to suit the 
needs of Japanese rather than Western- 
ers. Japanese tourists, he points out, 


find it hard to relax even on holiday 





and so need to be provided with golf 


courses, historically oriented tours, or — 


BE oS Sois 


content to do nothin 





tributed within the Asean nations might help, but would al- 
most certainly take time, according to this observer. 

If proponents of the “regional imbalance" theory are right 
about the possibly divisive impact of greater Japanese in- 
volvement in regional economies, Japan may have to make a 





elaborate shopping facilities to fill up 
empty moments. This is in contrast 
with Western tourists, who are often 


The US remedy for chronic trade 
surpluses during the 1950s was to use 
the money for military spending and 


overseas aid — of which only the sec- 


ond item seems likely, in Sakaiya's 
view, to be a serious possibility for 
Japan. He believes Japan's budgetary 


constraints make it unlikely that the 


government will sharply increase offi- 
cial development assistance beyond 
currently planned levels. But he does 


believe privately financed aid — in 


other words, direct overseas invest- 
ment by Japanese companies — could 


be greatly increased through suitable . 


government measures. 
The creation by Miti of an invest- 
ment-insurance fund (to supplement 


its existing export-credit insurance à 
fund) would be one such move. 


Another might be an increase in the 
size of the tax-free reserve, or jumbi- 


kin, that companies are allowed to ac- 


cumulate as an internal insurance 
against overseas-investment losses. 
Under the current system, a com- 
pany can put a sum equivalent to 10% 
of the value of its overseas investments 
into a tax-free reserve in five annualal- 
locations of 2%. Sakaiya would like to 
see the ceiling raised to 30%, and to in- 
clude shareholders and main banks of 
companies that invest abroad (as well 


-as the principals themselves) in the 


system. 

Sakaiya believes it may be *very 
hard indeed" to get approval for a 
change in the Japanese tax system that 
would be aimed specifically at en- 
couraging investment in developing 
countries. But the alternative — of let- 
ting Japan pile up its surplus funds in 
overseas portfolio investment, or in 
property and securities at home — 
could be still more dangerous. 

Japan's present plight, as a rich na- 
tion with nowhere to invest, parallels 
that of the US before the 1929 Wall 
Street crash, Sakaiya suggests. If no- 
thing is done to divert the money that 
is washing around the economy into 


more useful channels, historians could 


find themselves writing about the 
Tokyo Crash of 1987 or 1988. 
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The Marcoses in exile: brake on aid. 








major effort to correct the imbalance by deliberate *guid- 
ance." A senior official of the Foreign Ministry's Asian af- 
fairs bureau suggests that it may be possible actually to direct 
_ some major companies to place offshore investments in some 
of the larger Southeast Asian countries rather than in the 
NICS, so as to ensure fair shares for all. 

The same could well be true in the case of China, though 
disillusionment about some of the day-to-day problems of 
doing business in the people's republic seems to be dampen- 
ing much of Japan's earlier enthusiasm. 

However, the long-term evolution of Japan's economic 
relationship with the region will clearly have to depend on 
something more solid than official nods and winks. The hope 
is that as Japan steps up its investments in all the main areas 
— thereby promoting both the export capacity and the pro- 
pensity to import of China, the NICs and Asean — interac- 
tion between the three main regional *blocs" will grow fast 
enough to offset any mutual recriminations about favours re- 
ceived, or not received, from Japan. 

Japan's role in Asia will have been fully realised when the 
region has moved far enough along the path of economic 
development for a multi-polar pattern of relations to replace 
the present bi-polar relationship centring on Tokyo. Until 
and unless that stage is reached, Japan will retain the main 
responsibility for seeing to it that the world's potentially most 
dynamic region keeps on growing. O 
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Japanese and Chinese negotiators at Canton fair: less enthusiasm. 
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THE NICS 


Bits and pieces 
of a promising 
surge in sales 


By Bruce Roscoe 





he approximately 40% appreciation of the yen against 
the US dollar and linked currencies of the Asian NICs 
— Singapore, Taiwan, South Korea and Hongkong — 
is already speeding up some Japanese investment decisions in 
favour of relocating industrial production to this group — 
particularly Taiwan. 

On the trade front, 
however, the recent US 
move to hit the dollar and 
raise the yen in order to 
make US exports competi- 
tive appears to be produc- 
ing more irony than dent 
in Japan's ballooning cur- 
rent-account surplus. 
While some US exports to 
Japan, in the agriculture 
and forestry sector, are 
rising, imports of semi- 
and finished-manufac- 
tured products (items the 
US would prefer to ship 
to Japan) from the NICs 
are now starting to 
surge. | 

Largely as a result of 
the high yen, this year's 
economic-growth fore- 
casts for some Asian 
NICs have been revised 
upwards. Taiwan's Jan- 
uary-March exports re- 
corded an 18% increase 
over the same period a 
year earlier, while the 
country's real economic 
growth rate is now ex- 
pected to be 8%, com- 
pared with an earlier fore- 
cast of 5.5%. South 
Korea has revised its 
forecast for real economic growth from 7% to 8.5%. 

Japan's imports from the Asian NICs in March reached 
US$6.76 billion, 26.9% up over the March 1985 total. Part of 
the increase was attributable to imports of Japanese-brand 
products made by agreement with Asian manufacturers. Im- 
ports in the April-October 1985 period had declined an aver- 
age 4.8% over the same period in 1984, but since November 
1985 the pick-up has been rapid. In January, imports rose 
9.2%; in February, 15.3%, and in March, 26.9%. South 
Korea boosted manufactured exports to Japan by 31.396 to 
US$3.36 billion in March, as Taiwan's jumped 23.495 to 
US$2.22 billion. Between them, Taiwan and South Korea 
E ge 80% of Japanese imports of manufactures from the 

s. 

Most of these imports were of steel, precision machi- 
nery, office and electronic products and chemicals. But the 
rise in production of Japanese-brand products also helped, 
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and consumer-electronics companies such as Toshiba re- 
ported a growing number of requests from NICs manufac- 
turers for commissioned production of Japanese goods. The 
South Korean electronics giant, Samsung, said Toshiba is 


offering most attractive terms for the production of Toshiba 


TV sets. 

A Japanese newspaper correspondent recently got the 
picture when he visited a medium-sized South Korean 
machine-tools maker in Seoul. The company had 
just received an order from Japan worth 
US$200,000. The correspondent observed no dif- 
ference in South Korean and Japanese quality — 
but the South Koreans’ price was 40% lower. 
South Korean general-trading houses such as 
Daewoo and Lucky Gold Star reportedly have 
formed project teams charged with increasing ex- 
ports to Japan. 

Alps Electric Co., Okaya Electric Industries 
and Taiyo Yuden Co. are examples of companies 
expanding their NICs-based parts production. 
Okaya Electric for some time has been importing 
500,000 condensers a month from a South Korean 
electronics manufacturer and recently decided to 
increase the order to 1 million units. Taiyo 
Yuden, similarly, plans to boost condenser and 
coil production in Taiwan and South Korean fac- 
tories. Alps Electronics in February sent a re- 
search team to both countries to assess prospects 
for importing a variety of switches. and tuners. 
These companies rationalised their operations to hold profits 
when the yen rose to ¥200:US$1, but they say further cost- 
cutting is impossible. 

Japanese traders in semiconductors and integrated cir- 


‘cuits, too, are turning to Taiwan for increased supplies at 


prices 20% below domestic levels. Taipei-based UMC, set up 
only in 1980, has emerged as a key supplier. Japanese com- 
panies rank UMC No. 42 in terms of world semiconductor 
sales, but believe that within three years it probably will 


climb to No. 30. UMC's 1985 sales reached US$33 million 


and the Japanese industry predicts they will grow to US$45 
million this year. 

Also in Taiwan, Japan's top office-automation manufac- 
in April sealed a deal with the Electronics 
Research and Services Organisation, or Erso, to import com- 
puter components from Taiwan companies associated with 
Erso, a semi-government organisation. Ricoh says these 


parts are 30-50% cheaper than their Japanese equivalent. 








| NEC Home Plecizonics Co. has begun to step up imports ot 




















eee —»—— SSF 





colour TV parts from Taiwan, finding prices nearly 40% 
lower than at home. 

Although there are other examples of increased sales 
for NICs exporters in Japan, such exports are nearly all of 
parts, not finished products. This pattern of trade will not 
change the dominance of Japan in the production of value- 
added manufactured products for its home market, but by 
creating a string of NICs parts-producing satellites, Japanese 
manufacturers will be able to control — to a worrying extent 


JAPANESE INVESTMENT IN THE NICs 
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— the Asian regional structure of some manufacturing. 

This subjugation and gearing of manufacturing capacity 
to Japanese needs, according to the dictates of its own and 
foreign markets, could result in the formation of a multi- 
tiered subcontracting system akin to the Japanese model, 
where costs are kept down by keeping in line competing sub- 
contractors. 


hile all major Japanese electronics-component manu- 
facturers have some foreign-based production faci- 


lities, the volume of home-based production in most 
cases still exceeds 70% of total output. The foreigners have 
been a convenience, not an urgent necessity. A Nomura Re- 
search Institute study found that dependence on foreign parts 
production for Alps Electric in the year ended 31 March was 
8.3% ; for Matsushita Electric Components, 9% ; Murata Manu- 
facturing Co., 12%; TDK Corp., 13.5%; Rohm Ltd, 19%; 
Taiyo Yuden, 19.5%; Futaba Corp., 21.5%; Foster Electric 
Co., 25%, and Mitsumi Electric Co., 30%. Toko 
Inc. was the exception, with dependence of 49%. 

South Korea is losing no time in taking advan- 
tage of the yen's strength to compete head-on with 
Japanese carmakers in overseas markets. US and 
European carmakers appear to have acted with 
equal haste in securing car production and parts in 
South Korea and Taiwan. GM ofthe US is planning 
to import Daewoo compact cars from next year and 
hopes to double first-year imports of 80,000 to 
160,000 units. Ford Motor is entering into a joint 
venture in Taiwan in July to produce 30,000 cars a 
year for the Canadian market. 

Japanese carmakers, already behind South 
Korean rivals in Canada's small-car market, fear 
being squeezed out of some markets by the South 
Korean and Taiwan assault. GM, Ford and Renault 
are also. switching from Japanese to Taiwan 
suppliers for electrical fittings. 

Aside from the surge in NICs imports, Japanese 
manufacturers are worried about losing foreign 
markets for products other than cars to competition 
from its neighbours. There is particular concern 
over the increased competition for the Chinese mar- 
ket, though China has of late been tightening up on 
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mports to conserve foreign exchange. South Korea, Singa- 
pore and Taiwan increased exports to China in 1984 by 72%, 


15% and 171%, respectively (the figure for Taiwan is calcu- 
lated only from exports shipped via Hongkong). Respective 
growth in exports to Japan was 35%, 13% and 27%; to the 
US, 2795 , 2396 and 29%. That this growth in NICs exports oc- 
curred when the yen was relatively low underlines the inten- 
sity of the competition Japan now faces. 

Neither Hongkong nor Singapore appear to have drawn 
nearly as much business interest as Taiwan or South Korea, 


though in one line of personal computers, a Hongkong com- | - i 
pany is taking on Toshiba in the US. Toshiba says the 
machine is identical to its own IBM-compatible, portable 
T1100 model. The Japanese major said it has not been ableto | | 
meet US demand for its own model, priced at US$1,999 | .— 


against some US$3,000 for the IBM product; it suspects the ! 


Hongkong concern knows of its production shortfall. The ^ 
Hongkong clone of the Toshiba clone costs US$1,599. " 
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However, Asian NICs are dependent on 
Japan as a source of advanced electronics com- 
ponents and a broad range of industrial-man- 
ufacturing equipment, and they face huge cost 
increases in importing these. Rather than con- 
tinue to pay in inflated yen, however, the NICs 
are starting to look for alternative sources of 
supply. 

The South Korean Government moved first, 
announcing plans to look for European and US 
suppliers of 30 industrial, electronics and chem- 
ical products currently imported from Japan. 
Seoul calculates that if imports are not sourced 
away from Japan, its trade deficit with that 
country will rise 30%, to US$4.1 billion this 
















Being a part of it... 


apan’s dominant economic role in 

J East Asia can, and should, be al- 
lowed to fade as China emerges as an 
economic power in its own right, ac- 
cording to Myohei Shinohara, the dis- 
tinguished economist who presides 
over the Japanese Government-run 
Institute of Developing Economies. 


But Japan still has a vital role to per- 


form in promoting structural change 
within the region. 
Shinohara suggests that a Japanese 
— think-tank — preferably not one run 
by the government — could provide a 
valuable service by drawing up a re- 
gional-development scenario which 
could serve as a blueprint for shifting 
some of Japan's more basic industries 
to Asean and the NICs. He also be- 
lieves that the government badly 
. needs to take an integrated approach 
. to the restructuring of the country's 
own economy in order to further 
changes elsewhere. : | 
The attack on agricultural protec- 
. tionism advocated by several countries 
at the Tokyo Summit in early May 
could open up exciting prospects for 
farm exports by Asean and China, 
Shinohara thinks, but Japan's Minis- 
try of Agriculture (MoA), which op- 
poses the dismantling of the protec- 
tionist barriers surrounding Japan's 
own agriculture, is a *very powerful" 
ministry. One way to deal with this 
problem might be to set up a single in- 


dustry ministry, or sangyosho, by a 


merger of the MoA with Miti, which 


. could adopt a national, instead of sec- 


. toral approach to some of the prob- 
lems facing the Japanese economy. 


" . Shinohara's personal vision of - 
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sance could be still 


 titive exporters of 
some of the ma- 


events in Asia during the next decade 
or so includes a faster-than-expected 
recovery by Asean from its current re- 


cession as the world moves out of the 


phase of ultra-low commodity prices 


which was provoked by the reaction of © 


major developed — countries’ 
economies to overheating in the early 
1970s. When growth starts again, how- 
ever, he does not believe that either 
the US or the Japanese market will 
loom as large on Asean’s horizons as 
they did in the past. 

China’s commitment to the quad- 
rupling of its industrial and agricul- 
tural production by the year 2000 
should turn it into a major import 
market for Asean primary products 
and semi-processed industrial goods, 
whereas Japanese 


demand for such — addidit 


goods may con- 
tinue to lag as its 
economy slows. 
China's role in 
helping Asean to 
experience an 
economic renais- 


more important if 
the Asean coun- 
tries succeeded in 
turning them- 
selves into inter- 
nationally compe- 


chinery that will 
have to be import- 
ed to meet Pe- 
king's production 
goal. er 








which it was formerly an overwhelm 


come more and more crucial. 





Shinohara: seeking change. 





































The prospect facing Japan, say 
Shinohara, is that it will continue t 
lose market share in the NICs for som 
of the basic industrial products of 


ingly dominant supplier — thereby. 
gradually sesion from the role of- 
an economic nucleus in the region. As- 
Japan's trading role fades, howev 
its function as an investor ought to b. 


Shinohara feels Japan has a major. 
responsibility as Asia’s largest and 
rently most powerful economy to act 
a catalyst for industrialisation in Asean 
But he does not believe that Japanese 
industry — or even the government — 
can make such a move without help 
from one very important source: the 
biggest single reason why Japanese in- 
vestment in Asia has lagged in the p 


five years, says Shinohara, is that high. 
DEMENS US interest rates. 
‘| have acted as 


| magnet to Japan 
ese capital, substi 
tuting the sterile 
rocess known in 
okyo as zaitech 
for more produc- 
tive kinds of in 
vestment. 2 
US interest 


returning to no 
mal, but until this 


7 ment of its | 
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F . By Charles Smith 


Asean group (which, confusingly, includes 






. could, conceivably, give a fresh start to Asean's 
its deteriorating external-payments situation. 


. just as easily happen. Much may depend on the 
. outcome of a conscious effort which is now being 


. foreign trade. 


year. South Korean imports of Japanese machinery had been 
growing by an average 20% or so a year, but when the yen 
started to soar, South Korean companies late last year appear 
to have been advised to curtail imports. Figures for December 
1985 onwards show declines averaging about 20%. A South 
Korean Government-led buying mission is expected to visit 
Britain, West Germany, France and Belgium later this year. 
Japanese trade analysts see this as a direct follow-up of Presi- 
dent Chun Doo Hwan's European visit in April. 

Ministry of International Trade and Industry officials 
note Japanese direct investment in the NICs is rising, but not 
at the same speed as that in the US and Europe, which is 
being made to thwart protectionist pressures. Typical man- 
ufacturing-investment decisions take from one tó two years, 
these officials say, so the full impact of the yen's strength on 
investment decisions probably will not be known for about 
another year. 

Some Japanese companies are looking seriously at non- 
Asian NICs, such as Brazil and Mexico, as more strategically 
placed than the Asian ones for export launches in the US. 
Other companies are adopting a multi-country production 
base that leaves out the Asian NICS altogether. 

NEC Corp., for example, plans to protect its US market 
for 256K-dram computer chips by producing in Malaysia, 
Britain and the US itself. NEC's Japan-based production of 4 


| ASEAN 


| Upset equations 


spark a new look 


| at old problems 


hile the Asian NICS are riding the crest of a wave in 

W terms of their competitive edge against Japanese 

industry — not just in Japan but in third markets such 

as the US — thanks largely to the yen’s steep appreciation, 

further south, in the largely non-industrial economies of 
Southeast Asia, the picture is rather different. 

The six Asean members have seen both the volume and 





| value of their trade with Japan shrink over the past few years, 


while Japanese investment in the region, though still greater 

than that of any other country, has been stagnating. | 
The upheaval that seems likely to be caused 

by the revalued yen in regional trade patterns 


efforts to step up industrialisation and improve 


But analysts in Tokyo feel the opposite could 


made in Tokyo to rethink the basis of relations 
with Southeast Asia in line with the region’s own 
aspirations for change in the structure of its 


A glance at the overall pattern of Japan- 
Asean relations as revealed in trade statistics 
and investment and aid flows might suggest that, 
far from having anything to worry about, the six 
should be grateful for what they already have. 
In contrast with the four Asian NICs, which 
have been chalking up deficits in their bilateral 
trade with Japan for almost two decades, the 
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million of the chips for export to the US will soon break down _ 
into 2 million produced inside the US and 1 million each in 
Malaysia and Britain, where they will be assembled from 
"legs" and wafer boards imported from Japan. But this plan 
was conceived initially to avert dumping charges. NEC 
thinks US trade criticism of Japan has become rather per- 
sonalised and it does not believe American trade or industry 
officials would take either Malaysia or Britain to task over 
low-priced chips. 

Electronics-industry analysts do not expect Japanese 
manufacturers to make many new investments in Asian 
NICs, mainly because all of them already have sizeable pro- 
duction operations in those countries. As at 1985, J apanese 
companies belonging to the Electronics Industries Associa- 
tion of Japan wholly or partly owned 224 companies in Asia, 
173 of those in the NICS, by far the largest concentration of 
Japanese overseas manufacturing. The number for Europe 
yas 36; North America, 55; South America, 38, and others, 

However, Japanese companies are moving to revamp 
existing Asian-based production facilities in order to estab- 
lish export-launch points beyond Japan. Toshiba is one such: 
until now it used its Asian manufacturing operations mainly 
to supply the country in which the factory was located. Since 
the yen’s steep increase, Toshiba has been conducting feasi- 
bility studies at most its Asian plants to assess the viability of 
directly exporting production to the US. R] 


Singapore — counted among the NICs) is in chronic surplus. 

Japan's imports from the region have exceeded its exports 
by US$4.5-9 billion during each of the past five years, making 
Asean the single largest creditor among Japan's foreign- 
trade partners as well as its second-largest trade partner over- 
all (that is, viewing Asean as a single unit). However, the im- 
pression of solid prosperity which is conveyed by a superficial 
glance at the trade figures has to be modified in the light of 
more detailed analysis. 

One point to emerge from a country-by-country break- 
down of trade flows is that, in most recent years (though 
not in 1985), Japan's bilateral trade deficit with Indonesia 
has been equivalent to more than 100% of its deficit with 
the region as whole — in other words, the rest of Asean is in 
the red on its trade with Japan. A second and more serious 
problem concerns the weight of energy products in Asean ex- 
ports. 

According to an estimate by Mitsui and Co., Asean would 
have been in overall deficit with Japan to the tune of US$7.6 
billion in 1984 without the contribution to export earnings of 
energy products (oil, natural gas and others) produced by In- 
donesia, Brunei and Malaysia. Put another way, this means 
the halving of world oil prices during the past 12 months 
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(Changes in Japan's imports from Asia, April-June 1985 over 
April-June 1982) 
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A second major factor 
in the situation- is- that, 
whereas US companies - 
have long used Asean as a. 
low-cost offshore-produc- 
tion base for electronic 
parts and other industrial 
components, Japan has 
tended either to place such 
investments in the North- 
east Asian NICs, or to use 
automation as a means of 
cutting production costs at - 
home. Japanese invest- 
ment in Asean, by con- | or 
trast, has focused mainly on import-substitution projects 
aimed at domestic markets, with most emphasis on textiles 
and fabricated-steel industries and only marginal attention 
going to more sophisticated sectors such as car assembly and 
home electronics. | | > 

. The system of using Japanese investment in import-substi- 
tution joint ventures to create an "instant" industrial base in 
countries such as Indonesia, Thailand and the Philippines had 
led to a situation by the early 1970s where Japan was the No. 1 
foreign investor in two of the four major Asean nations, and 
where Indonesia ranked second (after the US) in the league 
table of overseas destinations for Japanese investment. 

But the huge Japanese investment presence in the region 
has shown signs of becoming a liability rather than an asset in 
the past few years, as markets have reached saturation point 


DECLINED 
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and a series of local devaluations ha 







e upset the balance be 
tween the local-currency revenues earned by investors and 
their foreign-currency-denominated obligations. Mean- 
while, even the most enthusiastic promoters of the import- 
substitution strategy within Asean itself appear to have 
begun to feel during the past year or two that the time has. 
come for a change. | 

A key reason Asean's economic policymakers no longer 
see much future in the idea of basing the region's growth on. 
exports of raw materials and imports of capital equipment — 
which then produce goods to feed the local market — is that 
falling world commodity prices have reversed what was pre- 
viously a highly satisfactory relationship between prices paid 
for imported machinery and those earned from resources ex- 
ports. $ * 

But the downturn in world commodity. prices does not 
seem to have been the only reason for Asean's change of 
heart. The emergence of China as a major resources exporter 
to Japan — to alarge extent at Asean's expense- 
has provided pressing reasons for replacing th 
old resources-based development strategy wit 
something bolder, if also considerably more 
risky. A final and even more pressing reason for 
change is that yen revaluation has upset almost a 
the equations. on which the region based its tra 
tional economic relationship with Japan. 

























































the US dollar and a majority of Asian cu 

| rencies over the past six months has face 
. Japan's trade partners in the region with a swing 
and-roundabouts situation wherein they must p 
substantially more for imports of machinery ar 
¿capital goods. from Japan, but can in turn expe 


T^ dramatic appreciation of the yen agai 


— provided they have processed or manufactured goods t 
sell. a) "m" at County ada teen. i 
Compared with the Asian NICs (again, including Si 
pore), which have been involved for decades in the busi 
of promoting economic growth through the export of mal 
ufactured goods, the four major Asean nations seem poor 
placed to take advantage of the plus side of the yen equatic 
as it affects Japan's Asian trade partners. A rapid increase: 
Japanese investment in the region, aimed at exports ratl 
than import substitution, could, however, enable them | 
make up for lost time. m s 
lapan's response to Asean's plea for increased expor 
oriented investment seems, so far, to have been broadly sym 
pathetic despite the grumbles of established investors abo 
the heavy losses.they have incurred on some of their olde 
ventures. But Japanese private-sector analysts, : 
well as the handful of bureaucrats at central-gov- 
ernment level who are concerned with the prol 
lems of Southeast Asia, see two major problems 
with “engineering” a new flow of capital inv 
ment into Asean. The first is that the governme 
‘though perfectly capable of introducing tax 
other incentives to encourage overseas direct i 
vestment generally, has no means at its dispos 
(other than informal word-of-mouth guidance) 
induce companies to locate plants in a particul 
area. "LN S | 
A more serious set of problems cited by J 
panese bureaucrats has to do with the situat 
on the ground in Southeast Asia. According. 
officials àt the government-owned Eximban 
the spoken. wish of governments such as those 
of Indonesia. and Malaysia to induce export 
oriented investment from Japan still contrasts 
sadly with actual conditions — such as limit 
tions on the ratio of a foreign joint-venture com 
pany's capital which can be owned by the fori 
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partner or restraints on the foreign partner's right to take 
part in local marketing (often the most profitable part of the 
business). i 

The same officials note that in the past two or three 
months both Indonesia and Malaysia have shown signs of 
wanting to improve their foreign investment environments 
but the feeling is that there is still a long way to go. 

A more fundamental reservation in the minds of Japanese 
bureaucrats concerns the industrial-development strategies 
of the Asean governments, or at least 
of the four main countries, whose 
economies remain primarily resources- 
based. According to one of the mem- 
bers of a study group set up recently to 
advise Foreign Minister Shintaro Abe 
on policy towards the region, the Asean 
governments have failed to follow the 


own 


st in North-Sou 
rally and in the prob- — 
in particular. This has and 
centuate what would any- _ pas 
egative impact o 
es and on Asea 
wide | 






Bl example of Northeast Asian NICs in setting up the support - 


industries even for the import-substitution industries it has so 
far promoted (such as components for the motor-assembly 
industry). 

Several Asean governments have announced policies of 
"learning from Japan," another official sardonically noted, 
but at the current stage of the region's development a "learn 
from South Korea" policy might be more appropriate. By 
following such a strategy, Asean might, in the not-too-distant 
future, be able to close the yawning gap between itself and 
the NICs. u 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you — through technology transfer, 
industrial projects, and the supply of industrial goods. 
We know the future depends on it. 


KOBELCO 


Wherever you find progress 
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achieves one of the 
| lowest drag 
coefficients ever— 
0.31. 





DIMENSION 


Artistry 


A well-known writer once remarked, ““The 
beautiful rests on the foundation of the 
necessary.” 

We couldn’t agree more. Just as we 
believe that necessity is indeed the mother 
of invention. 

The Nissan 300ZX is an example of 
how we put what we believe into practice. 
Its not just beautiful, it's beautiful with 
a purpose. 

The graceful and ele- 
gant body lines of the Nissan 
300ZX aren't there solely 
for aesthetics—they re there 
also for aerodynamics. 
From the downward curve 
of the nose. The slant of 


The Nissan 300Zx the windshield. The smoothness of the walls. 


Everything has been meticulously thought 
out to minimize air turbulence and manage 
airflow to your advantage. 

So whether you're weaving in and out 
of traffic or cruising on the motorway, you 
ride, not struggle with the wind. And it's 
been proven that the more aerodynamically 
efficient your car is, the better the perform- 
ance and fuel economy. 

In short, there's more to the beauty of 
the Nissan 300ZX than meets the eye. It's 
a work of art with a practical value, an ideal 
marriage of form and function. 

And it succeeds because it has that 
intangible yet very real quality that makes 
a Nissan what it is— The Nissan Dimension. 


uality in motion 
5:4 NISSAN 
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Kuwait 

| With our home in one of the Middle East's 
foremost financial and commercial centres, we're 
well-placed to act swiftly and responsively i in the 
financial markets, project financi ng and real estate 
development. 


Foreign 
Our operations take us into over 20 countries 


^ inallfivecontinents. In these foreign parts (foreign 


" but not strange to us), we are involved in projects 

that range from mining and manufacturing to 

. tourism, hotel management, banking and 
agriculture. 


Trading 

By tradition, Kuwaitis are traders and our 
institution is no exception. 

Financing international trade is one of our 
specialisations. Securities and foreign exchange 
dealing are among our daily activities. 
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Contracting 

Though not building contractors as such, we 
are involved in all aspects of real estate including 
design, construction supervision and management. 


Investment 

We are a diversified financial institution as 
active in the international capital markets as in 
portfolio management for institutional and 
individual clients. 


Company 

On the outside, our activities might look 
diverse, but we are a company of eoncerted and 
co-ordinated skills and resources. Taken 
individually or together, they could mean a great 
deal for you. 


Kuwait Foreign oe Contracting 
& Investment Co. (S.A.K.) 

P.O. Box 5665 Safat, Kuwait. 
Telephone: 2449031 Telex: 22021 


A creative approach to finance 








DKB. Japans largest bank. 
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International financial services? 


We 


40,000 
[3] Total Assets 
E Total Deposits 


30,000 (Unit: Billion Yen) 
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talk your language. 


We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $165 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 
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The ‘big player 
as an unloved 
but vital partner 


By Susumu Awanohara in Hongkong 


any in Asean feel that Japan has taken them for 
M granted. Since Prime Minister Yasuhiro Nakasone's 

tour of the six member countries in 1983, Tokyo has 
been busy attending to trade pressures from the US and 
Western Europe, deepening relations with China and the 
Middle East and making new friends in Africa and South 
Asia. 

The Japanese had their reasons for these priorities, in- 
cluding the very nature of the Japan-Asean relationship, 
which had broadened and improved to a degree unimagina- 
ble a decade earlier when demonstrations and riots greeted 
then prime minister Kakuei Tanaka on his 1974 Asean tour. 
But the Japanese are now seen to have neglected their closest 
friends in Southeast Asia — just 
when they were suddenly feel- 
ing vulnerable, faced with the 
worst economic crisis in several 
decades. 

The immediate problems 
Asean leaders saw were economic 
(but with serious social and politi- 
cal implications), and they expect- 
ed Japan, as their biggest econo- 
mic partner, to assist. They were 
less interested in debating heart- 
to-heart relations with Japan, 
Tokyo’s position on Cambodia or 
the Pacific basin community, 
Japan’s defence of its sea lanes or 
its political/defence roles in the re- 
gion — topics which a succession 
of Japanese prime ministers after 
Tanaka had brought to Asean on 
their pilgrimages. 

Asean government officials 
and business leaders concentrated 
their demands on improved mar- 
ket access for specific products 
and on increased — or at least 
stable — investment. On both 
counts, they have been disap- 
pointed by Japan’s response. 

There is acknowledgment in Asean that the Japanese 
have helped, albeit not always out of altruism, in the areas of 
human-resources development and marketing of Asean pro- 
ducts in third countries. It is also realised that the Japanese 
are not necessarily stingier than others in transferring tech- 
nology, as is often claimed. 

Above all, Asean’s understanding of Japan and the Ja- 
panese has increased greatly. Singapore’s “learn from 
Japan” campaign and Malaysia’s Look East policy no doubt 
contributed to this understanding — though Asean critics of 
Japan, too, now have a more sophisticated understanding of 
how “Japan is as much a failure as it has been a success,” as 
one put it, and thus is not a valid model. 

*Despite all this, the Nakasone government managed to 
make some Asean products — Indonesian plywood, Thai 
boneless chicken, Malaysian palm oil and Philippine bananas 
— symbols of Asean’s battle against an intransigent Japan to 
gain greater access. For years, Asean governments had re- 
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Nakasone with Prem, 1983: different priorities. 
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quested tariff reduction on these items; Tokyo was slow to 
oblige, explaining it had also to look after domestic produc- 
ers of the same or substitute items. 

As the regional economic downturn set in during the early 
1980s, and as Asean's expectation of special Japanese consid- 
eration — and its subsequent sense of betrayal — grew, these 
products became emotional rallying points. In Indonesia, the 
fact that Japanese tariffs on softwood plywood (which Japan 


buys from the US) are three to five percentage points lower - 


than on tropical-hardwood plywood, added to the discon- 





tent. In Thailand, growing impatience over the chronic | — 


trade imbalance in Japan's favour strong fuelled feel- 
ings about boneless chicken — actually only a small trade 
item. 

The series of measures introduced by Nakasone to reduce 
Japan's trade surplus, culminating in the so-called action pro- 


gramme of July 1985, was seen as too little, too late for I 


Asean. Tariffs on most Asean items were finally reduced; the 


new rates were 14% on boneless chicken (down four points), | 


zero on palm oil (from 3%) and 12.5% in April-September | | 


and 25% in October-March on bananas (down five and 10 © 
points, respectively). Duties were also cut to 28% for frozen |. 


pineapples and to 7.2% for castor oil — both Thai items. 
Tariff reduction on some manufactures, including clothing, 
was also expected to benefit Asean countries. 

But all that was promised on 


said that “while monitoring the ef- 
fects of [measures to help domes- 


consider reduction of tariffs on 
plywood, etc., 


wood . . ." Indonesian officials 
and businessmen from President. 
Suharto down felt slighted. 

Such procrastination gave 
focus to the general Asean feeling 
that Tokyo tended to respond 
more readily to pressure from the 
US and Europe; the latter were 
granted reduced rates on a wide 


programme, including car parts, 
medical and 
equipment and some clothing. 
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This reinforced Asean's frustration over the recent | 
dramatic decline in Japanese direct investment in the region, |- 


in both absolute and relative terms, even while Japan was es- 


tablishing itself as a major international investor. In fiscal | 


1984 (ended March 1985), Japan's investment in Asian coun- 


tries generally dropped or stagnated, with China being the | 


most striking exception, experiencing a 38-fold increase. The 
decline in Asia's share of Japanese investment has been par- 
ticularly marked in manufacturing ventures. 

Japan has now clearly overtaken West Germany to be- 
come the third-biggest world investor after the US and Bri- 
tain. Given that the effects of the stronger yen on its trade 
balance will be largely offset by lower oil prices and Japan 
will therefore retain a large trade surplus for some time, Ja- 
panese capital will continue to flow to the rest of the world, 
via direct investment or otherwise. 


But this by no means guarantees that investment will keep | 


flowing to traditional host countries in Asia. Many of these 
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tic forests and forestry industry], |. 
the government intends to fully - 


including pro- | 
ducts made of softwood and hard- | 


range of manufactured and ag- 
ricultural products in the action © 


communications | 


plywood — by far the biggest of | 
the Asean items and the most | 
politically sensitive one in Japan | — 
— was that an unspecified reduc- | - 
tion will be effected from April | | 
1987. Just before the action pro- | 
gramme was announced, Tokyo | 
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_ ginning to find developed host 


| point which anti-regime elements 
.. in Asean have long made but the 


. and that the Japanese have an obli- 


countries became choosier and 
tightened investment regulations 
when they could ill afford to do so 
and when the Japanese were be- 


countries more attractive. Some 
Japanese companies have folded 
their operations and pulled out, 
particularly from Singapore, In- 
donesia and the Philippines; 
others are set to follow. 

Such Japanese actions are often 
condemned in these countries as 
opportunistic andirresponsible, as 
well as disruptive. One implication 


MN I 


is that, like it or not, Japanese in- (om ac — 


vestment and economic activity 
generally have political import—a 


establishment has not emphasised. 

Another implication is that 
profit ought not to be the sole 
criterion for foreign investment 


. gation to help their neighbours in 

times of need. Some in Asean insist 

that this is a pragmatic, not moral, 
roblem for Japan; they say it isin the widerinterests of J apan, 


E if not of individual Japanese investors, to set up in the region 


| andhelp keepit prosperous and stable. 
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1 
| _ Asean governments as essential to 
Y à Sopiee of Malaysia's Institute of 


l | said recently: “The role that all of 


| ese to play is to contribute to their 


investment and technology trans- 


certain terms the structure of 


S in: 
Lm it d 


"China fever” and feel their earlier misgivings about 
China's emergence as Japan's economic partner 

are being vindicated. The fear was that Asean would lose 
what China gained from Japan. While China's opening up 
may create new opportunities for Asean — opportunities 
that some Asean leaders, despite slim hopes, pursued vig- 
orously last year — China would compete with Asean in 
the Japanese market, diverting Japanese investment, fi- 
nance, aid and technology from Asean, it was argued. 
Tokyo has tried to assuage these fears, pointing to the 
theoretical possibility that Japan, China and Asean can 
all do better. Experience so far has not convinced Asean. 
Japanese investment and im- 
port liberalisation are now seen by 


TS Asean observers despair at Japan's sporadic 


keeping their faltering economies 
afloat and staving off internal 
threats to security. As Noordin 


_ Strategic and International Studies 
the states of Asean wish the Japan- 


comprehensive security and pros- 
perity through economics: trade, 


fer. In a situation in the Asean 
community where economics is 
security, political and social deve- 
lopment, what the Japanese have 
contributed and the role that 
Japan has played has been nothin 

short of remarkable . i m 
has helped to underpin in no un- 


Asean security." 

The Japanese are now forced to 
accept that they cannot be a big 
economic player i in Asean and at 
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the same time be politically neu- 
tral. Where Asean governments 
do not enjoy authentic popular 
support or where their legitimacy 
is being eroded, their critics will 
attack Japan, too — as was evi- 
dent in the Philippines during the 
final days of Ferdinand Marcos' 
presidency. 

As a member of the major 
league, Japan will be forced to 
take more clear-cut positions on 
regional and international is- 
sues and think through their 
ramifications. And whatever Ja- 
pan chooses to do it will be 
criticised, because its decisions 
will have different effects on dif- 
ferent groups and, indeed, be- 
cause not all critics will be fair or 
consistent. 

While some Asean opinion 
makers are happy to see the Ja- 
panese coming to terms with their 
own influence, they are hoping 
that Japan will not be deluded 
by a new sense of power. The Ja- 
panese are still among the least- 
liked foreigners in Asean and 
they do seem to have a funda- 
mental problem in relating to non- -Japanese, some say. If 
Asean's acknowledgment of its economic dependence on 
Japan is misinterpreted by the Japanese as an admission of 
general inferiority, that could result in serious trouble, they 
warn. 

The influential Japanese monthly Chuo Koron in May tea- 
tured current Asean views on Japan. Prominent Asean writ- 
ers — most of them known critics of Japan — repeated a 
litany of old complaints: that the Japanese abroad were ruth- 
less and devious businessmen, that they live in their own 
ghettos, drive Japanese cars, eat at Japanese restaurants, 
relax in Japanese clubs and stay in Japanese-run hotels, or 
that in Southeast Asia they are sex animals as well as econo- 
mic animals. 

One new point, however, was that Japan now has cultural 
influence on the region — introducing young people to a new 
lifestyle through consumer products, Tokyo fashions, TV 
programmes and popular songs. 
This is not necessarily considered 
bad, though a loss of local identity 
is feared. 

Almost all the Asean writers 
said there were exceptions to the 
negative stereotype and expressed 
an apparently genuine desire to 
establish true friendship with the 
Japanese. Having criticised Japan- 
ese economic aid for Marcos, the 
Philippine writer requested aid 
for the new government and ap- 
pealed for “understanding . be- 
tween friends." The Thai writer 
beseeched the Japanese to realise 
that *we Southeast Asians are real 
human beings like yourselves" and 
hoped that the two would one day 
become “equal partners within the 
same Asian family." 

Given the nature of Japanese 
penetration into Asean, such 
friendship will take time to deve- 
lop. Perhaps a more realistic ob- 
jective would be to avert another 
flare-up. 
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PACIFIC GROUPINGS 


The search goes 
on for a sense 


of community 


By Bruce Roscoe 


apanese businessmen and academics are now taking the 
J lead in putting foward Japan’s position on the creation 
of a Pacific economic community, a grouping that would 
recognise the Pacific as the world’s fastest-growing economic 
zone and enhance members’ development within it by imple- 
menting mutually beneficial policies. 
The earlier, political promotion of such a community has 
E unworkable for J apan, largely because of smaller 
acific nations’ fears of Japanese economic dominance; but 
that does not seem to have diminished Japanese interest in 


-the concept itself. 


Development of the concept has passed through three 


Jn Ee phases, noted a 1985 Pacific Basin Economic 


Council (PBEC) paper. The first phase witnessed contribu- 
tions mainly from Japanese individuals, such as economist 
. Kiyoshi Kojima, who advanced a proposal for a Pacific free- 


| trade area, or Pafta. Australians and North Americans 


joined the discussion and from 1967-79 a number of groups of 
academics and businessmen emerged to set a discussion pro- 
cess in motion. The PBEC, a Pacific businessmen’s club, was 
set up in 1968, and bilateral business perspectives put in a 
multilateral context with the first Pacific Trade and Develop- 
ment Conference in 1968. 

The third and most interesting phase dates from Sep- 


. tember 1980, when a Pacific Com- 
. munity Seminar was held in Aus- 
. tralia. This launched what is now 


known as the Canberra process, 
annual tripartite meetings, call- 
ed Pacific Economic Cooperation 


E businessmen and govern- 
ment officials. While the Pacific 


ed on research and dialogue, the 
new objective would be to estab- 
lish what the seminar called an 
"evolutionary process," meaning 
it was premature for Pacific na- 


tional or organisational matters. 
This approach has worked, with 
. nearly all interested nations sup- 
_ porting the tripartite format. Na- 
tional committees for PECC par- 
ticipation have now been estab- 


wan, Australia, New Zealand, the 
. US, Canada, Thailand and In- 
- donesia. Remaining Asean 
countries have set up committees 
to join the PECC process. 

One of the most cogent dissent- 
ing views on a Pacific economic 
| community, asfirst proposed by Ja- 
. panese and later Australian aca- 
. demics, was prepared by Alfred 
` Reifman, a senior specialist in in- 


 ternational econo- 
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mics for the US 
Congressional Re- 
search Service. 
Reifman was pre- 
senting an opposing 


position to that 
adopted in An 
Asian-Pacific Re- 
gional Economic Or- 


ganisation: an Ex- 
ploratory Concept 
Paper, written in 
1979 for the US Sen- 
ate Foreign Rela- 
tions Committee by 
Prof. John Drysdale 
of the Australian 
National University 
and Prof. Hugh Pat- 
rick, a Yale Univer- 
sity economist. 

The Drysdale/ 
Patrick paper advised that the US Government should recog-. 
nise that, increasingly, its economic and strategic interests lay in 
the Pacific region and therefore should join J apanand Austra- 
liain promoting the formation ofa regional economic grouping— 
otherwise this might go ahead without American participation. 

Reifman argued that a regional grouping would run 
counter to the universalist approach which had been success- 
ful and reflected the interdependence of the world, not re- 
gional, economy. This was recognised in the Gatt, where 
substantial progress for a world free-trade area was being 
made; in the IMF, and in the OECD. 

The US, Japan, Canada, Australia and New Zealand al- 
ready belonged to the OECD, of course, the purpose of 
which was in any case to bring together industrialised nations 
whose economic acitivity and policies significantly affected 
other countries. These countries did not need another forum 
to talk to one another, Reifman contended, and a competing 
organisation existed in the form of 
the Economic and Social Council 
for Asia and the Pacific. 

But Reifman hiton anow com- 
monly shared objection with the 
argument that another regional 
organisation could be viewed by 
the so-called Group of 77, the de- 
veloping nations' organisation, as 

"dividing them by taking the mid- 
dle-income, successful economies 
[such as South Korea, Taiwan, 
Hongkong and Singapore] out of 
their grouping into a closer politi- 
cal-economic association with the 
US and Japan." 

Reifman concluded: “The set 
of reasons presented for estab- 
lishing a new regional organisa- 
tion seems considerably short of 
compelling. The facts that these 
countries touch on the Pacific 
Ocean and have a considerable 
amount of economic relations 
with each other are not sufficient 
reasons.' 

There is a certain blind quality 
to academic and official J apanese 
appraisals of a Pacific economic 
grouping — the type of blindness 
that got former prime minister 
Masayoshi Ohira into some trou- 
ble with Asean nations during his 
January 1980 visit to Australia | 





 |Ohira: trouble with Asean. 


1984 
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and New Zealand. 
In his haste to thrust 
Japan into the role 
of prime mover for 
the concept, Ohira 
evidently did not 
take into account at 
all the views of 
Asean on such a re- 
gionally politically 
emergent Japan. 

Without consult- 
ing Asean on its in- 
tentions regarding 
the possible Japan- 
ese sponsorship of 
a Pacific economic 
community, Japan 
laid itself wide open 
to charges from 
Southeast Asian 
leaders that it was 
attempting to resur- 
rect something akin to its wartime Greater East Asian Co- 
Prosperity Sphere. Since 1980, the Foreign Ministry has taken 
more care not to appear neglectful of Asean interests. 


Miki: early initiative. FOREIGN PRESS CENTRE-JAPAN 





As for academics, Kojima has devised some astounding 
proposals for regional blocs apart from a Pacific community. 
In his 1977 book Japan and a New World Economic Order, he 
repeats the proposal he bared in 1971 in the book Japan and 
a Pacific Free Trade Area, that Japan, Australia and New 
Zealand should form a bloc which among other tasks could 
extract trade concessions from the US. 

As if that were not improbable enough, Kojima also evi- 
dently failed to see that the creation of a free-trade zone 
along these lines probably would institutionalise Japan’s po- 
sition as an importer of Pacific raw materials and exporter of 
finished products. Smaller Pacific countries wanted to re- 
verse, not reinforce, that pattern of trading, in order to build 
up their own value-added production base. 


onetheless, Kojima appeared to have exerted consid- 
erable influence over former prime minister Takeo 
Miki in Pacific bloc thinking. He accompanied Miki 





N 


on a visit to several Pacific countries in 1965, when Miki 
as foreign minister sought to gauge interest in a Pacific 
economic community. In 1968, Miki proposed the forma- 
tion of an Asian-Pacific bloc at a conference of Japan- 
ese ambassadors to the Asia-Pacific area. This initiative 
took its philosophy from Kojima's 1965 paper, A Paci- 


The no-frontiers men 


| f there are doubts about the viability 

= Tof a Pacific economic community 

|. among some of the region's academics 

and politicians, there is much solidar- 

. ity for the cause among leading busi- 

ness interests in the Pacific which are 

|. grouped to form the Pacific Basin Eco- 
- nomic Council (PBEC). 

A Pacific economic community 
(the acronym PEC is also used to de- 
note Pacific economic cooperation) 
has come to mean many things to 
many people, but to this council of 
Pacific businessmen there is no 
‘equivocation. Such a community 
would not be as structured or regu- 
lated as the European Community, 
nor would it be created as such a 
legalistic entity. : 

As the Pacific's share of world 
trade continues to rise, a community 
of Pacific countries is evolving natur- 
ally, and the businessmen want to act 
as a catalyst to this growth. 

The PBEC is a 1967 offshoot of 
meetings between Australian and Ja- 
panese business groups. It first com- 
prised members from Australia, 
Canada, Japan, New Zealand and the 
US, but now Taiwan and South Korea 
are also full members. Waiting in the 
wings under a regional member com- 
mittee for full membership status are 


Asean, Hongkong, Peru, Chile and . 


Mexico. 
Operating under private auspices 
but maintaining liaison with govern- 


ments and international agencies, the . 
works for - 
economic cooperation and social pro- 

gress throughout the Pacific. Par- - 


PBEC meets annually a 
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ticipating companies now number 850 
from 16 countries. 

Thomas Arai, president of Tokyu 
Hotels International and an active 


member of the Japan National Com- 


mittee of PBEC, is a testament to Ja- 
panese business enthusiasm for free- 
ing up Pacific trade and investment 


through the vehicle of a loose regional 


community. And a more “interna- 
tional" Japanese would be hard to 
find. The London Pitman College and 
Harvard Business School-educated 
Arai has spent most of his professional 
life stitching together Japanese and 
foreign business interests. 


After a stint as Japan Productivity. 


Centre representative in Washington, 
Arai helped set up Sony Corp. of 
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| Arai: energetic internationalist. 


‘cians are concerned with national —— 


proach." m 


. ments the views of the council on 















America in New York. He co-founded 
Blue Chip Corp. in Tokyo in 1962 and 
went on to establish his own merger 
acquisition consultancy, Systems In- 
ternational Inc., in Tokyo in 1970. 

In 1971, Arai assumed the presi- 
dency of Tokyu Hotels International — 
at the request of Noboru Gotoh, chair- — 
man of the Tokyu group, currently — 


president of the Japan Chamber of 
Commerce and Industry and one of — | 
Japan's prime movers for a Pacific — 
economic community. Du 

Arai throws his full support behind 


the PBEC because he believes as an — 
apolitical grouping it can be especially — 
effective. “There are no political ele- — 
ments. That is the beauty of private- — - 
sector involvement," he said. *Politi- — 


boundaries, but we do not have to - 
limit ourselves in that way. As busi- — 
nessmen we take a multinational ap- 


Part of PBEC members’ work isto — — 
impress upon their respective govern- — 


Pacific trade and investment issues of © 
mutual regional concern. Arai said the 
118-company-strong Japan Commit- 
tee is experiencing particular success 
in this regard. “Our voice is heard 
much more strongly than five years — 
ago," he boasted. i 
“Observers from [Miti] are now at- — 
tending the committee’s monthly — 
meetings. We have also had vice- - 
ministers from Miti, the finance, trans- | 
portation and agriculture ministries sit — , 
in, and Foreign Minister [Shintaro] 
Abe earlier this year joined us for a full P 

two hours even though the Diet [par- - 
liament] was in session," said Arai. — 
— Bruce Roscoe . 





EE L a reru YET ee ee 
| 2 2 i aTe 


T: er Eri Se : ee 
| fic Economic Community and the 
i} tries. 

But Kojima’s ideas appeared seriously flawed to sections 

. within the Japanese trade bureaucracy. It seemed he was tak- 

ing a rightwing approach in advocating a free-trade zone ini- 

tially among only the five developed free-market countries 
on the Pacific rim. 

Kojima had noted that intra-area EC trade trebled in 
1958-65, while trade among the five Pacific countries by con- 
trast grew 97%. He later argued that Pacific and European 
trade blocs might unite to form a (non-communist) multi- 
lateral free-trade arrangement. 
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need for Japan to promote regional trading blocs. Ohira 
. took the softer, safer tack of emphasising cultural ex- 
| changes among Pacific partners and greater cooperation in 
a general sense. | 
. . , I here is a considerable rift in opinion between Japan's 
4 . Miti and the Foreign Ministry over the country's role in even 
.| a loosely constructed Pacific community. Miti officials at 
. senior levels have argued that Japan must take a global ap- 
proach in its trading relationships and have tried, success- 
fully, to cool Foreign Ministry fervour for rushing headlong 
into political regionalism. 
A: Miti, which operates a gigantic foreign service of its own 
in the form of the Japan External-Trade Organisation, has 
. been pushing the discussion in the direction of what role 
| Japan might play in the world economy. Miti, in effect, 
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| West gets tou 

! . By Brian Robins 

| A‘ the easy expansion of relations between Australia 
By i 
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and Japan during the era of rapid post- World War II 
Vw growth, Australia now faces considerable difficulties 
| just maintaining its present position, much less further boost- 
| ing its links with Japan. 

| With one country resources-rich and the other resources- 
E 





| poor, there was a natural complementarity in the initial ex- 
| pansion of trade links between the two. In the mid-1970s, 
| two-way trade between Japan and Australia stood at US$7.6 
| billion. By 1985 it topped US$12.5 billion, with additional 
_ growth over the next decade likely as Japan's overall demand 
| for energy is expected to grow. 
| However, as Australia is primarily a supplier of raw com- 
| modities to Japan, it is locked into the low-growth sectors of 
| the Japanese economy, making it increasingly difficult to 
| chart a course for the future. Despite the massive structural 
| change forced on the Japanese economy in the wake of the 
. two Opec oil crises of the 1970s, overall trade volumes con- 
| tinued to grow, largely as a result of Japan switching energy 
| sources as it moved to cut its heavy reliance on oil. 
The challenge, particularly for Austrália, over the next 
decade is to survive another structural shift now being forced 
on the Japanese economy as a result of the significantly 


six months is a clear reflection of the larger role J apan must 
now play in the world economy, highlighting the strength of 
its own economy. 


h 
| 
j 
| 


hes 
— 76 


*1. 
(TOP uc 
s a - , 
é zl =a . : - 


© ve 


- "et d rn 


u 4 
higher yen. The currency’s rapid appreciation over the past |: 


Aero TT se ake fd were eee a : bat 
oe) a” Sel. at LAN En ^e 


bag T "Tu t3. m AT RT En T RS vid Fg ^ jin TA OUO 

At the same time, the US has been putting forward the 
notion that the actual structuring of a Pacific community is 
a task for 20th-century leaders. This has also served as a 
coolant on Japanese factions seeking a regional bloc, as has 
south Korean President Chun Doo Hwan's adoption of the 
concept as an instrument to promote South Korean inter- 
nationalism. 

Such a bias, spurred by uncertainty over the shape of 
China's emergence, was evident in Japanese thinking some 
time before Kojima began to expound the need for Pacific 
blocs. Morinosuke Kajima, for example, a businessmen and 
Liberal Democratic Party (LDP) politician, was actively 
talking about the benefits for Japan in the creation of pan- 
Pacific and pan-Asia groupings in 1960. 

In seizing upon hybrids of such concepts, Japanese lead- 
ers in the late 1970s and early 1980s were looking for a model 
that would enable Japan at once to involve itself more in in- 
ternational affairs and possibly take a leadership role com- 
mensurate with its economic strength. There was a genuine 
fear that without such an initiative, Japan could slip back into 
a nationalist mentality while the world at large became in- 
creasingly interdependent. 

Although, ironically, LDP leaders and Foreign Ministry 
officials appeared to seize upon a nationalist-inspired con- 
cept for this purpose, the concept itself has since undergone 
so much modification that through its promotion in a non- 
exclusive and non-specific way, Japan appears to have de- 
veloped a much greater understanding of the aspirations of 
its Pacific and Asian partners. 


While it is too early to gauge what effect the higher yen 
will have on the Japanese economy in the medium term, 
trade with Japan has become increasingly politicised over the 
past few years as that country's trade surpluses mounted. For 
Australia, along with a number of countries in the Asian re- 
gion, trade with Japan forms a large part of overall trade 
levels and political incursions are causing concern. 

Australia is Japan's fifth-largest trading partner, while 
Japan now absorbs 29% of Australia's total exports. The Ja- 
panese Government is being forced to do some fancy foot- 
work as it juggles the chorus of criticism from the US and the 
EEC over their respective trade deficits with Japan, along 
with the mounting criticism from China, which represents the 
best prospect for future trade growth and thus must be ac- 
commodated. One immediate outcome has been Japan's 
move to try to wind back bilateral commitments in a bid to 


free its hand for the future. 


As a senior Foreign Ministry official put it recently: 
“Japan is moving to globalise its bilateral relationships, that 
is, to promote an exchange of views, contacts and consulta- 
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tions not only on bilateral issues, but also on regional and 
global issues." The progressive implementation of this policy 
will clearly make it much easier for the Japanese Govern- 
ment to take the sting out of continuing trade pressures with 
many of its middle-ranking trading partners. The huge trade 
surpluses run up by Japan over the past five years, which 
show few signs of being quickly reduced, are making the 
country's trade relations far more politically charged than 
was hitherto the case. 

One clear sign of change emerged in 1984, when the US 
brought intense political pressure on Japan to boost its pur- 
chases of US beef, a move which resulted in a considerable 
loss of market share for Australia. Similarly, the heavy pres- 
sure from China for Japan to boost purchases of its crude oil 
has raised Indonesian fears that it may lose potential oil sales 
to Japan. 


oth Australia and Indonesia are in the unusual position 
of enjoying trade surpluses with Japan, and both also 
lack the clout in Tokyo of either the US or China, limit- 
ing their options as they react to the erosion of their position. 

While there have been setbacks in specific areas of trade, 
in overall terms, modest growth has continued and is expect- 
ed to do so. The anticipated expansion in Japan's demand for 
coal for electricity generation, along with the coming on 
stream of the giant North West Shelf liquefied natural-gas pro- 
ject to supply gas to Japanese utilities, should provide the 
base for further expansion. 

But with mounting political pressure on Japan from com- 
peting trading partners, Australia is in effect fighting a rear- 
guard action to maintain its position in the Japanese market. 
Even though, in the Japanese view, trade forms the hub of 
links between the two countries, Japan actively consults Aus- 
tralia on issues of mutual importance. Japan's aid program- 
me in the Pacific region, for example, is discussed bilaterally, 
with Japan moving cautiously and taking note of Australia's 
and other countries' perceptions of the region. 

The start of the working-holiday programme — which al- 
lows youths up to the age of 25 the chance to spend six 
months working and travelling in either country — between 
Australia and Japan in 1980, the first entered into by Japan, 
has been deemed by both sides to have been successful and 
has been followed by similar agreements with other coun- 
tries, most recently with Canada. 

similarly, tourism is booming, with the number of Japan- 
ese visiting Australia growing at an annual rate of more than 
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20% and expected to top 230,000 a year by 1988. Asa result, 
Japanese companies have invested heavily in tourist facilities 
in Australiain recent years andare likely to continue doing so. 

And with the entry of Japanese banks into Australia, 
along with Australian banks opening their doors in Japan, 
there is a clear consolidation of financial links between the 
two countries. 

While Australia, with its relatively small manufacturing 
base, has become locked into a role as a supplier of 
unprocessed commodities to Japan since the oil shocks, the 
Australian economy has itself undergone changes during this 
period — a striking one being the reduction of protection that 
had given almost blanket coverage to the manufacturing sec- 
tor. Naturally, these changes have provided a fillip for J apan- 
ese exports to Australia. A background paper compiled re- 
cently by the Australian Government found that Australia is 
the largest per capita importer of Japanese goods of all the 
OECD countries. 

" Australia's per capita expenditure on Japanese imports 
of US$307 in 1983 is far in excess of other major bilateral 
trading partners [of] Japan — between three and 15 times the 
figure for imports of Japanese products by European coun- 
tries,” the paper said. “In this context, Japan has been the 





























major beneficiary of industrial restructuring in 
Australia which has generally involved according 
lower levels of protection to a range of Australian 
industry sectors in which Japan has an export in- 
terest." 

While the Australian Government continues to 
play a defensive role in Tokyo to maintain its pre- 
sent position, it is also trying to encourage, with li- 
mited success, Australia's tardy manufacturing 
sector to boost its exports to Japan, by taking ad- 
vantage of various measures the Japanese Govern- 
ment has introduced to encourage imports. 

Although the appreciation of the yen will help 
take much of the political element out of trade 
with Japan, it remains to be seen whether Austra- 
lian manufacturers will move to take advantage of 
openings that do occur in the Japanese market, as- 
suming this appreciation is sustained. R| 
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Successful airlines everywhere 
t their trust in Shorts. 

he Shorts 360 Advanced has 
come the most popular and 
Dofitable feeder airliner in the 
rid. ' 

eeting timetable deadlines 


demands the highest degree 
of operational reliability. The 
unrivalled 99% record of Shorts 
360 Advanced coupled with a 
practical, straightforward main- 
tenance schedule puts it com- 


fortably ahead of the opposition. 


Which is why airlines as widely 
separated and diverse as Thai 
Airways, operating in the tropics, 
and Simmons, providing a feeder 
service to American Airlines hub 
at Chicago, fly Shorts 360 
Advanced. 








very 90 seconds, on average, 
60 takes off on time, on 

edule, every day of the week 
every month of the year. 

Short Brothers PLC, 

) Box 241, Airport Road, Belfast 


3 9DZ, Northern Ireland. 
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Mice and men, Tokyo Disneyland... 
NORTH AMERICA 


An historical look 













lure of the west 


By Darryl Gibson 
gag he North American West Coast has always held a cer- 
tain fascination for the Japanese, both as a place to emi- 
WM grate and as a piace to do business. At the turn of the 
century, California, British Columbia and the states between 
attracted significant numbers of “new” Americans and Cana- 
dians from Japan and the flow of immigrants — despite the 
mistreatment of many already there during World War II — 
has continued: : 

On the heels of the people, Japanese businesses have 
poured into the fertile coastlands to capture new Canadian 
and American markets, particularly since the war. Little 
Tokyo emerged in Los Angeles, similar enclaves sprang up in 
other West Coast cities, and Japan, and the Japanese, be- 
came much better known in the west than in the east of both 








the US and Canada. 

Seeking investment venues, sites for offshore 
manufacturing and ways to secure supplies. of 
vital mineral resources to feed the engines of 
commerce at home, direct Japanese investment 
in mining, banking, manufacturing, property 
and tourist facilities has boomed in the past two 
decades. 

Direct investment in the US since 1951 has 
totalled US$19.9 billion and in Canada, US$1.6 
billion — much of it, particularly in the early 
years, in the west of both countries. More than 
100,000 workers are employed in more than 500 
Japanese manufacturing plants in the US; an- 
other 300,000 jobs have been created in related 
industries, and 500,000 Americans are employ- 
ed in banks, trading firms and other non-manu- 
facturing activities of Japanese companies and 
financial institutions. " 

Nearly US$2 billion a year is being spent by 
Japanese investors on US property in New 
York, Boston, Dallas, Los Angeles, San Fran- 
cisco, Seattle and a host of other cities; now 
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... and visitors to LA's Little Tokyo: culture swaps. 














Japanese prefabricated-housing builders 
ginning to look at the US$70 billion US n 
for factory-built homes and offices, — 

North America, in turn, has become 
amoured of sushi, Japanese woodblock pr 
fashion designers, bonsai, ikebana and a hos! 
other Japanese cultural imports that follow 
the electronics goods and cars. " 

But all this involvement with what, 
Japan's point of view, is the "East," 
rubbed off at home as well. At the con 
level, a West Coast Village of restai 
modelled on California drive-ins surrounds 
Tokyo access ramp to the Tomei Expre 
leading to Nagoya and Osaka. A Disneyla 
thrives at the other edge of the Japanese ca 
tal. 

Suntory, the major drinks manufactur 
sell a sports beverage called NCAA (fo 
tional Collegiate Athletic Association) bec 
of the. public's fascination with US col 
sports; for the same reason, sportswear companies 
UCLA (University of California at Los Angeles) as a br: 
to attract thousands of young customers hungry for a taste 
the California lifestyle. 

surfing and board-sailing are major leisure activ 
among Japanese college students and ice-cream lovers. 
up for hours outside the central Tokyo outlet of Hobson’: 
Cream shop to have, literally, a taste of Santa Barbara. 
Canadian Rockies are attraction enough, on the label 
bottle of shochu liquor, tó sell several thousands of litres 
^uniquely Japanese" drink which happens to be mad 
Canada. 2 

The fascination goes well beyond the consumer t 
Having rubbed shoulders with the venture capitali 
Francisco and San Jose, the Japanese banks, major b 
groups and investment houses have created their ow 
ture-capital boom in Japan. But like the California-st 
taurant which offers rice as an accompaniment to hamb 
steak or fried chicken, the Japanese venture-capital w 
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markedly different from its US model. "E. 

In the US, venture capitalists tend to be individuals v 
lot of money who want to take a chance on an entreprer 
with ideas and talent — and who, like.as not, end up wit 
awful lot more money. 

In Japan, according to a California banker who has 
lowed the venture boom here closely, even entrepreneur 
has been institutionalised. "You have venture-capital 
partments in the largest of Japanese financial organisati 





















but the caution that runs through the organisation as a whole 
runs in the venture department as well," he said. "Instead of 
seeking true start-up firms, where the risks can be huge, the 
Japanese venture capitalists look for ‘mezzanine’ companies, 
ones where most of the risks have already been taken by 
someone else and where, often, profits are already being 
turned.” 

One result is that rather fewer Japanese venture firms fail 
— or fail as miserably — as do some in North America. “In 
fact,” said the banker, “the only real chance for the indi- 
vidual with an idea, but no capital, isin ventures which do not 
Tequire capital. Software, in particular, comes to mind, 
mainly because there you can create something without con- 
vincing the still-conservative venture departments to back 
you.” 

And the market itself is often an obstacle to the rise in 
Japan of the likes of the US’ Stephen Jobs and the Apple 
Corp. he co-founded. Competition among the big computer- 
hardware makers is already so cut-throat that trying to mar- 
ket a backyard NEC clone is next to impossible. The Japan- 
ese employment system, wherein engineers and technicians 
are often snapped up by the big firms right from university, 
also militates against the Apple formula in Japan. 

Japan's so-called Silicon Island, in southern Kyushu — os- 





| tensibly a copy of California's Silicon Valley — is yet another 
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Silicon Valley: not so portable. — 


| example of how the American model has been transformed 


in its trip across the Pacific. 
In California, the combination of a major IBM facility in 
San Jose, the aerospace industry, the labour market and the 


| proximity of Stanford University with its talent and informa- 


tion pools, gave rise to an environment in which both the ven- 


" ture-capital boom and Silicon Valley could thrive. But in 


Kyushu, the development of the electronics industry has in- 
volved highly capitalised electronics corporations which had 
made their markets and their money long before they moved 
to the south. 

They are unlikely to encourage young entrepreneurs to 
set up in their backyards, though as financiers’ attitudes 
change, so may the treatment of emerging talent. But such 
change, said the California banker, could be a very long time 
coming: “The economic structure is simply too inflexible at 
the moment." 

On the other hand, that very inflexibility might prove to 
be the factor that really does help bring the “East” to Japan. 
“T have this vision of a group of Japanese businessmen sitting 
at the conference table working towards their consensus, 
when suddenly one looks around and realises every one of 
them has worked in an overseas environment," he said. 

**You were in Los Angeles, I was in New York, you were 
in London,’ he shouts, ‘let’s make a decision. We all know 
how it works, let's do it’.” | Oo 
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MUNISTCOUNTRIES — . | 


Ebbs, flows and 
hiccups along 
the narrow way 


apan's relations with the communist-bloc countries 

facing the Pacific, though not subject to the same ups 

and downs as those with the US and Europe, seem to 
follow a peculiar cycle of their own, dictated partly by politi- 
cal factors and partly by the planning processes of the com- 
munist system. In the recent past, the Japan-China cycle has 
entered a potentially troublesome phase, while relations 
with the Soviet Union seem to be enjoying something of a re- 
naissance. 

Japan's China trade jumped by 44% in 1985 to US$18.9 
billion, making the people's republic Japan's second-largest 
market after the US and enabling Japan to overtake Hong- 
kong as China's largest 
supplier. But the rise — 
particularly in Japanese 
exports — may well 
have stored up prob- 
lems for the future. To- 
wards the end of 1985, 
China's top leader, 
Deng Xiaoping, told 
a group of Japanese 
senior businessmen 
who were visiting Pe- 
king that China could 
“stand” a deficit of 
US$5 billion (the figure 
expected for 1985) on 
its trade with Japan for 
"one year, or perhaps 
two," but definitely not 
for longer. 

The remark drew 
wide attention in Tokyo, 
where businessmen 
guessed in vain what 
steps China might take 
if the deficit was not substantially reduced. At the same 
time — though equally inconclusively — Japanese trade 
officials and business leaders began a search for pro- 
ducts to import from China that might help to reduce the 
deficit. 

An import mission of 150 top businessmen, which was due 
to visit China in late May, was expected to come up with pro- 
posals for stepping up farm-products imports as well as im- 
ports from “designated” factories — which would be given 
special tax or other incentives to export. All such plans, how- 
ever, seemed likely to fall foul of transport problems within 
China, one of the main obstacles to a more effective export 
drive. 

Japan's trade and economic relationship with China has 
been complicated over the past year, not only by disagree- 
ments over trade, but also by widely differing perceptions of 
an issue closely related to the trade issue: that of Japanese in- 
vestment in Chinese joint-venture manufacturing projects. 
In accordance with a law passed in 1982, China appears to be 
going all out to attract foreign investment in export-oriented 
manufacturing projects that could help it step up its foreign- 
exchange earnings and so maintain its overall growth im- 
p But the response from Japanese investors has been 
muted. 





Deng: deficit warning. 
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tions Find Trade, or Mofert, J apan pisci for only 6% by 
value of total investment under the law up to the end of 1984 
— a level which compares poorly with Japan's 33% share of 
China's import market. Japanese companies and officials 
who are wary of investment prospects in China allege sudden 
changes in the rules, internal-procurement difficulties and 
the effects of exchange-rate fluctuations on the profitability 
of China-based foreign-capital-financed enterprises as 
reasons for steering clear of a commitment to China. Chinese 
officials tend to take the position that if Japan wants to retain 
its privileged position in China's domestic market, it must be 
prepared to put up investment capital. 

/ The issue of Japanese investment in the Soviet Union has 
yet to become a bone of contention between Tokyo and Mos- 
cow, as the Soviets — despite occasional offers by Japan to 
discuss the subject — showed no interest in it until the spring 
of this year. In the 10th round of Soviet-Japan business talks, 
held in Moscow in April, however, the Soviets did at last 
come forward with a concrete request for Japanese invest- 
ment. 

Japan was asked to make proposals for specific joint-ven- 
ture projects involving the processing of Siberian resources 
including timber, rice and fish that might find a market in the 
outside world as well as internally. After absorbing the Ja- 


Siberian oil; Thach: where" S the thaw? 

panese proposals, the Soviet officials said they would con- 
sider framing suitable regulations for joint-venture projects 
— à contrast with the Chinese approach of first announcing a 
joint-venture law, then starting to look for specific projects. 


trade negotiations singled out the joint-venture proposal 

as one of several signs that Moscow is adopting a flexible 
attitude to trade relations with non-communist partners — 
similar to, if less aggressive than, China's so-called open- 
door policies. But such changes of attitude, while probably 
reflecting the personal style of leader Mikhail Gorbachov, 
may not be enough to initiate a Japan-Soviet trade boom 
comparable to the China-Japan boom of 1984-85. The halv- 
ing of Moscow's income from oil exports, which in 1985 ac- 
counted for some 50% of its foreign-exchange earnings, is 
seen in Tokyo as placing a major brake on the Soviet Union's 
ability to step up imports. 

One sign that the brake is already operating was Mos- 
cow's announcement that it had decided to convert two 
major turnkey projects for petrochemicals plants, originally 
expected to be worth ¥250 billion (US$1.5 billion) and € 400 
billion, respectively, into a series of individual machinery or- 
ders which will, collectively, be worth much less. The deci- 


J ic: business leaders who attended the Moscow 
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sion was a major blow to Japanese companies, which had 
convinced themselves they had a good chance of winning at | 
least one of the orders in the new, more cordial bilateral cli- | 
mate. E 
An ironic consequence for Japan-Soviet trade relations of 15 
the yen's roughly 40% revaluation against the dollar over the 
past six months is that the Soviet Union may now be less an- — 
xious than before to move ahead with energy-development - 
projects in which Japan was never, in any case, very in- - 
terested. | 
Until the end of 1985, the Soviet Union had been pressing | 
hard for a firm Japanese commitment to import oil and natu- - | 
ral gas from the undersea deposits off the northeast coast of | 
Sakhalin, so that joint exploitation could go ahead in the 
early 1990s. I 
At the Moscow meetings, the Soviets told their counter- |. 
parts that the higher cost of Japanese machinery brought | | 
about by yen revaluation, as well as lower oil prices, had Kf 
made the Sakhalin project non-viable for the time being. | - 
Japanese delegates were polite enough to express regret, | - 
but the true Japanese reaction may have been relief at no | 
longer being required to find a place for Sakhalin oil in - 
Japan's already oversubscribed energy market. 
Japan's relations © 
with North Korea and | 
Vietnam, though po- | 
tential microcosms of | 
the Soviet and Chinese |. 
links, remain stalled by © 
unresolved debt prob- i 
lems and political in- Me 
hibitions. In the case of | 
North Korea — which - 
still owes Japanese | 
banks about ¥60 bil- | 
lion as the result of an | 
ill-coordinated import | 
splurge in the early 
1970s — the debt issue |. 
ranks ahead of political | 
inhibitions as an obsta- 
cle to the development | 
of relations; but in the | 
case of Vietnam, the | 
situation is reversed. — . 
Japanese banks re- | 
scheduled an estimated | 
3 US$160 million-worth | 
of Vietnamese debt in the summer of 1985 in what was widely | 
taken to be an officially prompted gesture towards normalis- | 
ing relations. The following month, however, Vietnamese | 
Foreign Minister Nguyen Co Thach singled out Japan foran | 
unfavourable mention in an interview with Time magazine | | 
on the Cambodia issue. Japanese offence at this appears to | - 
have put the economic relationship back on ice, though a - 
group of 18 companies belonging to a Japan-Vietnam trade |- 
association did take part in a trade exhibition held in Hanoiin | 
December 1985. | 
Compared with the deep freeze which continues to afflict | 
Japan-Vietnam relations, progress with North Korea ap- | 
pears a distinct possibility — especially if the visit to Tokyo in | | 
the autumn of this year by a former North Korean foreign | 
minister, Ho Dam, leads to a resumption of North Koreanin- | 
terest payments on its debt to Japan. But the immediate be- | 
neficiaries of any recovery in the Tokyo-Pyongyang econo- | 
| 
| 
i 
f 
| 
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mic axis seem more likely to be the North Koreans in Japan 
than the Japanese themselves. | 
Of the roughly ¥ 100 billion-worth of trade conducted be- | 
tween the two countries during each of the past two years, | 
North Korean residents in Japan have handled an estimated ~ 
80% , using contacts and financing channels which elude Ja- | 


panese trading companies. — Charles Smith | 
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| A comprehensive 
system: peace, 
stability — breadth 


By Daniel Sneider 
| n 1981, in a much-quoted, controversial 


FARU TUE 
PRESE od 


Py 


4, 
y | 


statement during a Washington visit, then 

Japanese premier Zenko Suzuki extended 
Japan’s self-defence commitment to include 
the sea lanes up to 1,000 miles from the coun- 
. try's shores. The precise meaning of that 
| statement remains a subject of what one US 
| official in Tokyo called *almost theological 
.| debates about what is a sea lane, what are 
[Japan's] obligations." 

One of the first reactions to Suzuki's state- 
ment was from Asian nations, which took out 
their rulers to gauge a 1,000-mile span from 
_ the Japanese coast. Measuring from Japan's 
-= southernmost islands, some Southeast Asian 
| nations were dismayed to find most of the 
| South China Sea and the Philippines within the 
new defence zone. The implication was that 
the Japanese navy would soon be patrolling 
these waters, supplanting the US 7th Fleet. 

The Japanese bureaucracy, which was 
undoubtedly taken by surprise by the am- 
biguity of Suzuki's statement, has since presented a more 
modest interpretation. The 1,000-mile line of defence, they 
explain, should be measured from Tokyo, placing an em- 
|» phasis on controlling the immediate sea-lane approaches to 
the Japanese archipelago. The main aim of this new geo- 
graphic doctrine, it is said, is to contain the expansion of 
growing Soviet naval power into the Pacific. 

Wherever one may draw lines on a map, the fact remains 
| that during the past decade Japan has been increasingly test- 
| ing the limits of self-defence. Step by step, the American-im- 
posed constitutional limitation on Japan's military power has 
| been re-interpreted to allow a wider defence role. “The con- 
| cept of self-defence is basically stretchable,” said Masashi 

Nishihara, a professor at the National Defense Academy. 
“Therefore Japan can be a regional power.” 

Japanese defence policy has been stretched outwards in 
several different dimensions. Geographically, it is being ex- 
tended beyond Japan’s own territory. Technologically, the 

SANKEI SHIMBUN 7 





Suzuki: ambiguity. 
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Japanese have acquired sophisticated weapons that blur the 
questionable line between offensive and defensive systems. 
Strategically, especially in the East Asian context, Japan's 
defence planning has become more intertwined with US 
global-security plans. 

Sea-lane defence has become the conceptual umbrella for 
the steady Japanese defence build-up over the past five 
years. This has been strongly pushed from Washington. Dur- 
ing the Iran crisis of the late 1970s, a large part of the US 7th 
fleet was deployed in the Indian Ocean and the Gulf, at one 
point virtually stripping the western Pacific of American air- 
craft carriers. The second oil crisis at that time helped feed 
Japanese fears about the vulnerability of their oil lifeline via 
vital sea lanes of communication, SLOC — as the Pentagon 
has dubbed it. 

The US quickly seized upon Suzuki's Washington pro- 
nouncement as a Japanese pledge to free 
the thinly stretched US air and naval forces 
in the Pacific. Since then, Tokyo and Wash- 
ington have been engaged in a joint study 
of SLOC defence. The US has pushed for 
an expansion of Japanese air and naval 
power at the expense of ground forces, still 
by far the largest of Japan's military ser- 
vices. 

The American emphasis has not been on 
defending Japan against an invasion from 
the north but on controlling the three nar- 
row straits which are the only exits into the 
Pacific for the Soviet Pacific Fleet based in 
Vladivostok. In a time of crisis, their plans 
call for Japan's formidable fleet of destroyers 
and anti-submarine warfare patrol aircraft 
to play a key role. The plans also envisage an 
expanded Japanese air role. The Soviet de- 
ployment of long-range Backfire supersonic 
bombers equipped with anti-ship cruise 
missiles in the Far East has prompted discus- 
sion of the need for Japan to provide an air-defence cover. 

Asian nations, however, may be less than convinced that 
Japanese military power will be pointed in only one direc- 
tion. *Many of the Asians that I talk to say the American 
pressure on Japan is unproductive and undesirable," said 
Nishihara, “because Japan may be turned into a stronger 
military power and that's against their interests." 

The concern, also voiced by Japanese critics, is that this is 
opening the door to Japan playing a truly regional security 
role. Indeed, the Japan Defence Agency's (JD A's) latest an- 
nual report is carefully vague on the issue of how far their 
forces may range in the name of self-defence. As it puts it: “It 
is difficult to make a wholesale definition on how extensive 
this geographic area stretches because it would vary with the 
separate, individual situation." : 

Concerns about Japanese re-armament are not simply a 
matter of geographical expansion — there is also the 
technological dimension. The current Japanese Government 
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clause, allows for the existence of an “exclusively defensive” 


military which has the “necessary minimum level of armed 


strength for self-defence.” 

The JDA, however, says this limitation “carries with it a 
relative aspect that is subject to change in the prevailing in- 
ternational situation, the standards of military technology 
and various other conditions.” Certainly, the technological 
definition of an “exclusively defensive” weapon is elusive. 
The JDA allows only that it rules out “weapons systems 
which, from the standpoint of their performance, are used 
exclusively for the total destruction of other countries, such 
as ICBMs and long-range strategic bombers.” 

In the past decade or so, the Japanese have acquired in- 
creasingly sophisticated weapons, overturning earlier taboos 
against supposedly offensive systems. When the air force 
procured US Phantom F4 jets in the . 
early 1970s, the aircraft were built 
without fittings for in-flight refuelling. 
By thus limiting the range of the air- 
craft, it became a solely "defensive" 
weapon. Today, the air force is being 
equipped with US F15 Eagles, the 
most advanced interceptor in the Nato 
arsenal — and this time the in-flight re- 


tact. 
to sea would further breach this 


"defence-only" barrier. The 
JDA is currently studying acquisition 


T: plans to extend air cover out 


out at sea, a plan which US officials ex- 
pect to see fulfilled before the end of 
this decade. The JDA also is consider- 
ing the purchase of long-range AWAC 
(airborne early warning and control) aircraft — which were 
rejected 10 years ago ( in favour of shorter-range Hawkeye 
E-2C early warning aircraft) because of the “offensive” im- 
plications of buying them. 

Within the halls of the defence agency there is also talk 
of aircraft carriers, once a complete taboo. While such a de- 
cision is still politically impossible, the JDA openly insists 


‘on the theoretical permissability of a smaller, “defensive” 


carrier, a short-decked vessel equipped to carry helicopters 
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Over the last twelve months the Thornton Japan Fund 
Limited has recorded a growth, in net asset value terms per 
Share of 80.796 (figure based on prices published in S.C.M.P. 
on 2/5/86 at US$9.92 and 2/5/86 at US$17.93). 
We believe this growth underlines the real opportunities that are 
still open to investors who understand where the potential lies. 
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and Harrier-type jets, similar to the Soviet Kiev-class car- 
riers. | 
Despite these changes, Asian fears of a revival of the | 
might of the Imperial Navy and Army are overdrawn and 
largely unfounded. At the height of its World War II power, | 
the Imperial Navy boasted 13 aircraft carriers and awesome | 
battleships. Today, though fifth in the world in tonnage | 
terms, the navy consists of a fleet of 50 destroyers, plus | 
minesweepers and other support ships. It is almost entirely - 
intended for the purpose of anti-submarine warfare. BC 
Although Japan has experienced steady real growth. E: 
in defence spending — averaging around 5% over the | 
past five years — the amount is still small compared to - 
other major world powers. Japan ranks eighth in world | 
spending levels, but there is a huge g ap | 
between that rank and the top spen 
ers. With a current budget of about | 
= US$13 billion, Japan's defence-spend- | 
ing level is only slightly more than that 
of Argentina and about 4% that ofthe | 
US. | 
Advocates of Japan's build-up be- | 
lieve Asian fears have been over- 
stated, not least by opposition parties | 
within Japan. “The argument about - 
the feeling of our Asian neighbours," - 
said ruling Liberal Democratic Party | 
member and defence expert, Motoo — 
Shiina, “was an additional excuse to | 
remain idle." Said Nishihara: ^The- 
general public voice we get from | 
Southeast Asians or Chinese ts that Ja- | 
panese militarism may be reviving, but | 
actually, when we talk to them, they | 
don’t really believe it.’ P 
However the Japanese may judge the sincerity of Asian | 
concerns, there is a clear consensus here that Japan should 
not have military links (such as arms exports or treaty ooh 
tions) with Asian nations. The constitution — and Japanese © 
public opinion — provides a still-strong demarcation line - 
against any security ties which imply the use of Japanese | 
forces outside its own territory. The security treaty with the | 
US also acts to contain any impulses in that direction. | 
The thrust of Japanese security policy in Asia, as artic a 


















The Managers intend to pursue their investment strategy 
to achieve long term capital appreciation for investors, 
using their special knowledge and understanding of the * 
Japanese economy to build upon the success already | 
achieved. While we believe investment in this trust could be | 
rewarding, the price of shares in the trust may go down or up. | 
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prehensive security,” promoting “peace and stability” 
through non-military (that is, economic) means. Japan, in 
this view, should utilise its economic strength, through offi- 
cial aid and foreign investment, to promote stability in areas 
which could pose security problems to Japan and the West. 
This doctrine has been manifested in Japanese official aid 
to countries such as Thailand, South Korea, Pakistan and 
Turkey. “Japanese aid to South Korea,” said Nishihara, “isa 
perfect example of strategic aid, though the government has 
never said our aid to South Korea is for security purposes.” 
This strategic-aid policy has been carried out in close con- 
sultation with the US. To some extent, the J apanese econo- 
mic role has been presented as a natural complement to 
American military assistance to those same nations, a kind of 
division of labour. The current focus of such coordinated ef- 
forts is the Philippines. Japan is already the largest official aid 
donor to the Philippines, whereas US assistance is divided 
between military and economic aid. Immediately following 
the establishment of Corazon Aquino's government in Man- 
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ila, there were consultations between Tokyo and Washing- 
ton on the need to increase aid to the new regime. 

The commitment to “comprehensive security” is likely to 
remain the doctrinal basis of Japanese security policy for 
some time to come. Nonetheless, the steady growth of mili- 
tary capability has introduced an element of ambiguity that 
can only grow. The greatest potential for more open defence 
cooperation between Japan and other Asian nations will be 
in Northeast Asia, with China and South Korea, where there 
is a shared concern over the Soviet military threat. 

But even with Peking, which has in the past shown the 
greatest openness to a Japanese military role, the potential is 
limited. The talk several years ago of strategic cooperation 
among China, Japan and the US has decidedly faded, par- 
ticularly from the Chinese side. Links are at present limited 
to contacts between Chinese and Japanese defence officials. 

The Chinese, like other Asians, prefer to have Japanese 
defence policy firmly subordinated under the US-Japan secu- 
rity alliance. While Washington may pressure Japan to take 
on greater defence responsibilities in the context of that al- 
liance, there is little enthusiasm there, either, for Japan to 
play the role of a major regional military power. 
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Each route offers Asian shippers fixed days of 
call at North American ports as well. 

To put more dependability into your shipping 
schedules, just make our day. Then watch as we 
make yours. 


Now, every week, Mitsui OS.K. Lines call at ports 
on both sides of the Pacific on specified days. 

On our Northwest route to Seattle, Vancouver 
and Portland, you'll find us in Hong kong every 
Monday and Tuesday, Keelung every Wednesday 
$ and Thursday, Busan every Friday and Saturday, 

and Kaohsiung every Saturday and Sunday. 
t On our Southwest route to Los Angeles and 
Oakland, we call on Kaohsiung Mondays and 
Tuesdays, Hong kong Wednesdays and Thursdays, 
Keelung Fridays and Saturdays, 
and Busan on Mondays. 








Mitsvi O.S.K. Lines 


Head Office: Tokyo, Japan 

Hong Kong: Mitsui OS.K. Lines (H.K.) Ltd. Tel. 5-293110 Taipei: Ta Shin Shipping Co., Ltd. Tel. 02-5221144 Seoul: Pan Continental Shipping Co., Ltd. . 
Tel. 778-7680 Manila: Magsaysay Agencies, Inc. Tel. 50-66-11/18 Bangkok: Mitsui OS.K. Lines (Thailand) Co., Ltd. Tel. 234-6252 Singapore: Mitsui OS.K. Lines 
(Singapore) Pte. Ltd. Tei. 2252811 Kuala Lumpur: Malaysian Shipping Agencies Sdn Bhd Tel. 7343034 Jakarta: Gesuri Lloyd PT. Tel. 670116 
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SELLING TO JAPAN 


The struggle goes 
on but for some 
it’s paying off 


By Susan Moffat 


he world's second-largest market lies in the backyard of 

i many Asian exporters, but has been bypassed by many 

frustrated traders for the bigger, broader, and, they 

say, freer markets across the Pacific. But while newly indus- 

trialised country (NIC) exporters say they are still concen- 

trating on the US market, their increased competitiveness, 

created by the rapid appreciation of the yen, is making Japan 
look like a more attainable if still prickly pear. 

And as US markets tighten with protectionist pressures, 
including electronics quotas and textiles tariffs, wooing the 
reluctant Japanese market — fully half the size of the Ameri- 
can one — may become a necessity for Asian exporters. 

“This is the year for us to take advantage of the low [South 
Korean] won and build a base. Our exports will probably be 
up about 10% this year over last, but that’s just a start for 
much greater long-term growth,” said S. K. Chung, deputy 
general manager of Daewoo Japan. 

Some exporters to Japan say the timing of the yen’s rise 
was just right. “We’re at a point now that our product quality 
is good enough to sell in Japan. If the yen had risen five or six 
years ago, we wouldn’t have been ready, and price competi- 
tiveness wouldn’t have made a difference. Today, it can,” 
said Chung. 

Not everyone agrees. Many Asian exporters say compli- 
cated distribution systems, finicky buyers, cartels in declin- 
ing industries and slack demand mean that price advantages 
really do not help. “The head office puts the pressure on, say- 
ing, the yen’s up, so sell! But it’s not that simple,” said the di- 
rector of another South Korean trading-company subsidiary 
in Tokyo. 

Others, however, are boosting their Japanese staff, trans- 
lating English sales pamphlets into Japanese and ushering Ja- 
panese technicians into their factories to help them adapt 
products for the Japanese market. 

Many manufacturers in the NICs are manoeuvring to re- 
place Japanese subcontractors, which are losing their price- 
competitiveness because of labour costs. “After the 
yen hit ¥ 180 or ¥170 to the US dollar, the manufac- 
turers are finding they can’t squeeze their Japanese 
vendors for price concessions any more and are 
looking abroad,” said Chung. 

The NICs are competing to sell an image of 
themselves as competent, pliant subcontractors. “I 
say to the Japanese, think of us not as a foreign 
country, but as a production zone. Freight charges 
to Japan are often cheaper from [South] Korea than 
domestic shipping from Hokkaido or Shikoku,” 
said Chung. 

Taiwan plugs its own merits: “We have many 
small companies in stiff competition, just like 
Japan. So we can be subcontractors of the sort Ja- 
panese companies are used to,” said Chin-lin 
Chang, director of Taiwan’s semi-government Far 
East Trade Service Center in Tokyo. 

But all this eagerness on the part of the NICs 
would come to little were it not matched by Japan- 
ese desperation. Chung said Japanese buyers are 
beginning to study South Korean products care- 
fully, with a clear increase in the number of in- 
quiries, chiefly because of the yen’s strength, which 
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Chang: come to Taiwan. 
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“is forcing them to look at us — and see how high our quality 
is," he said. 

Chang said his Tokyo trade office is receiving more than 
100 visits a month from Japanese manufacturers and traders 
looking to source parts and products in Taiwan, compared to 
70 or 80 before the dramatic shift in the exchange rate. 

But one problem to emerge, say NICs-based traders, is 
that Japanese firms unaccustomed to importing do not have 
import staff for many goods, and ask the foreign trader to 
bring the goods to their doorsteps, with local yen financing. 

While many Asian businessmen berate as little more than 
window-dressing the so-called import task forces created 
within large Japanese companies following Miti prodding, at 
least one major South Korean trader said these task forces are 
helping imports. The figures suggest this may be so. In March, 
Japan's imports from South 
Korea were up 21% com- 
pared with March 1985, 
while those from Hongkon 
showed a steep rise of 44% 
and from Taiwan of 18%. 

Electronics and parts is 
one of the most promising 
areas for exporters in the 
NICs. They may be able to 
export more low-end parts 
to balance their heavy de- 
pendence on more sophisti- 
cated Japanese components 
for VCRs and semiconduc- 
tor manufacturing. South 
Korea’s Samsung, for one, 
Says it expects electronics- 
parts sales to Japan to dou- 
ble or triple this year. And 
Japanese majors NEC, To- 
shiba and others may be 
importing more parts from 
Asian subsidiaries in future. An NEC spokesman said his 
company was planning to begin importing parts from sub- 
sidiaries in Thailand, Malaysia and a joint venture in South 
Korea. 

Garment exports should jump, too, with manufacturers 
gearing up for the smaller lots, shorter lead time and more 
exacting quality specifications of Japan compared to those of 
the US. In the first quarter, Japan’s imports of men’s and 
boys’ woven garments were up 35%, while those of women’s 
woven outerwear rose 50%, Japanese Government figures 





South Korean electronics assembly: room for more parts exports. 
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| show. Textiles prospects, however, are rather gloomier. 
. Steel sales from Asia are transacted chiefly in yen and so 
are not directly helped by the exchange-rate shift; in any 
| case, demand is slack and competition from Brazil and East- 
| . ern Europe is stiff. Nonetheless, small increases can be ex- 
omi say traders. In many light- -industrial products and in 
. consumer goods, meanwhile, Taiwan and Hongkong have 
the edge and are already seeing an increase in orders. 
f; Big Japanese retail chains, restrained by the government 
. but considered a very promising area for outsiders trying to 
. enter the Japanese market, have buyers bargain- hunting 
| P throughout East and Southeast Asia. Daiei, Japan's largest 
. supermarket/department- -store ope- 
rator — which imports 10% of its 
p goods, mostly from Asia — expects to 
_ significantly expand imports of every- 
H thing from sweaters to eels to rattan 
furniture. “We also hope to take ad- 
vantage of lower costs to improve qua- 
_ lityanduptheimageof Asian products 
| —forexample, by ordering 100% cot- 
| ton sweaters instead of acrylic 
_ blends," said a company spokesman. 
y However, many Asian business- 
men believe Japanese willingness to 
i import impartially is still the exception 
rather than the rule. Despite Japan 
à | Paying lip service to the international 
— division of labour, Taiwan companies 
- find, *we can't sell low-tech products 
| b. such as household goods where we are 
* price competitive, because Japan al- 
ready makes them,” according to 
: BE Another problem is that Ja- 
— panese consumers generally still do 
mot trust Asian brand names. One 
— South Korean conglomerate said it is 
- studying marketing TV sets in Japan 
| . undera Korean brand name, but, despite earlier success in the 
_ US market, the product's prospects are unclear in Japan. 
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sian manufacturers look forward to the challenge ofsell- 
ing to the Japanese market. "Trying to make things 
'& good enough to sell here is what is going to really im- 
— prove our quality. We've taken goods approved in the US and 
— [which sé] selling well and bring them to Japan, and a large 
. partare rejected,” said Chung of Daewoo. 
E Other businessmen in this region have come to the same 
conclusion as many US and European exporters: Japanese 
Poy ers are nervous about things that do not affect a product’s 
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in some cases maintain a latent buy-Japanese bias. 

Traders are of course aware that the range of the Japanese 
market is narrow, but now attention to an increasingly varied 
set of consumer demands within that range makes market 
agility as important as consistency. 

But setting up service networks is expensive and difficult 
and many businessmen from the NICS are not yet convinced 
it is worth the effort. Even the sourcing of parts abroad may 
mean only temporary or limited profits for Asian companies, 
as Japanese enterprises are stepping up direct investment in 
subsidiaries or joint ventures to make parts to their specifica- 
tions. Moreover, Japan's increased investment in Asia, con- 
sidered inevitable by many analysts, will not necessarily lead 

to an improvement in the trade bal- 
ance. 

Most Japanese investment in Asia 
so far has been as a base for exports to 
the US, Europe and other markets, 
taking advantage of lower labour costs 
and in some cases, getting around 

. quotas and tariffs. For example, only 
10% of the production of Japanese- 
owned companies in Hongkong is re- 
exported to Japan; the equivalent for 
US companies is 50%. 

Moreover, the rising yen is not 
all good news for Japan's neigh- 
bours. In fact, export growth from 
Japan to the NICS is outpacing re- 
cent increases in imports, leading to 
predictions of still wider deficits with 
Japan this year. “The higher yen’s 
minuses are definitely bigger than its 
pluses, for us," said a South Korean 
Government official in Tokyo. The 
NICs are hurt by a deep-seated 
structural problem: they have to buy 
Japanese machinery, parts and tech- 
nology in order to manufacture 

for export to third countries, chiefly the US and Europe. 

So it is in the US, not Japan, that the high yen is helping 
most. “We look at the higher yen as a way to increase our 
surplus with the US, in order to be able to pay for the higher 
cost of Japanese imports," said Chang. 

Businessmen in the NICs are far from unanimous that it is 
either possible or wise to move too many of their eggs from 
the big, safe US basket to the fragile, crowded Japanese one. 
Perhaps the biggest question is a macro-economic one: is 
Japan ready to expand its domestic demand? Answered one 
South Korean trader: “I don't believe so. And until they're 
buying in general, how are they going to buy from us?" D 
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To improve your returns, 
discover BNP's services. 


Today's world-class tennis is a tough But even prouder of the fact that as 
game. But it has little to teach today's Europe's biggest bank (and one of the 
international businessman, battling for largest on the international scene) we 
success in the increasingly competitive offer some of the most advanced services 
markets of the world. there are, in no fewer than 76 countries. 
So BNP is proud to be sponsoring the If you'd like to learn more, the ball's 
1986 French Open Championships. in your court. 
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Faster than 


a Speeding Bullet... 
Hotter than 
the Earth's Core... 
Able to Melt Particles 
in a single Blast... 














It's a Superprocess ... plasma ejected from 
a nozzle in blasts that travel over 5,000 m/sec. 
Reaching temperatures over 10,000°C, it's even 
hotter than the surface of the sun. Plasma, with 
its intense energy and unlimited potential, is 
referred to as “the fourth state of matter." At 
Nippon Steel we're using it in high-temperature 
applications research to melt metal or ceramic 
particles and deposit them onto materials which 
then acquire entirely new surface functions. This 
is just one example of how intensive R&D efforts 
are producing a variety of Superprocesses 
and Supermaterials. 

At Nippon Steel we're also applying advanced 
electronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. And 
we're developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufac- 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications. 

For both traditional and advanced industrial 
materials, and for Superprocesses and Super- 
materials, users worldwide rely on our quality 
and innovation. 

That's Nippon Steel — the company that's 
looking toward the 21st century to meet 
the diverse needs of industry today. 
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integrated trading houses, From India, Pakistan, organization, information 

C. Itoh is helping the countries | Bangladesh and Sri Lanka we gathering, financing, 

in Asia set the pace in import iron ore, shrimp, management guidance, | 

economic growth. cotton, jute and other products. | development and other areas. | 
In Indonesia we develop oil Ai | So whatever your business, our - 

resources. In Singapore we | across Asia, C. Itoh is trained experts will be happy | 

refine oil and process sugar. working to build a better future | to help you set the | 

In Malaysia we manufacture for all. With joint venture pace for growth. 


planks and plywood. In Hong | Projects and by providing 
Kong, Korea, Thailand and technical guidance. We are 


| Taiwan, textile projects meet more than just an importer and 
| exporter. Our activities also 
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C. ITOH & CO., LTD. Tokyo Head Office: C.PO. Box 136, Tokyo, Japan Telex: J23111 (ITOHCHU) 
Offices in Asia: Bangkok - Beijing Bombay Brunei Calcutta Chengdu Colombo 
Dacca Dalian Goa Guangzhou Hong Kong Islamabad Jakarta Kaohsiung 
Karachi Kota Kinabalu Kuala Lumpur Kuching Manila Nanjing New Delhi Penang 
Pohang Pusan Rangoon Sandakan | Seoul Shanghai Shenzhen Sibu 


GC ITOH Singapore Taipei Tianjin 
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New York, Sao Paulo, London, Cairo, Sydney and 103 overseas offices 


BUSINESS LINES: yarns. Fibres, Textiles and Apparel e Construction and Materials Handling Machinery e Heavy Machinery * Iron and Steel Plants e Textile Machinery 

e Machinery for Paper, Paper Converting and Building Materials Industries e Food Processing and Medical Machinery e Industrial Plants « Chemical Plants e Chemical Machinery 

* Motor Vehicles e Marine Transport e Aircraft e Power Plant and Electrical Machinery e Telecommunications Systems e Consumer Electronics e industrial Electronics e iron Ore e Coal 
and Coke e Sleels and Steel Products e Nonferrous Metais and Ores e Light Metals e Grains and Foodstuffs e Oils and Fats e Meat and Livestock » Feed Materials e Sugar e Marine 
Products * Provisions e Pulp and Paper e General Merchandise e Gas e Crude Oil e Petroleum Products e Nuclear Energy e Organic Chemicals e Fine Chemicals * Inorganic 
Chemicals € Plastics $ Overseas Construction and Contracting e Construction Materials and Ublities and a host of others. 








Final decisions regarding all Mitsui 
Bank operations in Asia are taken at 
Asia Division Headquarters. 
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The key to total satisfaction of client needs 
is swift response capability. Mitsui's 
international organisation is designed to 
provide just that. Mr. Kiyoshi Kikuchi, Head 
of our Asia Division, does not refer 
decisions up for approval. 


He makes them on the spot. The rationale 
is simple: he is in the closest contact with 
clients. in Asia and understands the 
conditions in each market best. Mitsu! 
offers clients skill and strength in fields - 
traditional and fields new. in addition to our 
commercial banking operations for local 
and international corporate clients, we are 
also active in the field of investment 
banking and a wide range of information 
and capital management services. For 
investors and borrowers, streamlined 
Service. 

Address your needs to Mitsui. Youll be 
sure of a swift response. 


Čj MITSUI BANK 


Head Office and Asia Division Headquarters: 
1-2, Yurakucho 1-chome, Chiyoda-ku, Tokyo TOO, Japan 
Ter (03) 501-1111! Telex: J22378, 022559, 422643, J22644 


Bangkok, PRamwongse, Bombay, Singapore, Hong Kong, Begng, ahanghar 
Guangzhou, Dakan Seow, Maria, Kuala Lumpur. Jakarta, Sydney, Meibourne 
Misu Finance Asia Landed, Hong Kong 
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More than the world" 
6th largest steel maker. 





oumitomo Metals has established a 
reputation as an innovative developer and 
integrated manufacturer of high quality 
steels, supplier to an extraordinarily wide 
range of industries, from construction 
and transportation to energy resource 
recovery and beyond. 

But that's only part of the Sumitomo 
Metals story. Sumitomo Metals has also 
become well known as a provider of 
engineering assistance, the type that 
companies often require to undertake 
mammoth steel construction projects. 

In addition, Sumitomo has helped 











companies —and even countries — 
improve their steel making capability 
with state-of-the-art technology. 

And today, Sumitomo Metals and the 
more than 80 affiliated companies of the 
Sumitomo Metals Group are going 
beyond steel production, exploring many 
challenging and exciting new fields like 
electronics, special metals, coal energy 
and more. 

So the next time you see the name 
“Sumitomo Metals", please take note. 
We're more than the world's 6th largest 
steel maker. | 


«9» SUMITOMO METALS 


SUIVMETOMO METAL INDUSTRIES, LTD. Tokyo & Osaka, Japan 


SINGAPORE OFFICE: 6 Shenton Way #39-03, DBS Building, Singapore 0106 Phone: Singapore 220-9193 / Telex: 21194 
MAIN PRODUCTS: Tubes & pipe, flat rolled products, bars, shapes & wire rods, rolling stock parts, steel castings & forgings, and a wide range of steel products and new materials. 












vertais die 
rise — to its 
natural position 


By Richard Hanson 


survey taken in 1985 of foreign banks with offices in 
A Japan found that most believed that among 14 large 
cities, Tokyo, 10 years from now, will rank just behind 

New York and London as.an international financial market. 
A decade ea the foreigners said, Tokyo was far less im- 
portant than He gkong and only barely ahead of Singapore. 
By now, both o ORE s main Asian competitors have been 
eclipsed. | 

The qui 
emergence 
trepidation 
local authoriti 
problems. 

Will Tokvo draw financial business away from Singapore, 
Hongkong or Sydney? Or will all in the region share a bigger 
piece of an Asian market made larger by Japan's 
growth? Are Japanese banks following a path to 
domination in Asian markets first cut by Japanese in- 
dustrialists in the 1960s and 1970s? Or is the rest of 
Asia simply going to be leapfrogged, as Tokyo' s in- 
ternational markets mature? 

As one Japanese banker asked bluntly: “Consid- 
ering Tokyo's time zone as part of 24-hour global 4 
trading, why bother with any other market between B. 
New York and Bahrain?" m 

' The answers to such questions are far from clear- | 
cut. Japan will, no doubt, draw business away from — 
Hongkong and Singapore. But Tokyo's develop- 
ment has less to-do with events in the region than’ 
with Japan's assuming what most view as a natural - 
place among world financial markets. | | 

Bankers say Japan's coming of age financially at 
this juncture reflects the nation's underlying econo- 
mic strength and remarkable accumulation of 
surplus wealth. Compared with the size of its econ- 
omy, Japan's financial markets have been midgets, 
stunted by protective regulations (and overly cautious reg- 
ulators) dating back to the period when Japan was regaining 
its strength in the 1950s and 1960s. > 

The country's fortunate geographical position, in-a time 
zone that, with traders working lateish hours in New York 
and arriving early at offices in London, bridges the two 
largest financial markets, puts others in the region at a disad- 
vantage. Hongkong and Singapore i in the 1960s and 1970s de- 
veloped as important regional financial centres in at least a 
partial vacuum left by Japan. But with smallish underlying 
economies, both those markets tended to be speculative, 
whereas Tokyo sits on 10% of the capitalist world's econ- 
omy. *. 

The consensus seems to be that Singapore, burdened by 
economic troubles, stands to lose more than Hongkong as 
Japan becomes more important; Singapore is a tiny country, 
with an intervention-minded government. Even further 
liberalisation of its market will provide but marginal incen- 
tives. On the other hand, Hongkong's links with China, at 
least until 1997, should maintain its attraction as à. free- 

wheelin 











now is Whether the prospects of Tokyo's 
nternational centre ought to be viewed with 
her major money markets in Asia, where 
have been preoccupied by home-grown 





g bastion of entrepreneurs. 

Fhe point is that the biggest and. fastest-growing custom- 
_ ers for Western banks in Asia are in Japan and that is where 
a they. are SIRE more and more operations to. Paradoxi- 














| The MoF: dereg. gulation not yet sewn up. eS 
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cally, Japanese banks find that their share of the ma 
Asia is expanding as other Western banks concentrat 
on Tokyo and less on Singapore and Hongkong. 

The opening up of Tokyo has by no means be 
straightforward task. Until two years ago, there was bare 
consensus on how good internationalisation might be for 
Japanese economy, or more precisely, for the vested 
terests of the old regime. The halting pace of chang 
Tokyo presents problems for institutions positioning th: 
selves in Asia. Banks still find themselves under the” 
hand of the Japanese authorities. 

So financial-market deregulation/internationalisati j 
in many cases still as much a goal as a reality in Japan. | 
example: the legislation to create an offshore-banking 
is just being passed in the Diet (parliament), but the rules 
still unclear and the initial scope of activities will be limit 

“Deregulation in Tokyo is still only partial and decisions 
be arbitrary," admitted a Ministry of Finance (MoF) offi 

The Japanese authorities have found it much easier to 
regulate offshore financial activities than to tamper v 
domestic markets, with frustrating results. Euroyen mark 
for example, which are accessible to Japanese corporati 
will help drive business away from Tokyo. 

These are some of the key areas to watch: 

» Japanese banks in Asia. 

Although precise statistics are ünavailable: Asia (i 

ing Australia and China) probably accounts for less than o 
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third of the business that the biggest Japanese banks do o 
seas, though there are some contradictory trends. 

What is clear, however, is that Japanese banks whict 
it more difficult to make money in Europe and the 
cause of increased competition are looking more to Asi 
Federal Reserve statistics show American bank expost 
Asia dropping over the past two years. If the fig 
available, they would probably show Japanese ban 
sure rising asa result. At the Bank of Tokyo, Japan's for 
exchange specialist which also has the biggest Japa 
branch network in Asia, management has decided to 
more of the bank's best people i in the region. | 

But Japanese bankers estimate that they probably 
count for less than 20% of the market in Hongkong and 
in Singapore. Many banks find these two markets less ai 
tive than, say, 10 years ago. Liberalisation in Tokyo is 
the reason for this. Banks have also been burnt by co 
failures in property and shipping in Hongkong. Big Japan 
industrial companies are not investing massively in 
pore, so banks are forced to seek new customers in th 
economy. - 

Japanese banks enjoy the wider margins poss 
ness done in the highly restricted markets of South 
despite the risks. Admittedly, iis aes sends aedi 
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g communi lever it supgests there: m 

: repaying g loans. The banks are looking to build - 

ith India, ‘China and even South Korea hee. 

>a q osed), -because. those places represent 

anti | underlying economies. . 

he number of Japanese banks opening offices in Asia 
1 ci losin ne There are 54 offices a sub- 








"The most recent Various have been Japan's BC 
nks. Nine have opened Hongkong offices in the past two 
ars (none. have opened in Singapore). Such decisions ap- 
to reflect a growing move on the part of small and 
Hum- companies to-start overseas operations in 
, especially now that the strong yen has made exporting 
Japan more difficult. | 
at makes China more attractive even for smaller J apan- 
banks. China, however, even for the big players; remains 
unprofitable place to do business. With the Bank of 
1ina’s opening of a branch in Tokyo, some Japanese banks 
ll be upgrading representative 
fices on the mainland. One poli- 
al consequence of Japan's. 
eoccupation with China is that . 
panese banks have had to neg- 
Taiwan. 
| Only one bank, Dai-Ichi Kang- 
, has a branch there. Unlike the 
mericans and Europeans, Ja- 
nese institutions have not been 
le to formulate a two-Chinas 
licy, 
Foreign banks in Japan. jees 
A number of foreign banks 
we moved their Asian opera- 
to Tokyo, either relocating: 


1 offices out t. of aha 


+) 


ses, banks are using Tokyo as à 
for operations previously 
ne in Hongkong. Citibank, for 
ample, has moved its interest- 
te—swap operations to Japan. 

The logic of such moves is: 
t: Tokyo is where the biggest 
omers in Asia are. Typically, 


business in Asia is in 
pan. Deregulation of financial 
ets in the past two years has 
ossible to do business in 
o that once had to be done 
here. Until last year, for 
ple, banks in Japan were not allowed to enter for- 
ard foreign-exchange transactions for customers that 
ste not based on “real demand,” a rule that severely 


"Tokyo is unattractive from the viewpoint of traditional 
inking activities. But in the areas where the big Western 
s dominate in the rest of Asia (foreign exchange, swaps, 
tures and the like), foreign banks expect they can take a 
share of the market even if they are in Japan. That view 
; least partly based on the current lack of qualified special- 
among the Japanese banks — a situation which may 


Foreign banks count on Japan's unmatched political sta- 
y helping to attract. business from other parts of Asia, 
te higher costs expected when Tokyo's offshore market 
‘gins to operate. 





a group, they seem to be doin 
“sult of their dominance of such sti 
< bilateral-trade financing. Some have been i 
caused by Japanese corporate failures, but they'are not alone 
in discovering that Tokyo is not a risk-free market. 
Places other than Hongkong and Singapore restrict Ja- 
w pangse bank activities strictly. That gives their local banks 
everage with J japanese banks seeking. to expand their pre- 
sence in countries such as Thailand. > 
b What does the Mor want Tokyo t becom 
ji 




















from other Asian markets. An ‘early re | 
vately) on establishing a Tokyo. offshore- 
Avan that te diede of hee. asa finan 


1g centre ar- 
arket would 


that ene be true. They are not 
The reality is that Tokyo’ s co 
with economic EOCYCIOpIens that are, 
z MOF toal b andon 
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into. other major 
in the form of 


Sur m capital i is bát now at- 
tracts foreign bankers to Tokyo. 
In order to tap the investment side 
of the business, foreign banks 
with bank licences are being 
allowed to apply for securities 
licences through subsidiaries, 
under a formula that limits the 
parent bank’s ownership to 50%. 
Foreign brokers which are owned 
less than 50% by banks are also 
being allowed licences. 

The authorities, while bound 
by a law separating banking and 
securities business, are in effect 
permitting Tokyo to nurture uni- 
versal banking. In time, the seg- 
mentation of Japan’s own banks 
(long term, short term, trust and 
others) and securities houses will 
become less pronounced. 

The MoF anticipated that the 
decision in the 1970s to issue huge amounts of long-term gov- 
ernment bonds would, by the 1980s, undermine tightly con- 
trolled deposit rates and short-term money markets. It did 
not know that the yen would become grossly undervalued 
and Japan's trade surplus would soar. The result was pres- 
sure from. the US and others for wholesale reform of the 
MoF’s view of international and domestic yen markets. 

Japan's offshore-banking market will probably grow to 
US$85 billion initially. That figure is arrived at from Japan- 
ese banks’ foreign-currency loans to non-residents, which 
now total about US$70 billion and non-resident yen held by 
banks in Japan, at about US$13 billion. .. 


Tokyo can probably expect to follow New York's Interna- 


tional Banking Facility. It took New York four years to ex- 
pand to US$260 billion. That compares with estimates as of 
late 1985 that Hongko ngs market was around US$132 billion 
and Singapore’s, US$146.3 billion. E os 
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IN PURSUIT OF 
THE MOST MODERN 
DISTRIBUTION CENTRE IN 





THE MIDDLE EAST? 
YOU'LL FIND EVEN THE MOST TRIVIAL 


DETAIL BECOMES HIGHLY RELEVANT! 


Start at the hub of the matter. Throw the die, and with each 
move, try and answer the questions below on historic, 
geographic, technological and scientific achievements 


Which distribution centre has the largest manmade port in 
the world at its doorstep? 
C 


Which distribution centre in the Middle East is the only one 
offering 70,000 sq.m.of covered warehouses, 4,000 sq.m. of 
air-conditioned warehousing, 10,000 sq.m.of cold storage 
and 790, 000 sq.m. of paved open storage? 


e 
Which distribution centre in the Middle Bast IS 
the only one offering its own bonded E 
trucking. bonded warehouses and 
direct transportation service by sea, 
land and air to every major area of 
the world? 


( i 


Which distribution centre in the Middle East 
is the only one offering computerised inventory 
control, customs clearance, freight forwarding, pick 
and pack specialists, health clearance, consolidation 
services and air/sea facilities? 
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Which distribution centre in the Middle East isthe only one 
offering a true Free Zone which allows for 100% foreign 
ownership, no taxes, no import duty, 100% repatriation of 
profits and capital and no currency restrictions? 

Which distribution centre in the Middle East i IS the only one 
surrounded by a 5,000 acre Industrial Zone with the infra. 
structure in place and over 40 companies already operating? 


N 





à — — — A 
Terrific! Now throw that six to move your token back to the 
hub for your final question: 


Which distribution centre in the Middle East offers all of the 
above and is controlled and operated by one organisation? 


Not too tough was if? That's because you're on to 
a winning game when you deal with Jebel Ali Port 


send your answers, and/or any relevant questions 
you may have to 


PORT AUTHORITY 
OF JEBEL ALI 


P.O. Box 3258, Dubai, United Arab Emirates Tel 
Telex: 46580 TPAJA EM Cable: PAJADUR UAE 


WORKING FOR YOU WORKS FOR US 


472570 
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MOTOR INDUSTRY 


Onwards, upwards 


= tors continue to under- 


IADAN 'RG 
JAPAN SO 


as newcomers 


chip at markets 


By Barbara Casassus 


olitics, Japanese technology and the strength of the yen 
- are accelerating a regional division of labour in Asia's 

automotive industry. Now that the Asian NICS are 
building up their domestic production capability and are 
starting to challenge Japan in its export markets, the Japan- 
ese have no alternative but to cede the cheap end of the pas- 
senger-car market and move up towards models with higher 
specifications, more extras and bigger profit margins. 

At the same time, politics have dictated a new complexion 
for the motor industry, as Japanese companies find ways to 
overcome trading partners' import regulations without fuel- 
ling further antagonism over the country's massive trade 
surplus. 

A Japanese think-tank official says that though a regional 
division of labour is sound conceptually, the idea is not popu- 
lar and will not be put into practice in a comprehensive man- 
ner for anything up to a decade. *Cost is not the only factor. 


. Nations such as South Korea and Taiwan will not be able to 


meet Japanese standards in qual- 
ity, delivery dates, design and 
after-sales service for a good five 
to 10 years," he said. 

For the moment, any interna- 
tional division of labour still cen- 
tres on fighting for more market 
share in the US, with that country 
and Japan serving as the major 
players and South Korea trying 
hard to join in, he added. While 
Taiwan is less aggressive about en- 
tering the international big time, 
the official is not laying bets on 
which of the two NICs will be out 
in front by the end of the 1980s. 

Even the cost rationale is a 
point for debate. Some 
experts say South Ko- 
rean vehicles win against 
the Japanese compe- 
tition with the yen 
at around ¥180:US$1. 
Others say several fac- 


mine South Korea’s ad- 
vantage: its lower pro- 
ductivity wipes out the 
benefits of its lower 
wages and it has no eco- 
nomies of scale, they 
contend. 

South Korea and 
Taiwan, both with much 
smaller domestic mar- 
kets than Japan, are way 
behind in terms of size. 
Last year, South Korea 
produced only 378,000 
motor vehicles and 
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= Taiwan close to 160,000, a fraction of Japan's 12.3 million. 




















State-of-the-art Nissan cockpit; Taiwan assembly: defensive move up-market. 
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rom the assembly of knockdown (KD) sets, which began 
in the NICs many years ago, the next goal is to bring the 
manufacture of components up to standard. Import of parts, 
per se, into Japan is fundamental to the government's policy 
of making industry more international in order to defuse 
trade friction. Although small quantities of vehicles parts are 
beginning to make their way into Japan, some sources claim 
that since the most advanced of South Korea's suppliers are 
an estimated five years behind their neighbour, mass imports 
are out of the question for some time. 

Mitsubishi Motor Corp. (MMC), for example, is now 
buying transmission systems from the Philippines and South 
Korea's Hyundai Motor Corp., in which it holds a 7.576 stake 
and Mitsubishi Corp. (MMC’s parent) another 7.5%. It is 
looking for other parts in Taiwan, South Korea and Singa- 
pore and may widen the net to Malaysia as well, said Yukio 
Yoshida, a director of both MMC and Hyundai. Yoshida 
holds the distinction of being the only person in Japan to own 
a Pony, Hyundai's subcompact passenger car that is being 
snapped up in the North American market. 

Apart from KD assembly, Japan's role in East Asia's 
motor industry has involved mainly technical assistance and 
production licensing, with little direct investment compared 
to that in the US and Europe. The think-tank official 
explained that the Japanese attitude towards South Korea 
changed last year. Besides MMC, only Mazda has a capital 
tie-up in the country through its 8% stake in Kia Motors, and 
other manufacturers were reluctant to cooperate until they 
realised that if they did not, others would and utlimately they 
would lose out. 

In February, Nissan Motor agreed to license Daewoo 
Motors for production of its Vanette small commercial vehi- 
cle, starting with 17,000 units a year in 1987, to rise to 30,000 
units four years later. This follows 
| the South Korean Government's 
decision to lift restrictions next 
year on the types of vehicles each 
manufacturer is permitted to pro- 
duce. i 

At present, Nissan has direct 
investment in production facilities 
of an appreciable size in three 
East Asian countries: 5.6% in 
Malaysias Tan Chong Motor 
Holding; 15% in Pilipinas Nissan 
Inc. (Japan’s Marubeni Corp. also 
holds 15%), and 25% in Taiwan’s 
Yue Loong Motor for passenger 
cars and commercial vehicles. 
Nissan acquired its equity in Yue 
Loong only last year, 
nearly three decades 
after a technical-assist- 
ance agreement was con- 
cluded, in order to pro- 
mote rationalisation and 
janka upgrade the quality of 

~ | the parts produced, said 

Katsuhisa Yabuta, gen- 
eral manager for Asia 
and Australasia. 

Competition among 
Japanese manufacturers 
to bolster their shares of 
Taiwan's motor-vehicle 
market appears to be 
stiffening. MMC hoped 
for government approval 
in late May or in June 
to take a 25% interest 
in China Motor Co. — 
a subsidiary of Yue 
Loong, Taiwan's lead- 
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ing motor manufacturer — to produce 40,000 small vans and 
trucks a year, as well as the Minica three-door XG passenger 
car. The company will concentrate on commercial vehicles 
because it considers the passenger-car sector is already in 
overdrive. 

Toyota Motor, Japan's No. 1 manufacturer, sees things 
differently. It received the go-ahead from the Taiwan Gov- 
ernment in February to acquire a 22% stake in an expanded 
Kuo Zui Motors to produce 25,000 passenger cars and 15,000 
light commercial vehicles from 1988. The export ratio was set 
at 12.5% starting in 1990. Toyota officials said one model in 
each category would be manufactured under the deal, but 
is keeping the names under wraps. Export destinations for 
the output have not yet been decided, beyond a general plan 
to ship to developing countries. Also in February, the com- 
pany received clearance to establish a joint-venture parts- 
manufacturing company, in which it will hold 80% of the 
capital. Production of stamped parts is scheduled to begin in 
1988. 

Toyota's absence is conspicuous, however, in South 
Korea. This is unlikely to change, since Seoul has refused the 
firm's request to set up a wholly owned production subsidiary 
and the three local manufacturers (the government will not 
allow any more) already have tie-ups with Japanese com- 
panies. 

The firm does, however, have a significant presence in 
other Asian countries through parts, engines and assembly 
joint ventures. It has three operations in Indonesia, three in 
Thailand (its affiliate Hino Motors has capital in a fourth), 
and one in Malaysia, where MMC is the Japanese partner in 
the national car project, the Proton Saga passenger car. 

Japanese motor-company executives smile with relief 
when asked about investment in China. Unlike other indus- 
tries in Japan, vehicles manufacturers have limited their ac- 
tivities in that economically volatile country to technical tie- 
ups for production, training and vehicle servicing, as well as 
parts supply. 

Japan may provide technical assistance and investment to 
its Asian neighbours, but it appears far less likely to open up 
its massive market to their fledgeling motor industries. Vehi- 
cles imports into Japan have always been low and most 
sources believe this will continue. South Korea, with Hyun- 
dai making inroads into Canada and the US, would be the 
first in line with exports, but has other preoccupations at pre- 
sent. 

In any case, industry executives suggest there are various 
impediments. These range from the expense of setting up 
sales channels, service shops and spares depots in Japan to 
the fact that the models produced in Asia are too basic to ap- 
peal to the increasingly sophisticated Japanese consumer. {J 
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Let Sanyo 
orient your 
investments. 


No portfolio manager can 
afford to settle for arbitrary 
investment timing and 
mediocre performance in 
the world's second largest capital 
market. Sanyo clients dont. 







Sanyo Securities, for 
Objective in-depth research 
Market timing software 
Portfolio strategy simulation 


- SANYO SECURITIES CO. LTD. 


TOKYO LONDON  GENEVA PARIS 
NEW YORK LOS ANGELES HONG KONG MELBOURNE 
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| TOURISM 


How to decant 
a group for 
fun and profit 


= By Bruce Roscoe 
H ow times have changed. During the Tokyo economic 
E 
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summit in May, a Japanese TV channel played a re-run 
of an April 1964 news programme. On it, a Japanese 
— Government official was advising prospective tourists not to 
. do too much shopping overseas. *Conserve your yen," he 
said. “And use Japan Air Lines [JAL] wherever possible." 
. That year, some 127,000 Japanese went abroad. 
Japanese were then allowed only one overseas trip a year, 
a restriction the government removed in 1966. The Tokyo 
- Olympics had been staged in October 1964; the Shinkansen, 
or Bullet rail line opened the same month. Travel, both 
foreign and domestic, was a young but excited industry. 
. Travel agents proliferated and started competing for the 
- biggest quota of JAL seats. They quickly established package 
tours as the hard currency of the industry and to take most 
. advantage of the introduction in March 1970 of Boeing 747s 
on the trans-Pacific route to the US West Coast. 
Thus the first wave of Japanese overseas travellers began 
. to lap American shores. Agents had become so unruly, and 
some unscrupulous, that the Ministry of Transport, a year 
after the introduction of jumbo jets, moved to regulate the 
, industry with a Travel Agency Law. Shortly thereafter, the 
number of Japanese going abroad topped 4 million, and it be- 
f came evident that so-called sex tours to Asian cities were re- 
Bee ensivle for about half the industry’s rapid growth. 
Embarrassed diplomatically, the government moved in 
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5 1983 to slow the sex trade with an amendment to the Travel 

. Agency Law. Under it, Japanese travel agencies would be 
í  de-registered if their tours included activities that were illegal 
A in the destination country. 
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This year, more than 5 
million Japanese are expect- 
ed to travel overseas. The 
_ government, not in a good 
position — because of its 
_ huge current-account surplus 

. — to ask tourists not to bring 
- back presents from the coun- 
tries they visit, is now en- 

couraging foreign travel. This 

k goes a small way towards re- 

. ducing trade surpluses, as 

Japanese tourists exchange 

their yen for foreign curren- 
cies. That, at least is the 

P theory; but it is very difficult 

. to assess the financial gain to 

countries hosting Japanese 
group tours. Certainly there 

. must be some, but because of 

. a highly refined commission 

System much money finds its 
. way back to Japan. If it did ; 
. not, travel companies would North America 
| go bust. — 

Indeed, funnelling as 
. much of the tourists' foreign- 

Bowreoey spending back to 
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JAPANESE TRAVELLERS 
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Thai feminists berate sex tours: the stakes are high. 





Japan is an essential task of the tour operators. Without re- 
patriation of a share of the Sightseeing, Shopping or Sex-tour 
cash (the agents’ all-important three ‘S’s), many package 
tours would be unprofitable. The business is controlled al- 
most entirely by agents whose numbers have grown to match 
the growth in outbound tourism and to make nearly impossi- 
ble the entry of foreign tour operators into Japan. A handful 
of European agents operated in Japan in the early 1970s; 
today, only one of notable size survives. 

In 1964, Japan had 50 travel agencies licensed to handle 
foreign travel. Today it has 502, but operating beneath these 
are 1,967 sub-agents who sell parts of the bigger operators’ 
packages. There were only 411 such sub-agents in 1973. The 
industry has become fiercely competitive. Margins are pared 
to the bone and beyond. Operators say some tours at the 
point of leaving Japan in fact are unprofitable. 

Travel-industry analysts say the commission system ex- 
plains why many package tours include short stops in a 
number of different countries. It is not unusual for seven-day 
European tours to spend a day each in five countries. A 
single destination generates only one set of commissions 
from shopping or other activities; if there are five cities to 
visit, probably there will be five sets of commissions. Once 
these are secured, tours begin 
to make money for the J apan- 
ese agent. 

Sex tours (or in Japanese 
travel-trade parlance, night 
tours) in Asian and more re- 
cently European cities were 
an extension of the shopping 
tours, in that the commission 
system found a new target 
and commissions could be 
exacted in the same way — 
but in larger number. What- 
ever the attraction, Japanese 
agents must link it to an enter- , 
prise that can return some of 
the tourists’ money. 

The middleman com- 
panies in this linkage are Ja- 
panese “ground operators.” 
They set up local tour facili- 
ties in foreign destinations 
drawing large numbers of Ja- 
panese tourists. Such opera- 
tors negotiate commissions in 
advance with local shops, 
hotels, resorts or massage. 
parlours. Having mapped out 
a tourist course that takes in 
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Japanese tourists, Narita: an enormous industry. 





such pre-arranged local facilities and attractions, the ground 
operator will sell his multi-country package to a home travel 
agency; the latter is conveniently saved the paperwork of 
dealing with local firms at each destination. And it can assure 
package-tour customers that at each foreign destination, Ja- 
panese-speaking staff will be on call. They are, but in most 
cases such staff belong to the Japanese ground operator. 
That is how a single Japanese agency can move 100,000 or 
more Japanese through a number of Asian cities in one 
year. 


await has long been considered the most popular 
Ho tourist destination. Actually, it has only 

recently been so. In 1980, more Japanese visited 
Taiwan (667,078) than Hawaii (568,190). Of those going 
to Taiwan, slightly more than 80% were male. For South 
Korea, over 9095 of Japanese tourists are male and for 
Thailand, about 8096. Seoul, Taipei and Bangkok are the 
most favoured sex-tour destinations of male Japanese 
tourists. 

Conservative estimates suggest that, still, around 2 mil- 
lion of Japan's outward-bound tourists are linked to this type 
of package tour. Japanese tourism to France, England, Italy, 
Greece, other European cities, the US and Australia 
and New Zealand, on the other hand, does not reflect 
this tell-tale imbalance in male and 
female composition. 

Minus sex tourists, the number 
of Japanese travelling overseas ap- 
proaches just 3 million. These Ja- 
panese are not representative of all 
Japan, or even of most large cities. 
In 1984, fully 2 million were from 
Tokyo, Yokohama and the nearby 
Chiba and Saitama prefectures. By 
contrast, only 391,000 were from 
Osaka. The remainder largely re- 
present business repeats of Tokyo- 
and-vicinity traffic, though each 
other of Japan's 47 prefectures 
sends at least 10,000 travellers a 
year overseas. 

Efforts by foreign countries to 
tap this huge Japanese market are 
colossal and constant. About 55 
foreign government and state 
tourist offices operate in Tokyo, 
competing to expand market 
share. The high yen is creating 
another boom in outward-bound 
travel after a period of rela- 
tively slow growth, and more 


Japanese 
departures | 
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Japanese tourists appear to be searching for new destina- j ' 
tions. 1 
New Zealand, China and Australia are recording the fast- 
est growth rate among all destinations. As favoured Asian - 
and European cities learned some years ago, these countries 
are now discovering that Japanese have become the Ameri- - 
cans of Asia — except that they outspend Americans by a 
wide margin. A 1985 survey of foreign tourist spending in | - 
New Zealand showed Japanese spent more than double | . 
American tourists. The daily spending of Japanese in New 
Zealand was NZ$187 (US$110) — compared with NZ$88 for 
Americans and NZ$32 for Britons. 
Japanese Government officials and academics, evidently 
with scant understanding of how their commission-based 
tourist industry works, are perhaps too quick to overstate the | 
benefits Japanese tourists bring to their destinations. Al- |. 
though travel is expected to broaden horizons of both guest |. 
and host, many Japanese appear to return to Japan after | 
"seeing" four countries in five or six days, convinced that | 
their home country is superior in every respect. The pace of | | 
the package tour does not allow time to meet and talk with | | 
people and observe culture and customs. : | 
And it can be as difficult for foreign travel agencies, even IE 
in their home country, to obtain a slice of the business as it is r 
for them slot themselves into the business in Japan. Japanese | - 
travel agents tend to use the notion that Japanese travellers $ ; 
need special attention that only Japanese can give, as an ex- | 
cuse to monopolise tourism activity in the destination coun- | - 
try. The language barrier is an easy one to erect against , 
foreign travel companies. Illusions of Japanese uniqueness | 
compound this profit-motivated tendency to prevent tourists d 
deviating from a set course. j 
Japanese travel companies did not invent the commission | - 
system, but they certainly have refined it to the extent it has - i 
assumed the proportions of a huge business in its own right. | - 
A Japanese ground operator working in a foreign country has | - 
a powerful negotiating tool if he can promise a foreign hotel, | | 
shop or resort that his company can deliver, say, 10,000 Ja- | - 
panese tourists a year. In 
A former employee of one of Japan's largest travel agen- | 
cies explained to the REVIEW details of one commission sys- | - 
tem started in Hongkong by a Japanese ground operator | 


| 

based there. Three Hongkong jewellery shops had each ag- | 

reed to pay the operator 20% of the sales price of all jewel- 
| 
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lery bought by Japanese tourists whom the operator took to — 
these shops. But because the opera- | 
tors income from commissions | 
would fluctuate, the shops were — 
told to pay the operator US$5 a 
head for each tourist who entered - 
the shop, regardless of how many 3 
—ifany— purchases were made. _ 
Further, the shops were asked, . 
and agreed, to hire a coach to drive — 
the tourists from their hotels tothe | - 
shops and to foot the bill for the | 
driver and guide. Thus, prices for |. 
Japanese tourists at these shops, 'H 
which still had to pay their own |. 
staff and make a profit, always | 
were higher than at other shops | 
not included on the itinerary. A | 
New Zealand tour-bus driver, ap- | 
parently well acquainted with the F 
commission set-up at shops into | 
which he decanted Japanese pack- |. 
age tourists, recently contributed | 
his views on the system in a letter 
to the editor of a local newspaper, 
and signed off: “Sayonara, sucker!” |. 
Asia still draws the greatest |. 
number of Japanese tourists, but - | 
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these are overwhelmingly male. One in three Japanese men 
travelling overseas goes to Taiwan and nearly one in two 
visits either Taiwan, South Korea or Thailand. Traffic to 
these points is holding steady, while to the Philippines it has 
declined; this, however, has been compensated for by a sharp 
increase in the number of Filipinas visiting Japan. 

Weekly airline-seat capacity from Japan is still heavily 
weighted towards Southeast Asia, with 113,607 seats in 1985. 
That compares to 63,908 seats a week on the trans-Pacific 
route, the next busiest. Group-travelling Japanese men have 
not been the best of ambassadors in Asia, leaving embedded 
in the hearts of many the notion that Japan's wealth has en- 
slaved the women of poorer Asian countries. 


ordering meals and shopping in Japanese, treating South 

Korean service-industry staff as though they were serfs. 
Such complaints are surfacing in China, whose biggest tourist 
market is now Japanese. Rather than nurture mutual under- 
standing and respect, Japanese tourism here appears to have 
served only to reinforce mutual contempt. 

Yet the structure of the Japanese industry is slowly chang- 
ing. Encouragingly, there is an increasing number of Japan- 
ese women tourists, whose relative patience and tolerance 
make them pleasant guests. Some foreign countries’ tour- 
promotion strategies now specifically target Japan's female 
market. In 1984, women accounted for 34% of all Japanese 
overseas travellers, up from 25.6% in 1975. Between 1979 
and 1984, female outbound traffic grew at 9.796 a year, while 
male traffic rose only 3.6%. In the 15-24 age bracket, female 


|: South Korea, Japanese men can be heard arrogantly 


Al obuaki Kuniya’s skills as a psycho- 


for the task of teaching Southeast - 
Asian travel-industry people how to 
ope with tourists from Japan. . 
A consultant to the Japan Travel 
Bureau Foundation, Kuniya's semi- 
nars in the Philippines, Indonesia, | 
Singapore, Malaysia and Thailand on 
he psychology of Japanese tourists | 
have proved so worthwhile that Aus- 
tralian and New Zealand travel-indus- 

try organisations are inviting him to — 
give similar seminars to prepare their 
wn staff for the influx of Japanese 
purists both countries are experienc- 


And the Tokyo-based Asean | 
Promotion Centre on Trade, Invest- 
ment and Tourism has collated papers. 
from Kuniya’s seminars to compile a 
manual on attitudes and needs of Ja- 
pa ese tourists that has become a bible 
the business. 
Japan should have been despatch- | 
ing professionals of the likes of Kuniya 
to Asia when the tourist boom began. - 
S it is, he departs on his missions 
fter 20 years of misunderstandings 
e perhaps permanently alienated _ 
many who thought Japanese travelling 
abroad were capable of attending, un- 
assisted, to their own needs. =  . 
 Kuniya's central point is that most 


Japanese need help when they are out - 





T therapist qualify him eminently C = — 





Kuniya: when in Rome... 


 panese guide, says Kuniya, knowshow wh 
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travellers now outnumber males, though they are outnum- 


bered by 4:1 in the 30-39 bracket. But Japanese women are 
avoiding Asia, preferring Greece, the North Marianas, Fiji, 
New Caledonia, France, Canada, Spain, Switzerland, Nor- 
way and Italy. 

Another change is the increasing number of young and el- 
derly Japanese travellers. Teenagers' share in total outbound 
traffic grew from 2.7% to 3.5% in 1979-84, while the share of 
those over 60 rose from 2% to 10.3%. Japanese tourism offi- 
cials say package tours are getting smaller, but there are no 
figures to support this. Agencies, however, note a marked 
trend towards more individual travel. 

Japan's total outbound travel market has recovered 
strongly since the 1979-80 oil crisis. Outbound numbers 
dropped 3.2% in 1980, but rose 2.5% in 1981, 2% in 1982, 
3.6% in 1983 and 10.1% in 1984. The high yen may now push 
the outbound total beyond 6 million within two years, travel- 
industry analysts believe. 

On the other side of the coin, the yen's strength can be ex- 
pected to take a Japan that is 40-50% more expensive off the 
tourist map of many Asian visitors. Asians visiting Japan ex- 
ceeded 1 million for the first time in 1985, after posting an- 
nual double-digit gains in 1979-83 and 6.796 in 1984. Visitors 
from Malaysia, Indonesia and the Philippines have been ris- 
ing at more than 10% a year. 

Most conspicuous, however, are visitors from Taiwan, 
now at the 400,000-mark. Arrivals from China are also rising 
sharply. Chinese business travellers to Japan rose four-fold 
in 1984 and the number of other visitors doubled to 35,681. 
Japanese operators are keenly awaiting greater liberalisation 
of travel from South Korea, which in January 1983 moved to 
allow citizens over 50 to travel for pleasure. R| 


Coffee, tea or procrastination ipga mene 


_ This guide, probably with at least _ 
three years’ certified training, will 
. quietly ask the same question at least 
_ three times before being satisfied with 
. "mo" as an answer. “Japanese have a 
. passive/aggressive psychology, where 
. on the surface they are passive, but un- - 
|| consciously, quite aggressive. Some- 
|_| times you have to tap the aggressive 
| side to get their real feelings,” he said. - 
-~ “Yes or no” choices, put that way, 
can confuse Japanese travellers. | 
Choices as bare as “tea or coffee" are 
upsetting, Kuniya says, relating the _ 
_ theory of perfection by consensus. Ja- _ 
. panese take a long time deciding 
something because they are afraid of 
making mistakes, and this applies even 
. fo such seemingly mundane matters as 
. menus. Japanese, Kuniya believes, re- 
gard choice as a negation of certain 
values. Therefore, wide selections of 


“of their environment. They are not - accompanied by appropriate sugges- —— 
ood at behaving like Romans in t 
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The mark of a determined bank 
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From its inception, ATOCHEM 
has asserted itself as a decisive 
determined organisation 
with confidence in the future. 
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Its philosophy: team spirit, 
efficiency and performance. 


Its symbol: free-fall 
parachutists linking in the sky 
to form the outline of a molecule. 


ATOCHE EM 


4, cours Michelet 


Men of action, La Défense 10 - Cedex 42 
cal Paris La Défense (France) 


like Yves de Monicault. Tél. (1) 49.00.80.80 - Télex: ATO 611922 F 


ATOCHEM : THE WAY FORWARD 


Its main trump card: the quality 
of its products and of its personnel. 
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Influential Philippine voices call for growth 


Retreat from austerity 


By Jose Galang in Manila 


A new long-term economic plan being 
drafted for the Philippines calls for 
an about-face from the IMF-mandated 
austerity measures of the past three 
years to counter a decline of nearly 1096 
in annual output since 1984. The pump- 
priming strategy is a sharp turn away 
from contractionary policies which the 
government of former president Fer- 
dinand Marcos was forced to implement 
in exchange for emergency financing 
from the IMF. 

A final draft of the paper, is ex- 
pected to be submitted to the policy- 
making National Economic and Deve- 
lopment Authority (NEDA) by July, 
and is expected to be accepted by the 
cabinet. | 

The team which prepared the draft is 
dominated by academics, prompting 
criticism from some business interests 
who insist that many of the policies 
proposed are “too theoretical” and are 
unlikely to work in practice. For in- 
stance, the policy outline seems to as- 
sumed that graft and corruption, a drag 
on previous development efforts, could 
be eradicated overnight. 

The proposed programme is aimed 
at stimulating demand — through in- 
creases, for instance, in private con- 
sumption, investment and government 
spending — to spark production and in- 
come expansion. The pump-priming 
strategy is seen as an alternative to the 
IMF prescriptions which, the new pro- 
gramme’s proponents now say, led to 
the general economic slowdown of 
1984-85, resulting in “sharp increases in 
underemployment and unemployment 
rates, and in the underutilisation of 
existing capital stock.” Most economists 
appear convinced that the current ex- 
cess capacity may be exploited without 
unduly re-igniting inflationary pres- 
sures. 

Private investment (both domestic 
and foreign) is projected to play a major 
role in the pump-priming scheme. How- 
ever, it is expected that initially the re- 
covery will not be strong. Rather, new 
capital formation will build up only 
gradually as recovery proceeds and ca- 
pacity limits are approached, the 
economists predict. 

The draft programme, which will be 
for the five years from 1987, calls for at- 
tracting foreign investment in areas 
where it is needed. However, it also 
calls for a limit to foreign control of local 
corporations — 40% as a rule, though 
this may be increased in proportion to 
the volume of exports out of its total 
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production. Foreign-owned operations 
aimed at exploiting protective tariff 
rates available for local enterprises are 
to be disallowed. Foreign-owned firms' 
borrowings from the local capital mar- 
ket will also be curbed. 

The success of the new programme, 
as its draft now stands, is largely depen- 
dent on a steady inflow of foreign ex- 
change which will ensure sustained op- 
erations of import-dependent manufac- 
turing industries. That will be a tall 
order, given the current low revenues 
from exports and the prevailing anxiety 
among foreign investors over Philippine 


prospects. Foreign loans, of which the | 





Ongpin: limiting the de 


Philippines had total outstandings of 
US$26.25 billion at end-1985, can be 
unpredictable. 

The IMF programme, which effec- 
tively clipped the Marcos government's 
frivolous use of borrowed funds, was 
designed to correct the prolonged de- 
ficits in the country's balance of pay- 
ments. On the other hand, the new pro- 
gramme will seek not only to revive ac- 
tivity in various sectors but also to pave 
the way for an equitable distribution of 
economic gains. 

Some of the basic components of the 
IMF programme, however, ate also 
found in the proposed five-year plan. 
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For instance, the new programme is | 
firm in seeking the dismantling of |. 
monopolies in key agricultural sectors. | 
In fact, the government of President | 

Corazon Aquino has already started | | 


promulgating free enterprise in the | 
sugar, coconut, grains and cattle indus- | 
tries — all formerly under monopolies - 
headed by close associates of Marcos. | 
The proposed programme favours di- | 
rect taxation and increased reliance on | 
domestic sources of tax rather than on |. 
external transactions, a major condition | 
made by the IMF prior to granting - | 
standby credit to Manila earlier. c; 
But budget deficits that the Aquino | 
administration will have to incur under | — 
a pump-priming scenario are expected | 
to cause some friction with the IMF, | 
with which the new Philippine Govern- |. 
ment is trying to negotiate a new credit | 
facility to replace the standby agree- | 
ment that was dropped after basic fiscal | 
and monetary targets were exceeded in | 


the final weeks of the Marcos regime. — | 
I, 
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R ecent estimates show that the fiscal | 
gap had already exceeded by 2596 | 
the full-year 1986 target of P20 billion. | 
(US$990.1 million). The previous gov- | 


ernment had committed itself to hold | 
the deficit in 1985 to 0.9% of gross na- | 


tional product, but efforts at boosting | 
. . sa e 
consumption in the wake of the general | 
slowdown during the period pushed the | 
actual shortfall to 2%. For 1986, the | 
proposed programme seeks a budget | 
deficit ceiling of 4% of gross national | 
product, given the shortfall it inherited - 
from the old regime in late February. | 
Part of the big deficit shaping up for | 
1986 is due to recent reductions in the | 
prices of fuel, through cuts in sales. | 
taxes, made contrary to recommenda- | 
tions by the IMF. Nonetheless, current ug 
plans for trimming expenditures, which | 
are also contained in the proposed pro- | 
gramme, include the abolition of certain | 
government agencies whose functions | | 
merely duplicate those of other entities | 
or may be passed on to related govern- | 
ment units. P 
A key ingredient in the proposed | 
: ; : ; "Ae 
plan, which is already making the coun- |. 
try's creditors skittish, is the proposition | 
that external-debt management comes | 
only after rekindling economic growth. | - 
The IMF programme, the new plan'sar- - 
chitects say, prescribed a debt-servicing m 
scheme that will make economic re- | - 
covery “hard to come by this year, and | | 
probably also next year.” Continuation | i 
of the austerity measures would have re- | 
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cline of up to 2%. On the other hand, 
. |. NEDA and government technocrats are 
| Jeoking for growth of up to 2.5% this 
. year and about 5-6% in 1987. 
» Conditions that the proposed pro- 
- gramme requires prior to debt-servicing 
I — *we should first aim for reasonable 
| economic growth and only then work 
| out debt-restructuring plan consistent 
| B with that” — would include: “The 
| _ financing of interest payments [since 
. not all interest payments can be shoul- 
- dered with a growth-oriented debt man- 
d Een. a more general external 
financing to support balance of pay- 
| ments, and a more favourable environ- 
| ment [access to markets, falling interest 
| and oil prices]." 













| i ! n one of the programme's more contro- 
| Wversial components, the proponents 
| urge the government to try to pass on 
some of the costs of adjustment to its 
_ creditors. “It is not important, after all, 
| whether one calls the process ‘selective 
PP repudiation or ‘conciliatory default.’ 
. What is indispensable for recovery is a 
reduction in the country's debt bur- 
den." The director-general of NEDA, 
| Solita Monsod, has long made known 
| her adherence to this stance on certain 
oc obligations. Included in this 
| category are such loans as those incur- 
"m aH 'ed for the idle US$2.1 billion Bataan 
4 nuclear power plant and some used to fi- 
| nance the acquisition of sugar mills — 
| through allegedly irregular means, in- 
| cluding payment of kickbacks — in the 
| mid-1970s. 
| d How the pump-priming scheme that 
| is certain to raise demand for imports 
" will jibe with that kind of approach to 
| creditors, who after all also provide 
| | trade financing, remains problematic. 
. The proposed programme, however, 
bats for two policy measures to boost 
| exports: removal of all export taxes and 
. adoption of a flexible exchange-rate po- 
| licy that will prevent undervaluation of 
| foreign exchange. 
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^ 4 By Charles Smith in Tokyo 


alks held in Tokyo between the Phi- 
lippines and its main Western cred- 
| itors to prepare for a formal meeting of 
its Paris Club of aid donors later this 

year are believed to have failed to pro- 
| duce conclusive results, mainly because 
.| the Philippines was unable to produce 
concrete figures on the country's debt 
^ situation. 

| . While in Tokyo for the 29-30 May 
| meeting, however, Finance Minister 
. Jaime ngpin signed an agreement with 
. Japan s Overseas Economic Coopera- 
. tion Fund which partially unfreezes the 
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Suc 1 measures could i TNP ct on the 
future directions of agriculture and 
manufacturing. For instance, import 
substitution was effectively encouraged 
to the detriment of export develop- 
ment. That policy also led to a prolifera- 
tion of various manufacturing industries 
— owing to relative ease in importing 
capital goods — that turned out to have 
insufficient markets. 

As in all official proclamations from 
the new government, the propane eco- 
nomic policies — both broad macro- 
economic policies and those specific 
in rural areas have consistently eroded 
in the 1970s despite big increases in pro- 
duction levels, leading to a stagnation in 
activity in the sector in the early 1980s. 
The rural-urban income ratio dropped 
from about 75% in the 1970s to 50% in 
the early 1980s. At least 7076 of the 
population live in the rural areas. 

This decline “has resulted from eco- 
nomic policies — both broad mac- 
roeconomic policies and those specific 
to agriculture — that implicitly taxed 
agriculture causing a substantial drain 
of the sector's resources while burden- 
ing it with the absorption of more than 
its share of the growing labour force and 
discouraging private-sector initiatives 
to increase productivity. This is the 
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Tokyo unfreezes some aid to Manila 


Japanese bilateral aid programme. 

The agreement provides for Japan to 
disburse ¥16.3 billion (US$93.4 mil- 
lion) worth of funds for seven projects, 
just over half the amount original- 
ly earmarked for the 1986 aid pro- 
gramme. Four more projects, which the 
new Philippine Government claims 
were designed as political “handouts” 
to former president Ferdinand Marcos, 
will be reviewed and probably cancel- 
led. 

New commodity aid to the Philip- 
pines remains frozen but Japanese offi- 
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riculture iud the overall income- distri- 
bution problem in the Philippines.” 

The draft economic programme calls 
for the channelling of more public in- 
vestment to rural infrastructure projects 
(particularly farm-to-market roads and 
irrigation systems). An emergency em- 
ployment programme to mobilise the 
jobless in the construction of these pro- 
jects and the maintenance of exist- 
ing structures is recommended for 
the initial phase of the overall pro- 
gramme. 





ut a more severe problem of agricul- 

ture is the scarcity of preferential 
credit, which in the past has largely been 
directed to areas listed in government 
priority plans. Agriculture is consis- 
tently tagged a high-risk area by credit 
sources because of such unpredictable 


factors as bad weather or rural in- 
surgency. The programme proponents 


urge credit extension to be tied to equity 
considerations (given that the bulk of 
the country’s poor are in rural areas) 
rather than economic-efficiency ratings. 

Pushing further the free-enterprise 
ideology in agriculture, the programme 
urges the government to limit its role to 
improving marketing infrastructure and 


— T.R LANSNER 





cials explain that this is for technical 
reasons only. The specific problem is 
that roughly half of the ¥15 billion 
worth of commodity aid committed in 
1985 has yet to be used by Manila. In 
order to speed up the use of commodity 


aid that had already been committed, 


Japan has agreed to allow the Philip- 
pines to use its own foreign exchange for 
imports in the first instance, sub- 
sequently reimbursing itself out of Ja- 
panese aid funds. 

Japanese and US officials have re- 
fused to comment in detail on the re- 
sults of the World Bank-sponsored 
Philippine creditors meeting, alleging a 
*vow of silence" by all participants. The 
impression was, however, that the 


meeting was disappointingly vague, at 


least in so far as it dealt with the over- 
seas debt situation. World Bank offi- 
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in domestic and intérnational marketing 
of farm output, as practised by the Mar- 
cos government. If that is pursued, 
prices of basic commodities such as rice 
and corn should go up in the coming 
months, making the field attractive to 
planters and investors. 

For the inevitable shift of sugar lands 
to other crops, the programme proposes 
raising a fund from a tax on the differ- 
ence between the favourable prices of 
the product in the US (sold under quota 
arrangements) and the world price. For 
coconut farms, intensified intercrop- 
ping is suggested to raise productivity. 

The proposed programme also seeks 
the removal of all quantitative restric- 
tions on imports, including licensing. 
The move is expected to be vigorously 
opposed by local manufacturers, still 
suffering from the debilitating slow- 
down in demand since 1983. As a tem- 
porary accommodation, however, it ts 
proposed that tariff protection be ex- 
tended to selected sectors. 

The previous industrial promotion 
policy of allocating estimated economic 
industry capacities to selected investors, 
through the Board of Investments, is 
also to be phased out. That strategy, it 
was noted, has failed to take into ac- 
count the promotion of small and re- 
gionally dispersed enterprises. The pro- 
posed programme urges greater atten- 
tion to industrial and export infrastruc- 
ture, particularly in rural areas, includ- 
ing credit, technical and marketing as- 
sistance to small ane medium-scale en- 
terprises. 

Various incentives granted to certain 
industries — such as car and truck:as- 
sembly, and those located in export pro- 
cessing zones — are to be phased out by 
the end of the decade, under the draft 
plan. Local production of vehicles has 
proved to be more expensive than im- 
porting. On the other hand, bonded 
warehousing has been considered a 
cheaper alternative to export zones. Kl 


| 
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cials told the REviEW that there had 
been some discussion of domestic policy 
issues with attention focusing on the 
budget deficit and possible changes in 
tax policy. 

Ongpin told the meeting that he 
hoped to be able to limit the budget de- 
ficit to P24 billion (US$1.19 billion) in 
1986. The Philippines would like to 
bridge the deficit by borrowing over- 
seas, but of the major Western creditor 
countries, only the US seems willing or 
able to provide funds specifically. for 
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| and multilateral 
included the US, Japan, Australia and 
West Germany, as well as the World 
Bank and the Asian Development 
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Their own medicine 


Tokyo laments a rush from samurai bonds into Euroyen 


By Bruce Roscoe in Tokyo 


S overeign borrowers locked into 
interest rates of 8-9% and hit by the 
steep appreciation of the yen are pulling 
out of the Japanese capital market in 
quick succession. The more competitive 
Euroyen market is now being tapped for 


_ billions of yen to refinance redemptions 


of these foreign-issued, yen-denomi- 
nated publie issues, commonly called 
samurai bonds. And several foreign 
governments have left the Japanese 
market swearing never to return. — 

When samurai issues took off in the 
1970s, foreign governments rushed to 
T okyo to raise yen made cheap by rela- 
tively low interest rates.and their own 
strong currencies. A nearly 50% ap- 
preciation of the yen against the US dol- 
lar and a number of Eurocurrencies 
since February 1985, and a two to tliree 
percentage-point drop in domestic Ja- 
panese interest rates now make. the 
early samurais most expensive instru- 
ments to service. 

Despite the more favourable rates at 
which foreign borrowers can now issue 
yen bonds in Japan, these rates still are 
uncompetitive with Euroyen terms. For 
example, the Korea Electric Power Co. 
is making a five-year samurai issue at 
6% in June, though for borrowers with 
better credit rating, 10-year issues are 
appearing in the Euroyen market at 
5.75%. Rates on 10-year samurai issues 
fell from around 9% in the mid-1970s to 
7% in early 1985 and to 5-6% this year. 

Some foreign-government borrow- 
ers appear set not just on getting out 
of yen in Japan, but on getting out of 
yen altogether — or at least reducing 


| the yen-weighting of their portfolios by 
enders 


a big margin. In some cases, sovereign 
borrowers. are. using. part of the. yen- 
component of their official foreign-ex- 
change reserves to repay yen borrow- 
ing. The ia as of Finance (MoF) and 
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the big four securities houses (Nom 
Yamaichi, Nikko and Daiwa) app 
acutely embarrassed by the su 
popularity of the Euroyen market. 
Of more significance, however 
that sovereign borrowers refina 
their early redemptions outside the. 
panese capital and Euroyen markets 
preparing to return to the US d 
they originally left for yen. Encou 
by the low value of the dollar and fal 
US interest rates, these borrowers ter 
to feel that the yen, despite its re 
steadying against the US unit, is 
undervalued in terms of Japan’ E ba 
looning current-account surplus, 
Already this year sovereign bore 
ers have scheduled Y140 bi 
(US$813.9 million) in redemptions 
fore maturity. The total will increase 
Y172 billion with the addition of 
demptions by Banque Française 
Commerce Extérieure and Dow Che 
cal in July. Thailand has redeemed t 
samurai issues in consecutive mo 
and bond underwriters expect 
Philippines and Malaysia to follow. 
A rush of redemptions is about 
begin for the approximately 108 s 
rais carrying coupons of 8% or m 
Coupon rates in the samurai ma 
since January have ranged arou 
5-695, yet in April only three samut 
were issued in Japan, for a total of 4 
billion. By contrast, 23 issues w 
made in the Euroyen market for Y: 
billion, “The samurais are going to Li 
don," moaned a Japanese underwri 
Now that the ice has been br 
first bravely by Singapore, which in 
cated it would not in any case retui 
the market, and.by Denmark, : 
borrowers. feel less reluctant. to ‘ex 
cise their right of early redempti: 
New Zealand Finance Minister Ro 
Md iu recently in Tokyo, hinted 















wants to reduce its yen depen. 
ustralia’s s case ty pifies the quest for 
mption. The Australian Treasury 
ght last September to refinance its 
4 samurai issue, for ¥30 billion and 
rying à coupon of 8.2% , but decided 
st exercising the option, which in 
issue recurs every six months. Offi- 
ssay Australia view ed market condi- 




















ralia and New Zealand, which also 
| to scrap one issue, appeared to 
“been talked out of it by the MoF. 
The stigma of the foreigners’ early 
hdrawal from the market was largely 
in the smooth redemption made in 
rch by Finland through the good of- 
es of the Bank of Tokyo. "Denmark 
mud on its face, but once Finland 
oved, it was clear the way was Open,” 
id one embassy financial attaché. 
1e Finnish case was kept quiet, then 
ers started to move." 

ith its redemption efforts last Sep- 
ber, Denmark found more resist- 
e in the MoF than among investors. 
he] MoF is concerned not for issuing 
sons but for the discomfort of having 
© through this procedure," a Euro- 





'eign investors increasingly 
Taiwan’ s growth record 


Carl Goldstein i in Taipei 


“new milestone in the gradual inter- 
| nationalisation of Taiwan's stock 
tket was reached on 22 May with the 
rmal launch of the Taipei Fund, a 
ondon-listed indirect investment vehi- 
for. foreigners. The US$25 million 
ind is the second new vehicle to enter 
e market this year, and the launch ofa 
ird is expected some time during the 
Xt seven months. 

Like the earlier funds to enter the 


reholders. On the domestic side, 
hich accounts for 76.7% of the total 
ares, Hong's Group of Taiwan is the 
ad player with a 34.2% stake. The 
foreign shareholders are Bache Securi- 
es UK, G. T. Management Asia, and 
B nkers Trust Investment Corp., each 
h just under 8%. 
The new fund was. preceded two 
onths earlier by the establishment of 
the Formosa Fund, a joint venture 
ong Kwang Hua Securities and In- 
estment- T must; PHOEBE Bank 











s as "not right" at the time. But both - 


rket, the Taipei Fund is a joint ven- | 
e. between domestic and foreign | 
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es n 0 pe 1 
y Y | owed its tákpavers the *250 million it 
'could save by the redemption even a after s 


paying a penalty premium. 

To refinance its No. 4 samurai issue 
and a €15 billion Euro-issue, Australia 
in May went to London to raise Y45 bil- 
lion on the Euromarket. *We did our 
sums and found by early redemption we 


could save the Australian taxpayer 


A$36 million [US$25.7 million] on in- 
terest payable on the outstanding amount 


-of this bond. It had a coupon rate of 


8.296," an Australian official said. The 
new, five-year Euroyen issue carries a 
coupon of only 5.5% — just 0.2 of a per- 
centage point higher than the interest rate 
given to Japan's most favoured borrower. 
China, for the Bank of China's Y50 bil- 
lion samurai bond issued in April. 


Asse China has been à recent 
major issuer of samurai yen bonds, 
it entered the market relatively late. 
making its first issue in November 1984, 
for ¥20 billion over 10 years at 776, and 
thus may not feel as constrained as, say, 
Thailand (which entered first in July 
e for ¥10 billion over 10 years at 
8.8%) to exercise its right of early re- 
demption. China's case is also different 
because of the extremely favourable 
terms accorded by Japanese underwrit- 
ers for its recent yen issues, making it 
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Taipei Stock Exchange: all-time hig 


Zurich, Hoare Govett and MIM (Asia | 


Pacific). Both funds were following in 
the footsteps of the International In- 
vestment Trust Co.’s (HT) Taiwan 
(ROC) Fund, which started up in late 
1983. The third fund slated for this year 
will be opened by China Securities In- 
vestment and Trust Corp. 

Interest in the local stockmarket 


among foreign investors has been build- 


ing for several years, a result not only of 
the general trend towards greater inter- 
nationalisation. of fund managers’ 
portfolios, but. also. of the hope that 
Taiwan's record of steady, rapid econo- 
mic growth makes its stockmarket a 
good risk. Despite serious shortcomings 
in the: available financial data and ac- 
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deemed earlier ha 








domestic funds latera in the year. 


ey not been dis- 
couraged from doing 80 by the MoF and. 
their lead manage Although the con- 
tracts include - *demption-before- 
maturity clauses, Japanese institutional 
investors say they subscribed to the yen 
samurais on the” ‘understanding they 
could be held to maturity. Until now, 
virtually no effort at the official or pri- 
vate level has been made to create a 
secondary market for these issues. Had 
a secondary market ‘existed, investors 
buying for quick capital” gains in the 
fashion of some Japanese: institutions 
dealing in US Tréasury issues would 
probably not have objected so fiercely 
to early redemption. 

Objections have-been fierce. They 
also point to a double standard among 
Japanese banks and securities houses 





: which, when it suits them, make full use. 


of redemption clauses in their foreign: 
borrowings. "Why should we behave 


. nicer to them than they behave towards 
_ us?" asked one Tokyo-based foreign of- 
ficial. “Japanese investors are aggres- 
. sively competitive in the Euromarket 
; and they have these redem ption clauses 


ind 


and they use them.’ 

After Denmark iade» known its 
plans to redeem its samurai bonds, the 
big-four securities companies convened 











counting standards among local com- 


panies, the market is probably a good 
bet. Falling oil prices and the rise of the 
yen have combined to give Taiwan's 
economy a strong boost; this year's real 
economic growth should reach 8*5. 
Long-term prospects remain reasonably 
good. 

Financial authioitüés* in ‘Taipei for 
their part see foreign partners as bring- 
ing an added level of sophistication to 
the local securities industry, rather than 
as a source of capital. In fact, liquidity in 
the entire financial system has been dri- 
ven to all-time highs by Taiwan’s bur- 
geoning trade surplus and foreign-ex- 
change controls that require most of 
trade receipts to be turned into local 
currency. Since the beginning of this 
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| 
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year, the Taipei Stock Exchange has | 


seen its average daily trading volume — 
running at NT$2.18 billion (US$57.13 
million) through the end of April — dri- 
ven up to more than three. times last 
year's level. | 

In line with the Securities and Ex- 
change Commission's goal of providing 
more channels for domestic investors, 


JIT established a domestic fund at the 


e agant of 1986. de the fering, of 


year. National Investment: and Trust, 
the local managers of the Taipei Fund, 
and Kwang Hua also had plans to set up 














reached an unwritten ag greement that 
borrowers who exercised their right of 
early redemption and did not refinance 
in yen samurais would not be welcome 
to use the samurai market again. The re- 
port said securities companies would 
exercise Jishu (restraint) in underwrit- 
ing prospective issues of these appa- 
rently wayward sovereign borrowers. 
Later a consensus of acceptance of the 
redemptions emerged, and the big four 
again met on 15 April to rescind their 
earlier boycott plans. - 
The MoF makes three points on the 
redemption row. Toshimi Konno, dep- 





uty director for capital markets in the 
ministry's 


s securities bureau, says na- 


Years beginning Aprii, — - co 
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~ ANNUAL MEETING OF SHAREHOLDERS 


The Annual Meeting of Accor shareholders approved the Group's 1985 financial statements. Net earnings for the , yeal 
excluding exceptional items, amounted to FF 178.2 million, an increase of 25.5% as compared to 1984, andi an increase o 
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ors. Investors had known samurai 
bonds had redemption clauses, but 
none had. expected them to. be 
used. "While the legal provision for this 
exists, the custom does not. The 
Furomarketis different because there is 
a strong secondary market," he says. 


Kon insists the ministry never told 
foreign borrowers they should not 
exercise their redémption rights, but only 
that they should consider carefully the ef- | 
fects their actions would have on the mar- 
ket. “If we decided not to allow it, every- 
one would go to the Euromarket, andwe 
now find we are competing with Euroyen. 
The volume of yen on the Euromarket 
this year will probably 
reach ¥3 trillion.” 

The third ministry 
argument is that foreign 
borrowers can 
under easier terms than 
local borrowers, making 
the samurai market re- 
latively freer. For exam- 


of highly rated borrow- 
ers, Japanese must ad- 
vance collateral against 
their bonds. The impli- 
cation seems to be that 
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nearly 10096 as compared to 1983, the year the Accor Group was formed. 


After tax earnings per share before exceptional items rose 18.276 over the 1984 figüri: The Meeting voted a per sh 
. dividend payment of FF 5.80 (to which is added a tax credit of FF 2.90 for a total yield art FF 8. 70 per share), an increas 


18.4% over the 1984 dividend. The dividendi is payable August 4, 1986. 


These results Stem from the policy of strong growth Accor has applied over the last several years in France. and abroad 
the four business sectors in which we intend to be among the world leaders: Hotels, Commercial DESIT, Institutiona 


Food Service and Meal Vouchers. 


Our first objective: growth in Europe 


Accor, now operating in 64 countries, is moving closer to achieving its sieve of a sirofig European presence outside 
France. In 1986, we will begin to reap the fruits of our investments in Germany, Great Britain and the Benelux countries. - 


Our second objective: quality products and services 


: Accor's policy is to offer strong, clearly defined products and services whose duai combined with Group productivity a 
* in great part responsible for our growth in profits. The ambitious training programs developed and offered throughout ti 


_ Group are one of the cornerstones of this policy. 


1986 will be a year of further expansion in France and in other international markets in our main sectors of operation: 
— İn France, where our successful takeover bid for the CNIT, Paris’ larg 


for domestic growth; 


— In Africa, and above all in North America, where we plan to strengthen and expand the projects now under way; | 
— In South East Asia and the Far East, where we will continue to pioneer in the hotel sector, as demonstrated EX our 
recent association with Shui-On, a large Chinese construction company based i n Hong Kong. 


. Both sales and earnings have progressed satisfactorily in the first four months of 1 986. They! have surpassed theo objective 
: Set, ina time context in which the price controls clamped on the hotel industry in France wilh ay be mog - This will TON 
fhe nee we need for fast reaction to changing market trends. i 









n Accor’ s 1986 consolidated net income promises to be more a fhan 25%. 


lo ot on principle redeem | 
bonds out of consideration for invest- 


issue 


ple, with the exception. 




































| from syndicated yen loans. “We di 


est exhibition center, ‘will give us another ba 


"But the’ ministry ad the indi 
large are worried. Liberalisation of 
ital markets was supposed to incre 
Japan's attractiveness to foreign t 
rowers, not diminish its competitiver 
against other markets. Although 
whole package of measures to reviv 
samurai market has not been reveal 
Konno indicated that borrowers wit 
credit rating of only single-A wou 
fully eligible and would not hav 
meet the set of requirements previi 
applied to low-rated borrowers. . 
Among other concessions .u 
study is the possibility of the Toky: 
erations of foreign banks and secu 
houses being allowed to lead- or at le 
co-manage sovereign samurai is 
But bond analysts agree that the mar 
cannot improve appreciably unles 
lead managers of existing issues tr 
create markets for secondary sa 
rather than hold them for their o 
fixed-income return. — 
While the dust from the bust-u 
the samurai bond market is beginni 
settle, some foreign borrowers are 
to be reviewing options for withdr: 


even want to think about this,” said A 
Suzuki, assistant manager for ca 
mar kets: at the Bank of Tokyo. 
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Tes picking: threat af poor crop 
POLICIES 
Call fora 
tea break 


Assam wants a bigger share of 
its major industry’s earnings 


" sing - % ne 
MOHAN RAM 


By A Correspondent in Calcutta 


A ssam's youthful new government led 
by the Asom Gana Parishad (AGP) 
party has asked tea companies to relo- 
cate their head offices to the state, add- 
ing a new worry to the usual concerns of 
India’s tea industry. 

The AGP, which came to power in 
the December 1985 state elections after 
defeating the Congress party, argues 
that Assam contributes more than 50% 
of India’s total tea production, but it 
gains little benefit from the income that 
the crop generates. The tea is mostly 
sent to auction centres outside the state 
or shipped to Calcutta for export. If the 
tea companies’ head offices were shifted 
to Assam, then much of this income 
would be credited to the state’s account 
and the new businesses it would spawn 
would open up employment. 

The AGP is relatively new to politics 
— it was formed in 1978 to oppose the 
entry of “foreigners” into Assam. Dur- 
ing the past eight years, the mostly stu- 
dent-led movement had left the tea in- 
dustry, and other important commodity 
sectors like raw jute, plywood and crude 
oil, largely undisturbed. In fact, most of 
these industries have tried their best to 
stay on the right side of the populist 
movement. The tea traders hope their 
links with the AGP will prove helpful in 
countering the demand that they estab- 
lish their headquarters in Assam. 

For the time being, however, the in- 
dustry is trying to keep its cool and 
would like to believe that New Delhi 
will support it. “If every state of the fed- 
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he Accounts for the year ending Main year-end Balance Sheet data: —— — 
December 31, 1985, which closed with ( billion lire) 
a net profit of Lit 94.8 billion, were ERS'FUN 
approved at the Shareholders Meeting. T AR 
In view of these positive results 
- Lit6 billion over the net profit DEPOSITS 
registered in 1984 - it was decided 
to increase the dividend paid, from Lit 85 TOTAL LOANS 
| per share, and to assign Lit 37 
billion to reserves. Lit 330 billion was TOTAL ASSETS | n = 
| 55,647 
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t aside for depreciation and allocations (net of Engagements, Contingent Liabilities 
vege os ge ig am odes ac and Cross Accounts) | 
gainst Lit 314 billion last year. 
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The Board of Directors and the Board of Auditors are made up 

as follows, after the latter was nominated at the Shareholders' Meeting. 
Board of Directors 

Chairman: Alberto Boyer; Deputy Chairmen: Leo Solari, Sergio Forenti;} 


ing Directors: Lucio Rondelli, Pier Carlo Marengo; | 

„Directors: Giovanni Agnelli, Enrico De Mita, Umberto Granati, 

Pietro Rastelli, Mario Rivosecchi, Francesco Romano, 

Antonino Terranova, Victor Uckmar. 
Board of Auditors - Chairman: Giorgio Dellacasa; 

_. Auditors: Giorgio Arena, Aldo De Chiara, Alfredo Parisi, gU f 
‘Donato Ventura; a 
Alternate auditors: Michele Palasciano, Giacomo Salvemini. o NN 
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e dividend may be collected from May 19, 1986, 

. against presentation of share certificate coupon No. 29, 
- at any branch of Credito Italiano, the Banca 

"Commerciale Italiana, Banco di Roma, 

Banca Nazionale del Lavoro, Banco di 

Napoli, Banco di Sicilia, Istituto Bancario 

San Paolo di Torino, Monte dei Paschi 
-di Siena, Banco di Santo Spirito, Banco di 
Sardegna as well as from Monte Titoli S.p.A. 
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Assam is now 
litical inte- 


ry will crack up in no time," said a 
r tea industry figure. Another ob- 
1: “We have all the sympathy for 
w [government] which must show 
s in the shortest time and in a very 
cult situation, but this [transfer of 
es], I am afraid, is not the way.” 

‘he AGP government had also sug- 
ed that the office of the Tea Board, 
government-run commodity board 
ned to guide and oversee the 
üties of this premier industry, 
ild also be moved to Guwahati, the 
» capital. New Delhi has already 
e it clear that it does not approve of 
idea, though the board's branch of- 
at Guwahati is being upgraded as a 
promise. Similarly, the royalty paid 
ssam (and some other states) on its 
e oil production —some 4-5 million 
s a year — has been raised., New 
“has also announced plans to con- 
= a Japanese-aided, gas-fired 
er station and a refinery, either as a 
ate or joint-venture, in the state. 



































eyond the head-office issue, however, 
other routine questions continue 
orry the Indian tea industry. At the 
of the list comes the threat of a poor 
this season. During the first four 
iths of the calendar year, the 
'tfall in northern India's production 
been estimated at 15-18 million kg. 
| major producing areas, including 
iva and Sri Lanka, only southern 
a is ahead of last year's figure. 

ith most of the season still to come, 
try sources are not prepared to 
too much into the northern India 
t 
ing good the shortfall. The 1986 
j nationwide should exceed by at 
t 12-13 million kg the previous 
"s 657 million kg production if the 
ortable surplus is to be maintained, 
ng into account increased domestic 
sumption. All dependsonthe weather. 
For the Indian industry, crop and 
estic demand levels are vitally im- 
tant because they exercise strong in- 
nce on New Delhi's policy decisions 
fecting such a politically. sensitive 
modity. “Even a small and perfectly 
jtimate rise in the domestic price of 
acts as a kind of red rag for the gov- 
ment and it comes charging in with a 
le panoply of controls and restric- 
is. Since we cannot hope to change 
government's thinking, all that we 
hope and pray fór is that such situa- 
s would not arise," said one source. 
n terms of price, the 1986 Indian 
son has begun on a comfortable 
e. But the situation is less encourag- 
in the important packet tea market, 
1.Sri Lanka in particular quoting 
stantially lower prices than India 
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illion kg. 












But it is not just. a question of © 


aking M ries away from it.” 
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The hunting party 


Singapore imports workers to keep wages down 






By Nigel Holloway in Singapore — 
T Singapore Government is going 
on a hunting expedition to Malaysia 
and developed countries to recruit elec- 
tronics industry workers in order to pre- 
vent wage. awards in the sector from 
cracking the government's pay freeze. 
The Economic Development Board, 
the official investment agency, is lead- 
ing the recruitment drive and plans to 
open a search for qualified engineers in 
Britain in the next few weeks. 
Ministers want to maintain a pay 
standstill for two years as the main 
method for restoring Singapore's com- 
pue In the past week, both 
rime Minister Lee Kuan Yew and his 
first deputy, Goh Chok Tong, have 
gone out of their way to dampen wage 


WAGES vs 
PRODUCTIVITY 
(1985 growth rates, 


Average 
weekly 
earnings" 





*Average weekly earnings — figures annualised by occupational 


structure. 


“At 1968 factor cost. Source: Ministry of 
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expectations fired by weak signals of an 
earlier-than-expected recovery. The 
prospect of big wage increases in elec- 
tronics, one of the few areas to see a 
strong upturn in demand, could encour- 
age excessive pay demands elsewhere. 
A wide range of electronics com- 
panies have been advertising for basic 
assembly operators and engineers in re- 
sponse to a worldwide revival in de- 
mand for their products. The Singapore 
unit .of General Electric of the US, for 
example, has seen a 30-40% increase in 
orders for semiconductors, consumer 
products, electric motors and aircraft 
spares so far this year compared with 
the same period in 1985. The rising yen 
is also encouraging Japanese electronics 
firms to expand here. To forestall a 
wage surge, the government is attract- 
ing operators from Malaysia and techni- 


‘cians from further afield to fill about 


4,000 expected vacancies. _ ES. 
Until recently Singapore has m a- 
tained a highly centralised wage bar- 


overall competitiveness). each year 
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employers in future. This is mandarin- 
speak for assessing the health of the 
economy (productivity, profits and 





without saying exactly how much Singa- 
pore can afford in pay increases. 

In April, a tripartite committee | 
chaired by the permanent secretary of 
| the Labour:Ministry, Moh Siew 
Meng, was-set up to devise a 
more flexible wage system and 
to produce recommendations 
six months later. It will proba- 
bly take years, though, to 
change ingrained . bargaining 
habits radically. For one thing, 
Singapore’s small size makes it 
difficult to prevent big wage in- 
creases awarded to one group 
of workers from feeding 
through to other sections. — — 

At present, many workers 
receive fixed annual increments | 
and bonuses under three-year 
collective agreements only 
tenuously linked to corporate 
or national performance. In- 
crements are usually paid in 
two instalments each year. In 
| addition, companies pay more 
according to length of service, with 
some time-scales rising steeply and con- 
tinuously for as much as 20 years. Ac- 
cording to Goh, the government would | 
like to see pay divided into two compo- - 
nents, a basic monthly salary and a vari- 
able portion that reflects productivity, 
profitability and economic conditions. 

The wage-reform group will find 
there are obvious problems in introduc- 
ing such a scheme in Singapore. Foreign 
multinationals, which dominate man- 
ufacturing, operate notional in-house 
pricing of products and so can only 
guess at their local profits. Even so, the 
National Trades Union ^ Congress 
(NTUC), the chief representative of 
workers’ organisations, has insistently 
asked firms to reveal more information 
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Asia is home to’more than half of mankind. Every day, 
events are happehing here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses. and interprets them. No businessman 
can afford to. ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 


for yourself whether any other single medium puts the | 
economic, social | and political realities of Asia at your. 





fingertips * as does the Asia Yearbook. 





Now In its anth Edition = 3 

‘he Asia 1986 Yearbook, now in its 27th y year, is i Bose 
and more: comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs. to know about Asia must have on the book- 
shelf. p 








Features” 

The Asia. 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Popul ation & Food, Development Banks, 
Asian Finance, Asian Investment, .Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year '$ news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
'country. + 


The main: body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 

Politics and Social Affairs, Foreign Relations, Economy 

and Infrastructure, complete with a map and lists of 

Bading public officials. The Asia 1986 Yearbook gives 
! 'alised, first-hand information on everything from 








| social à and cultural landmarks. Ea 


book ddi 


tial and population trends to foreign aid i Ip. 





































country chapter has a | Databox giving assoni 
statistics. And there is also a statistical round-up X 
piled against a master questionn aire pour by” 





How We Did It vx 
Published by the Far Eastern Economie Review 
Asia. 1986 Yearbook is the result of thousands o 
hours of work during the year. Every week, the He 
correspondents file on-the-spot reports: from - 
major Asian capital and every area of interest thro 
out the region. This leading team of writers, anal 
experts and research staff contribute (as they have 
ularly for 27. years) to keep the Asia 1986 Yearbox 
top of events. To give ‘you. Asia minus the t 
minus the myth. To give you Asia as omiy the Far. 
ern Economic Heviewcan. 
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EE. U E e "ee 
A - suggestions, bargainers, both capitalist 
4 . and worker, have lost the art of negotia- 
| tion over pay and the NTUC and Singa- 
| pore National Employers’ Federation 
| have been conducting training courses 
| to help specialists regain these skills. 
| The personnel manager of one big 
| American electronics firm in Singa- 
f 


| 
i 


pore has even conducted seminars for 


| trade-union negotiators. A Singapore 
| union industrial-relations officer typi- 
| cally handles individual pay talks for up 
] to 30 different companies, a heavy load 


| manageable only with NWC wage re- 


i commendations. 
NS C 

l S: far, the wage standstill appears to 
| w be working. The NTUC says that, in 
| the current wage round, about 10% of 
| workers in unionised private firms have 
a agreed to no annual increment for this 
| year (with 310 workers in three union 
Bouches also accepting: a cut in annual 
| supplements). All the public-sector 
.| unions have accepted a pay freeze by 
| giving up their half-month incentive pay 
| due in July. This makes 4096 of union 
| members in all accepting the govern- 
| ment's call so far. 

| . Moreover, the government pre- 
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. dicted recently that total manufacturing 
_ costs in 1986 will fall by 2-5% thanks to a 
| 15-point cut in emplovers' contributions 
| to the Central Provident Fund (CPF), 
| the suspension of the 296 payroll tax and 
| a cut in the Skills D'evelopment Fund 
| (SDF) levy. 
| _ Singapore has a long way to catch up 
| with its competitors, though. Govern- 
| ment estimates last year showed that 
| total labour costs in Singapore, includ- 
"n ing CPF and SDF, had risen 40% since 
| 1980 in US dollar ter ms, compared with 
| 10% in Taiwan ancl marginal rises in 
| Hongkong and South Korea (REVIEW, 
| 22 Aug. '85). Despite a 1.8% contrac- 
| . tion in GDP last yea r and falling profits, 
| the median wage increase was 6.4% be- 
| cause companies still had contractual 
| obligations from previous years. Aver- 
| age weekly earnings; rose by 3% in 1985 
| and productivity grew by 3.4%, but, if 
| construction is excluded, statistics show 
| increases of 3.2% for earnings and only 
| 1.4% for productiv ity. 
| . In 1986, the NVVC is suggesting that 
| loss-making compianies consider a pay 
| cut. Firms with sta gnant profits, it says, 
| should prevent av 2rage wages from ris- 
| ing by giving no a nnual increment or a 
| smaller bonus. C'ompanies which are 
| making good retuirns should relate pay 
| rises to increases i. n productivity. 
[ Several promi nent companies have 
| already taken thi: heavy hints. About 
| 100 executives of | Straits Steamship took 
| à pay cut of 5-10% » in May, which will be 
| paid back at the e nd of the calendar year 
-if the firm excee ds profit forecasts. At 
| the opposite ext reme of performance, 
| Singapore Airlir ves has offered a vari- 
| able bonus syste m, related to profits, in 
| exchange for the: unions accepting lower 
| ba annual wage inc rements. 
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No popular concessions 


Islamabad keeps its oil-price savings for itself 


By Mohammed Aftab in Islamabad 


T he new Pakistan civilian government 
of Prime Minister Mohammed Khan 
Junejo, leading the country out of eight 
years of martial law, is making little at- 
tempt to go out of its way to court public 
popularity. In its 1987 budget, the gov- 
ernment has chosen to keep for itself Rs 
17 billion (US$1 billion) of windfall sav- 
ings from declines in the prices of im- 
ported oil, tea and edible oils, rather 
than pass them on to consumers or tax- 
payers. 

There were widespread expectations 
that with the international oil price 
crashing from US$28 to US$10 a barrel 
in the past six months, domestic prices 
would also come down, as the govern- 
ment has always been prompt to hike 
domestic prices at the first hint of an in- 
crease in the international market. Now 
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| Revenue .— 
i Internal resources 
|  Revenuereceipts (gross) 
Capital receipts (net) 
Autonomous bodies self-financing 


| Less: transfers to provinces 
| External resources 


that world prices are down, domestic 
prices were also expected to fall. 

The government, which monopo- 
lises and sets prices on oil im- 
ports, refining and distribution, will 
save around US$786 million on petro- 
leum imports during fiscal 1987 (begin- 
ning 1 July 1986). It will also save 
US$208 million on imports of edible 
oils, and another US$6 million on im- 
ported tea. 

But despite the high cost of ordinary 
petrol at Rs 7.15 a litre — of which taxes 
make up close to Rs 4 — the govern- 
ment has decided to retain the profit 
from the reduced crude import cost. 
The 1987 budget presented on 29 May, 
cut retail prices from 2.8% for gaso- 
line, to 10.5% for highspeed diesel 
fuel, for a total relief of only Rs 2.16 
billion. 

Finance Minister Mian Mohammad 
Yasin Wattoo, presenting the fiscal 1987 
budget in the national assembly, an- 
nounced that a projected budget 
shortfall of Rs 11.22 billion will be offset 
by various measures, including the with- 
drawal of Rs 2.33 billion a year of export 


: Current expenditure : 
| Development expegditure à 
| Grant to provinces for education . 


REVIEWTABLE by Andy Tang 


compensatory rebates, which were 
meant to boost exports; Rs 2 billion 
sales of government holdings to the pri- 
vate sector; Rs 390 million in increased 
cost of telephone calls; Rs 260 million 
from increased postal rates; Rs 5.98 bil- 
lion as a result of underspending of pro- 
posed development expenditure (Rs 47 
billion); Rs 170 million more from 
water and power development au- 
thority rates, and an additional Rs 90 
million as a result of railway opera- 
tions. 

After levying new taxes and increas- 
ing prices of various goods and services, 
the government hopes to mobilise ex- 
ternal resources totalling Rs 25.94 bil- 
lion, mainly in the form of economic as- 
sistance from the US, Western Europe, 
Japan and other aid donors. Some of the 





money is already in the aid pipeline, 
while the remainder has been commit- 
ted by the Aid-Pakistan Consortium 
which met in April in Paris. 

Minister for Planning Mahbubul 
Haq, separately explaining the develop- 
ment spending incorporated in the 
budget, said that out of a total of Rs 47 
billion, which is 23% higher than in fis- 
cal 1986, more than one-third will be 
spent to expand power generation to 
overcome the acute shortage of energy. 
The shortage is particularly felt in the 
summer months, the consumption 
peak, and also reflects the increasing 
needs of industry and agriculture. 
Pakistan is planning to expand power 
generation by 3,487 MW by 1990. The 
total cost of the programme will be Rs 
105 billion. Government spending on 
power in 1987 alone will be Rs 16 bil- 
lion. 

Haq said the annual development 
programme (ADP) will also provide Rs 
2.26 billion for anti-waterlogging and 
salinity programmes in order to protect 
800,000 acres of land. He said for a 
start, 5 million acres where the water 
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063% c and. thort isa After the 
mono ma water. table rises, sand 





ie prog 'ramme Sil 
on of Rs 13. 4 ‘billion for rural 
opment to electrify 3,900 villages, 
amore than 3. 000 km of rural 
provide drinkable water for an 
13.5 million people, sanitation 
800,000 people, and increase educa- 
ind health facilities. — 
"or the first time, a provision of Rs 1 
has been made for housing 
M ments. A total allocation of Rs 
3 billion. for education, which is 
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7 cae impact of yen revalua- 
on the manufacturing industry 
ave caused Japan’s economy to 
ring the January-March quar- 
the. first time in more than a 
Phis is despite the fact that 
stic consumption appears to be 
2 up relatively well in the face 
teriorating employment situa- 
and an extremely modest increase 
e basic. "wage level of industrial 











late > aa Joan s first- anter 
ational product figure is expect- 
€ lower than the unrevised Oc- 


farch, marking the first quarter-to- 
er decline i in the level of economic 
ty since 1974, when Japan was 
gling with the ‘after-effects of the 


E revision in the Oc- 
-December GNP figure, which 
e officials now say ts probable, 

d result in a zero growth rate for 
uary-March. But the picture re- 
ns one of severe deflation in the 
iufacturing sector, with especially 
rp declines registered by industries 
. are heavily dependent on exports. 

According to preliminary Ministry of 
nance figures, export volume during 
e January-March quarter was down 
8% from the October-December level 
hough dollar values continued to 
rge ahead as a result of the effect of 
e well known J-curve phenomenon, 
hich temporarily inflates the nominal 
reign currency value of exports). The 
port downturn was reflected in virtu- 
y flat (0.2%) growth in manufactur- 
output during the quarter as a 
le, but by April the industrial pro- 





|| 1985 


tion index - was. . Showing negative: 


able | and i is s 26% more than in 1985786. has i 
been made. - | 


The ADP aims at 6. 8% growth in 
gross domestic product which, if 
achieved, will mean an increase of Rs 
200 a person a year in real terms. Haq 
said *unemployment is the number one 


problem in the country." The Plan- 


ning Commission is working on the 
problem so that the additional labour 
force can be absorbed in jobs; he add- 
ed. 

Haq said the ADP aims at reducing 
the dependence of the economy on 
foreign assistance. Net inflow of exter- 
nal resources is projected to decrease 
from 3.2% of GNP in fiscal 1986 to 
2.4% in 1987 while domestic savings are 
expected to rise. He said the significant 
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REVIEW TABLE by Andy Tang 


growth, compared with a year ago, for 
the first time since early 1983. 

The latest data on profits and invest- 
ment plans in the manufacturing sector 
look even more depressing. According 
to a survey by the Bank of Japan, plan- 
ned 1986 investments in the manufac- 
turing sector stood at a level 6.196 
below the 1985 level as of early March, 
but this preceded the announcement of 
a sharp downward revision in Toyota's 
investment plans. Manufacturing pro- 
fits, according to an Economic Planning 
Agency (EPA) survey made in Feb- 
ruary, were due to fall 16. 6% from year- 
ago levels during the first half of the 
1986 financial year (running from April 
to September). 

Government analysts point out that 
the dismal situation in manufacturing 
contrasts with a fairly bright picture in 
the services, or non-manufacturing, sec- 
tor of the economy where profits are ex- 
pected to jump 30% during the first half 
of the fiscal year. A large part of this, 
however, appears to be the result of 
foreign-exchange windfalls, especially 


in the lecite power generating and gas ; 


to achiéve its majo targets. 


A mid-plan review shows that daring | B 
the first three years, the sixth plan has | 
surpassed its GDP: growth target. As | 


against the target of 6.5%, annual 





growth has been 6.9% in real terms. In- p= 
flation has been brought down to | - 
teuren year by 


around 5% during t 
cutting deficit fi 






ing. 
Direct outlays on rural development dp 
will be increased from 25% of overall | . 


expenditure in the fifth. plan to more - 


than 40% by 1987. Junejo's socio-eco- 


nomic programme will further acceler- 1 


ate the process of creating facilities for 


electricity, farm-to-market roads, clean Le 
water, education and ‘health centres in pu 


rural areas. 
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Elsewhere, “hile demand 
apparently continues to grow, there are 
fears of a downturn caused by the re- 
duced spending power of workers i in 1 the 
manufacturing sector. ^ —— 

Officials at the EPA dismis 


industries. 






to believe" the findings: 
household expenditure survey carried 
out by the Management and. Coorülina- 
tion Agency which shows. consumer 
spending falling 2.1% in March to its 
lowest levels, as a percentage of dispos- 
able income, since the immediate after- 
math of the first oil shock. Despite this, 
the consumer revival is seen as 
"fragile." The outlook would be consid- 
erably brighter if retail prices in Japan 





had fallen as rapidly in the face of cur- 
rency revaluation as has been the case in E 


West Germany. 


At the last count, the Tokyo cost-of- . | 


living index still showed a 1.3% rise 


over year-ago levels, compared with an 


actual fall in West German prices. The 
difference between the two, the EPA 
suggests, is due to the much greater 
weight of imported manufactured goods 
in West Germany’ s pattern of consump- 
tion. 

The continuing downturn in the 
manufacturing industry, combined with 
weakness elsewhere, makes it almost in- 
evitable that the government will make 


a determined effort to reflate the econ- 


omy in the second half of fiscal 1986, 
probably by means of a large 
supplementary budget stressing public 
works spending. The exact size of the 
supplementary budget has yet to be con- 
firmed but a figure of *3. trillion 
(US$17.2 billion, or nearly three times 
the previous record) has already been 
informally proposed by Prime Minister 
Yasuhiro Nakasone. This would seem 
to open the way for a major departure 
from the fiscally conservative policies 


the government has followed upto no W. m 
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Because you can't be in 11 places 
Ce; you need the mnis that is. 






Bangkok 


Kuala Lumpur 


Jakarta 





Port Moresby 


ellington - 


Australia 


Wherever you're doing business in 
the Asia/Pacific region you're close 
tothe financial resources of National 
Australia Bank. 


Australia s fastest-growing inter- 
national bank, National Australia Bank 
has assets in excess of A$35 billion 
and over 150 years international bank- 
Ing experience. 


Now, with an expanding Asia/Pacific 


network covering all major centres, 
National Australia Bank can offer 
your business a competitive, 
comprehensive, professional 
financial service. 





National 
Australi 
Bank 


TOGETHER 











50 whatever your financial 

needs, get together with the 

resources of National Australia 

Bank today and discover what a well 
placed network has to offer. 








Head Office: Melbourne, Telex 3024] NATAUS. Singapore, Telex 21583 N ATAUS. Hong Kong US. Hong Kong, Telex 75315 NATHK. Tokyo, Telex 2274 NATAUS. 
Bangkok, Telex 20424 NATAUS TH. Kuala Lumpur, Telex 31899 NATAUS. Jakarta, Te lex 44149 NATAUS. Seoul, Telex 28844 NATAUS 


Beijing, Telex 22524 NATAU CN. Port Moresby, Telex 22166 BANK SP Wellington, Telex 


(31050 NATAUS 





Raiders of 


t is midnight at Lagos Airport. 

The last plane into the Nigerian capital landed two hours 

ago, and the arrivals hall lies deserted. A maintenance 
team does a routine sweep for lost luggage. 

Among the discoveries: a suitcase with an Austrian 
address on the identification tag. The crew recognizes 
the owner’s name, a renowned concert pianist. 

At the same time in Los Angeles, the pianist begins to 
worry. The first concert of his international tour is scheduled 
for the following evening. And his sheet music is in the missing 
suitcase. 

Only a Sperry computer in Atlanta, Georgia, knows 
where it is. 





1. Every day, an average of 2.3 million people around 
the world board a commercial flight. Most of them 
check at least one piece of luggage with the airline. 
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2. Over 99% of the passengers get their luggage back 3. When something goes wrong, it is usually in transfer 


upon arrival. The rest — about 3,000 people every at a big airport. But it can also be someone tagging a 
day — wait in vain at the conveyor belt. bag LOS for Lagos instead of LAX for Los Angeles. 





4. To communicate about lost baggage and other 5. The SITA telecom and data network is the world’s 
common business matters, 296 airlines have joined largest. Reaching into 169 countries and territories, 
together to form SITA. The organization's head it's also the most geographically spread out. 


office: Paris. 


he lost bag. 





6. One of its services is BAGTRAC, a computerized 
baggage tracing system. This bank of information 


about lost and found luggage is open around the clock. 


7. SITA bought their first Sperry equipment in 1966. 
Today, their computer centre in Atlanta has two 
Sperry mainframes. One is the heart of BAGTRAC. 





8. Airlines everywhere in the world make "deposits" 
in the BAGTRAC bank by entering data on bags 
they have found. For this they use on-line terminals 
or teletype. 








10. For the most part, it catches up with its owner in less 
than 24 hours. As it did for our pianist, who got his 
sheet music and could score another triumph. 





9. When the computer finds a match between a bag 
reported missing and one reported found, the air- 
lines make arrangements to rush it to the correct 
destination. 





11. Lucie Taliseskey, SITA: “85% of what used to be lost 
is now merely delayed. This way, Sperry helps us 
save the airlines over ten million US dollars every 
year.” 





Sperry offers you the 





MAINFRAME COMPUTERS. In 1951, Sperry delivered the MICRO COMPUTERS. Our fastest growth — 58% last year — 
world's first commercial computer. Today, we have the IS in micro computers, from multi-user PCs up to super- 
second largest base of installed mainframes in the world. micros more powerful than our smallest mainframes. 





NETWORKS. Sperry built airline and bank networks as early OFFICE AUTOMATION. In the overcrowded battle for the 

as 1964. We can connect with small computers, big com- desktop, Sperry has already captured a significant share of 

puters and even non-Sperry computers. the market for integrated office systems — more than most 
"specialists". 
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MAPPER. Do you want to develop your own application? FINANCIAL STRENGTHS. Orders and shipments of Sperry 
his end-user language can turn you into a programmer in computers are at a record high. Over the last three vears, 


no time. 250,000 people around the world use it. our revenues grew by 5046 and profits tripled. 


irst real alternative. 





INDUSTRY STANDARDS. A standard operating system like 
UNIX™ lets machines from competing suppliers work 
together. Sperry computers, from PC to maintrame, run 
UNIX. 





SALES AND SUPPORT. Sperry's products are sold and ser- 
viced by 31,000 people in 50 countries. Last year, 51,000 
users were educated at 36 Sperry Training Centres. 





ASIA. Sperry is one of South-East Asia's largest computer 
suppliers with subsidiaries in Hong Kong and Singapore 
and distributors throughout the region. 





TECHNOLOGY. Sperry invests 12% of turnover in R&D - 
highest in the industry. One of last year’s 463 projects was 
to make a PC work with Chinese characters. 





INDUSTRY CENTRES. These 11 international centres create 
special applications in areas like manufacturing, banking, 
airlines and artificial intelligence. 


ompanies don’t do business, people do. 

Right now there is a group of Sperry persons waiting 

to hear from you. Just drop us a line or call, and we 
will send you information about our company and the 
products we sell. 

Our customers include Cathay Pacific Airways, Telecom- 
munications Authority of Singapore, Hong Kong Telephone 
Company, Standard Chartered Bank and Banque Indosuez. 

Whatever your computer problem is, our people are 
interested in listening to you. 

Sperry Ltd., 36/F Sun Hung Kai Centre, Harbour Road, 
Hong Kong. Telephone: (852) 5-749 311. 

Sperry (Pte) Ltd.. 07-01 The Octagon, 105 Cecil Street, 
Singapore. Telephone: (65) 224 8333. 


di 
$+ SPERRY 


UNIX™ is a trademark of AT&T Bell Laboratories. 





The Westin Chosun, Seoul 


Once Korea’s only choice 
for the business traveler. 
Now, simply the first choice. 





Located in the very center of Seoul's business and 
financial district, The Westin Chosun combines 
ideal location with an impeccable standard of 
professional service that comes only from experience 
— the experience of Seoul's first, and still foremost, 
international hotel. 

The Westin Chosun puts the busy executive in 
470 of Seoul's most spacious rooms, with king-size 
beds, executive-size writing desks, and 24-hour room 
service. 

Complete business services include 24-hour telex, 
facsimile, and International Direct Dialing. 

To relax and unwind there are eight distinctive 
dining and entertainment outlets. And for recrea- 
tion, an executive fitness center. 

For the things that count most to the business 
traveler, count on us at The Westin Chosun. 


THE WESTIN CHOSUN 
Seoul 
C.P.O. Box 3706, Seoul, Korea 
Tel: (82-2) 771-05, Tlx: K24256, Fax: (82-2) 752-1443 








For reservations, call your travel agent or contact other Westin Hotels worldwide. 
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‘Lhe 
Giant Panda 


needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WW F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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bur latest series of construction machines. 
his in turn has resulted in considerable 

benefits to our customers such as better 
ost performance in terms of 


he Return on Investment. D 

Another surprise, unless you're "X i o-— , 
Dne of the top ten auto makers, will N ] 
be our long association with industrial ^ 

achinery. Chances are parts of the car 
ou're now driving were made with one of 
bur giant industrial presses. 

To increase precision and productivity 
n our manufacturing plants, production 
engineering methods are constantly being 
mproved. It was natural therefore that 
bur accumulated electronic technology — 
ndustrial robots for example — should be 
applied in this field also. 

The application of new technologies, 
and the entry into fields such as laser 
equipment, silicon and other new materials 
are opening up an exciting new era. As a 

ully integrated manufacturer of construc- 
ion and industrial machines we are now 
acing the challenges of the future with 
strength and confidence. 
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Wanting their cake now 


Nauruans call for distribution of phosphate earnings 


By Hamish McDonald in Sydney 


he 6,000 citizens of Nauru, rightly or 

wrongly renowned for their alleged 
obesity from years of living high on 
phosphate-mining royalties, are feeling 
the pinch from the global commodity 
depression. 

The Pacific island republic’s govern- 
ment under. President Hammer de- 
Roburt is currently engaged in a last- 
ditch defence against opposition moves 
in the 18-member parliament to free up 
and distribute earnings from trust funds 
that are presently being ploughed back 
to assure future income. 

"Nauru, which gained independence 
from Britain in 1968 and bought out the 
former British Phosphate Commis- 
sioner's operation during the following 
three years, has so far managed to give 
its citizens one of the world's highest 
per-capita incomes, estimated at up to 
A$24,000 (US$17,250), while employ- 
ing some 3,000 expatriates to carry 
out most of the mining and service 
work. 

The Nauruans have a number of free 
services including education, health 
and electricity. They receive a high dis- 
posable income, enough to keep an esti- 
mated 5,000 cars circling the road that 
follows the coast of the 24 km? island 
and feed an appetite for Western pro- 
cessed food, said to have created an 
adult diabetes rate of 40%. However, 
since independence, a solid proportion 
of phosphate export earnings has gone 
into four funds operated by the Mel- 
bourne-based Nauru Phosphate Royal- 
ties Trust. 

Under the legislation setting up the 
trusts in 1968, earnings were to be rein- 
vested for the remaining life of the phos- 
phate industry on Nauru. Mining was 
projected to cease in 1995, at which 
stage it was hoped an income base yield- 
ing at least the equivalent to phosphate 
earnings would be secured for the Nau- 
ruans. 

The Nauru Government does not 
publish many statistics, and discourages 
foreign employees from discussing 
trade or other trends. It does not belong 
to international agencies, and issues few 
visas to foreign correspondents. Royal- 
ties Trust administrator Peter Dunlop 
said no public report was given on trust 
investments, nor would comment be 
made. 

During a visit by Australian Foreign 
Minister Bill Hayden in April, de- 
Roburt said phosphate output was cur- 
rently about 1.3 million tonnes a year, 
with reserves sufficient for 10 years and 
possibly a few years longer. 

Annual output is thus down on the 





1.5-2 million tonne-rate achieved 
around the start of the 1980s. Sources 
familiar with Nauru said the New Zea- 
land Government’s recent decision to 
cut subsidies on phosphate fertilisers re- 
duced one of Nauru’s main nearby mar- 
kets. Further afield, inroads have been 
made by supplies from Morocco and 
Jordan. Generally, recession in temper- 
ate-zone grazing industries has weaken- 
ed demand. 

Gross phosphate earnings are put at 
about A$90 million a year (Nauru uses 
Australian currency), down about 
25% from revenue two or three years 
ago. 

State-owned Air Nauru has. fared 
disastrously in recent years, reporting 


Nauru phosphate-processing plant: falling output. 


annual losses of about A$45 million in 
its two most recent financial years. In 
the current 1985-86 year (ending 30 
June), Air Nauru has substantially cut 
losses by selling off part of its Boeing 
737 fleet and reducing its once extensive 
Pacific-route coverage. Nauru’s ship- 
ping line is believed to be losing A$12- 
15 million a year. 


bout a third of phosphate earnings 
goes into government revenue to 
cover administration, education and 
health services. Another 30% or so goes 
to the state-owned Nauru Phosphate 
Corp., which also provides power and 
water utility service. The remainder 
goes to the Nauru Phosphate Royalties 
Trust or in direct payments to land 
owners. 
Since independence, Nauruans have 
been content to let the trust funds build 
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up. But a squeeze on disposable in- | 
comes has led to covetous eyes being | 
turned on the savings. Enough non-gov- | 
ernment politicians were found to sup- — 
port a bill amending the articles of the | 
main fund — the estimated A$202 mil- ni 
lion Land Owners Trust Fund — pro- | 
viding that earnings would be distri- | 
buted from later this year. ie 
DeRoburt argued vigorously that | 
only by compounding their savings | 
would Nauruans be really sure of their |. 
future. When the bill passed its final | 
| 





reading in parliament, his government 
launched an action in the Nauru Su- 
preme Court seeking its overturn on the | 
constitutional ground that only the 
cabinet could initiate public expendi- 
ture. Counsel for the bill's proponents | 
argued that the trusts comprised public - 
savings rather than state revenue. Hear- |. 
ings ended on 30 May, with Chief Jus- — 
tice Sir Gavan Donne expected to an- |. 
nounce his decision in mid-June. A de- - 
cision against the government could 
well provoke a political crisis. 
Apart from his worries about the fu- 
ture, deRoburt is also | 
thought to see practical dif- 
ficulties in distributing an- | 








e 


year. E 
However, a proportion | 
of the funds are invested for | 
long-term capital growth. | 
About A$88 million of the | 
Land Owners Trust Fund | 
has been used as collateral 
against borrowings. 

Known investments in- 


| 
ing a “notional” 20% a | 
p 
; 
$ 


Collins Street, hotels in | 
Guam and Majuro, prop- |. 
erty in Hawaii, phosphate |. 
plants in the Philippines | _ 
and India, and a hotel chain 
in New Zealand. Over the years, Nauru | 
has also been looking for an is- | 
land, in Australia or the Philippines, | 
that could become a new homeland for | 
its people. Discussions have always | 
foundered on the question of au- | 





tonomy. | 
The Philippines has . provided |. 
another investment worry for de- | 


Roburt, who was perhaps too close to iB 
the pro-Marcos Zobel business group | 
for comfort under the new regime. As | 
well as the Philippines Phosphate (Phil- |. 
phos) venture, Nauru has a property |. 
joint venture under way. Nauru has | 
also been mentioned as a possible in- |. 
vestor in a Manila bank. 

DeRoburt was due to visit Manila in 
the first week of June to assess the status 
of Nauru's investments, and possibly to | — 
seek a meeting with President Corazon | 
Aquino. 
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Protectionism at home 


By Carl Goldstein in Taipei 


ith the passage of new US protec- 

tionist legislation demanding a 
10% annual reduction in Taiwan’s trade 
surplus, along with other recent trade 
initiatives by the Reagan administra- 
tion, pressure is building on Taiwan to 
take more effective measures to reduce 
the yawning surplus it enjoys in trade 
with the US. | 

The need to further open up the 
country's markets to foreign products 
and businesses has been publicly 
acknowledged by officials from Presi- 
dent Chiang Ching-kuo downward on 
numerous occasions during the past two 
years. 

Despite lowered tariffs on some 
items and some easing of non-tariff bar- 
riers, however, Taiwan's trade surplus, 
both overall and in its US trade, has 
continued to grow. This year, some 
analysts have projected that the surplus 
may reach as high as US$13 billion on 
both counts. In 1985, the overall surplus 
was US$10.6 billion, while Taiwan's 
surplus in trade with the US was US$10 
billion, according to Taiwan's official 
statistics. 

Buck-passing among various govern- 
ment agencies and resistance from mid- 
dle-level bureaucrats appeared to be 


| subverting attempts to make concrete 


progress in developing an anti-protec- 
tionism strategy. Asa result, criticism of 
the snail's pace of change by comment- 
ators and economists outside the gov- 
ernment has risen to new levels, adding 
to the pressure on trade and financial of- 
ficials. 

The recent upsurge in pressure from 
the US has led to a flurry of talk by vari- 
ous government agencies in Taipei over 
how to address the country's major 
trading partner's complaints. But action 
appears still to be a commodity in short 
supply. 

On 24 May, just two days after pas- 
sage by the US House of Representatives 
of the Trade Enhancement Act, which 
would force the high-surplus nations of 
Taiwan, Japan, and West Germany to 
reduce their trade surpluses by 1095 a 
year or face retaliatory measures, the 
Ministry of Economic Affairs (MoEA) 
announced a nine-point programme 
which it billed as a major, anti-protec- 
tionist initiative. Its main points in- 


cluded continued reduction of tariffs 


and import controls; easier approval of 
outward investment plans by Taiwan 
business, especially those aimed at se- 
curing technology transfer and enhanc- 
ing service industries; market diversifi- 
cation; and further emphasis on upgrad- 
ing the country's industrial base. 


— 128 


| Taiwan's bureaucrats resist moves to reduce trade surplus 


The reaction among many academics 
and other local analysts was not favour- 
able. Vociferous criticism was aimed in 
part at the long-term nature of the 
ministry's programme. “The MoEA is 
playing its old tune,” said an economist. 
"We've heard them talk about these 
measures for too long.” Others criti- 
cised the ministry for being too solicit- 
ous of domestic industry’s desire to 
enjoy continued protection and too 
heedless of the interests of domestic 
consumers, who end up paying higher 
prices for native and imported goods. 

The MoEA also raised the idea that 
the New Taiwan dollar be revalued 
from its current level of around 


Taiwan exports: unpleasant consequences. 


NT$38:US$1 to about NT$35:US$1, as 
a way of slowing exports and promoting 
imports, though it backed off rapidly 
when the seeming trial balloon failed to 
float. Besides the sharp reaction from 
powerful exporters' lobbies, the Central 
Bank of China (CBC), which in fact 
controls financial and monetary policy, 
quickly let it be known that it was not 
going to allow a rapid change in the ex- 
change rate. For his part, CBC gover- 
nor Chang Chi-cheng suggested that 
trade liberalisation — which is the 
MoEA’s bailiwick — would be a more 
effective way to deal with the trade 
surplus. 





qs trade surplus and the massive for- 
eign-exchange reserves, expected to 
reach US$35 billion by the end of the 
year, are nevertheless creating strong 
upward pressure on the local currency. 
Already it has risen 5.496 against the US 
dollar since the end of September. 
However, most analysts do not expect 
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the CBC to allow the local currency to 
rise above NT$37:US$1 before the end 
of the year. 

Although the Republican-controlled 
US Senate is likely to pass a weaker ver- 
sion of the Trade Enhancement Act 
than that accepted by the House of Rep- 
resentatives, and President Reagan has 
stated his intention to veto the legisla- 
tion as passed by the house, any new 
trade bill is certain to have unpleasant 
consequences for Taiwan. 

One likely effect would be a more 
rapid loss of benefits for Taiwan’s pro- 
ducts currently enjoyed under the 
Generalised System of Preferences, 
which has allowed billions of dollars 
worth of the island’s goods into the 
US duty-free each year. Another could 
be a narrowing — or even elimination 
— of the president’s discretionary 
powers in responding to findings by 
the US International Trade Commis- 
sion. Taiwan’s footwear exports to 
the US — which last year amount- 
ed to US$1.64 billion — might be a 
likely first candidate for the 
imposition of quotas as a re- 
sult. 

The administration has also 
launched a series of initiatives 
designed in part to blunt con- 
gressional pressure for even 
tougher action. On 20 May, 
Reagan announced that the US 
would seek voluntary restraint 
agreements on machine tool 
imports from Taiwan, West 
Germany, Japan, and Switzer- 
land. 

Earlier, the US had de- 
manded that Taiwan, South 
Korea, and Hongkong freeze 
textile exports to the US for 
three years at 1985 levels, and 
also proposed that silk and 
linen products be subject to 
quotas for the first time. The 
US and Taiwan held a second 
round of talks to discuss the issue in 
Hawaii from 26-28 May without reach- 
ing any agreement. Trade officials in 
Taipei have said the freeze, if instituted, 
would cost Taiwan US$700 million over 
the three-year period. 

Taiwan would face even steeper cuts 
if the Jenkins Bill, now scheduled for an 
August vote on a congressional attempt 
to override Reagan's veto, were to pass. 
This legislation would force a 4095 re- 
duction in textiles imports from Taiwan 
and the other major producers. 

On another front, the US and 
Taiwan will conduct a second round of 
talks from 16-18 June in Taipei on how 
to implement Taipei's commitment last 
October to allow free imports of Ameri- 
can cigarettes and beer starting in Au- 
gust (REVIEW, 24 Oct. '85). The last 
round was stalemated over the insist- 
ence by Taiwan's Tobacco and Wine 
Monopoly Bureau that it levy a 18596 
"monopoly profit tax" on all imported 
products. R| 
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The People's Republic of China Year-Book 1985 is with 
' doubt the single most complete reference work ever — 
produced about China. Its contents range from the land 
- and its people to business, economics, finance, culture 
education, politics, science and technology and coun 
other subjects. 
. What is it? 
The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and ed 
| by The New China News Ltd., a group of dedicated | 
| | professionals who know China intimately. The result | 
Peopcs Repulss of Cina. | | | book of unmatched breadth and depth. 


: “Who needs it? 
Completely. indexed, the People's Republic of China 2 
| Year-Book 1985 places thousands of facts and bits of | 
. information at your immediate disposal. The book is - 
essential to businessmen, financiers, students, professi 
and virtually anyone with a need to know ora keen intei 
in China of today. Liberal use of charts, maps, tables a 

colour photos makes the book en joyable as well as 
informative reading. 

How to get it? 
Order your copy(s) now by simply completing the co 
below and returning it together with the indicated paym 
of US$84.95 (or the equivalent in local currency) to th 
indicated address. 
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Root of a problem 


Thailand provokes controversy over a tapioca deal » 


By Paisal Sricharatchanya in Bangkok 


hailand has entered into a new four- 

year Voluntary Export Restraint 
(VER) agreement governing its impor- 
tant tapioca trade with the EEC which 
guarantees shipment of 21 million ton- 
nes during 1987-90 — up 2 million ton- 
nes from the amount shipped in the four 


' years ending 1986. However, the agree- 


ment has left open vital questions about 
the longer-term trade in this key Thai 
cash crop. 

There was a great deal of con- 
troversy before Thai Commerce Minis- 
ter Surat Osathanugrah and European 
Commission Vice-President Frans An- 
driessen signed the agreement in Brus- 
sels on 23 May (REVIEW, 5 June) — 


. hardly surprising in light of tapioca's im- 


portance to the Thai economy. Nearly 
Baht 15 billion (US$555 million) worth 
was shipped last year, mainly to the 
EEC, making it the third biggest mer- 


‘chandise export after textiles and rice 
and the cash crop upon which the liveli- 


hood of more than 5 million farmers 
(mostly in the poorest region of Thai- 
land's northeast) depends. 

Given the agreement's unclear im- 
plications for the post-1990 period, the 
controversy has not ended. The Thai 
delegation was under strict instructions 
from the cabinet to sign the new agree- 
ment only if two vital points were made 
clear — that the EEC accept Thailand's 
status as the "principal supplier" (so 
that the country would be protected 
under Gatt) and that it acknowledge 
that Thai tapioca pellets are not made 
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Tapioca: third-biggest merchandise export. 


from flour (which would make them 
subject to a substantially higher 
tariff). 

Bangkok had wanted an earlier 
memorandum of understanding initial- 
led in December by former commerce 
minister Kosol Krairiksh to be amended 
to incorporate these two points. The 
cabinet instruction on 20 May to this ef- 
fect was prompted by opposition to the 
original memo’s’ contents which 
academics, students and some of the 
local media feared would put Thailand 
at a disadvantage. 

To the surprise of local observers, 
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Curbs within curbs 


The EEC starts textile quota talks ahead of the MFA 


By Shada Islam in Brussels 


E EC textile negotiators have started 
exploratory talks with 23 Third 
World textile producers whose exports 
to the EEC market will once again be 
subject to bilaterally negotiated re- 
straint agreements. The discussions are 
being conducted parallel to negotiations 


| on the renewal of the Multi-Fibre Ar- 


rangement (MFA) currently under way 
in Geneva. 

EEC officials insist that the conclu- 
sion of satisfactory bilateral pacts is **es- 
sential" to the community's participa- 
tion in the MFA. “Bilateral agreements 
are indispensable accompanying meas- 


ures fo the multilateral framework," 


said Jean Pierre Leng, the EEC's chief 
textile negotiator, at a recent MFA 
meeting in Geneva. The EEC 


| negotiated some 27 bilateral pacts 


$ 
| 
1l 


B 


under the current MFA. These agree- 
ments are due to expire at the end of the 
year. 

The EEC has traditionally used the 
bilateral negotiations to toughen up 
more liberal clauses that might have 
been written into the multilateral MFA 
framework. EEC textile negotiators 
have also been rather successful in past 
years in playing off developing coun- 
tries against one another. The EEC 
motto of “first come, first served" re- 
garding the distribution of its highly 
prized quotas led to confusion and dis- 
array in developing-country ranks dur- 
ing the last MFA talks four years 
ago. 

EEC negotiators stress that, this 
time around, most Asian and Latin 
American textile suppliers have reacted 


— 


the agreement signed by Surat was vir- 
tually the same as the original memo. 
Instead, the changes sought by Thailand 
were included in a set of *agreed mi- 
nutes" also signed by Surat and An- 
driessen. 

On the day the agreement was signed 
in Brussels, the Bangkok-based EEC 
delegation issued a statement saying: 
“. £. full agreement has been reached on 
Thailand's position as the principal 
supplier and the tariff definition guaran- 
teeing to Thai exporters [that] the 
favourable 6% rate is assured." 

The key question thus centres 
around the legal status of the minutes. 
"Minutes are normally interpretative 
notes. If the EEC had really agreed to 
the changes, why aren't they incorpo- 
rated in the body of the main agree- 
ment," questioned one academic spe- 
cialising in international law. 
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*very positively" to the EEC's calls for 
the rapid conclusion of new textile 
pacts. 

“People are very impressed by our 
liberal negotiating stance within the 
MFA framework," said one satisfied 
EEC official. “They appreciate the ef- 
fort we are making.” 

The EEC has told its MFA partners 
that it intends to reduce the number of 
items subject to quotas by 25%, to 
freeze but not cut back textile imports 
from the dominant suppliers such as 


South Korea, Hongkong, Taiwan and | 


Macau and to drop restraints on textile 
imports from such small producers as 
Guatemala and Haiti. 


hile encouraged by the communi- 
ty’s modest steps at liberalisation, - 
most developing countries are disappoint- 
ed at the EEC’s decision to maintain the 
much-detested anti-surge clause in the 
new bilateral talks. 
The clause, designed to stop any 
sudden increases in textile imports, 
has now been integrated into a less con- 
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Claiming that the signing was in ac- 
cordance with the cabinet directives, 
Surat told newsmen upon his return on 
26 May that the minutes are legally 
binding as they are annexed to the 
agreement. Since the original memo 
was later endorsed by the EEC Council 
of Ministers, he said, writing the 
changes into the protocol would be a 
complicated and time-consuming pro- 
cess. 

Like the December memo, the 
signed protocol makes no mention of 
Thailand being the largest exporter to 
the EEC. On the part relating to tariffs, 
Article 3 of the agreement also remains 
unchanged. 


















































U nder Gatt's auspices, the EEC is re- 
quired to negotiate with the principal 
supplier in the event that it wants to im- 
pose an import quota. The principal 
supplier is also entitled to seek EEC 
compensation to cover unexportable 
production surpluses in this event. 

Meanwhile, tapioca flour is subject 
to a 28% tariff for entry into the EEC — 
against the 6% for pellets. Although the 
agreement specifies that the 6% tariff 
would apply, critics had voiced their 
concern that the agreement's definition 
that pellets result from a process in 
which roots are first reduced to flour, 
may lead to a different interpretation in 
the future which would put Thailand at 
a disadvantage. 

As the situation now stands, the two 
contentious points are cleared up in the 
minutes, the first two paragraphs of 
which read: 

» "The commission took note of the 
Thai delegation's declaration that (the 
relevant provision in the protocol) 
could not be construed as an admission 
that hard pellets exported by Thailand 
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spicuous mechanism for **consultation." 
The EEC's promises to mete out 
more generous treatment to small tex- 












il li : SINGAPORE LONDON Branch 

tile suppliers: and REWCORRERS; simul- Representative Office 48-54 Moorgate 

taneously instituting stricter controls on 1, Bonham Street # 29-02 London EC2R 6EL 

imports from the major producers, are UOB Building Phone (01) 628 7777 | 
being put to the test by Thailand and In- Singapore 0104 1M 
donesia. Thailand has asked for special Phone 532 2525 if 
treatment as a cotton producer, while TOKYO SAO PAULO 

Indonesia is arguing for more conces- Representative Office Representative Office Ai 
sions as a *new supplier." Both Sri Yurakucho Denki Bldg., Phone 288 7222 [1 
Lanka and Bangladesh are being asked Yurakucho, Chiyoda-ku, T 
to negotiate new agreements and could Tokyo 100, Japan 






.see major reductions in the quota re- Phone (03) 2871346/9 


straints they face. 

Community negotiators are also in- 
sisting that they could be forced to 
toughen their stance if Washington con- 
tinues to call for a stricter enforcement 
of the MFA — and if there is a real 
threat of diversion of Third World tex- 
tiles to European markets. 

*We hope we don't have to review 
our negotiating position," said one tex- 
tile expert. “But, there is pressure for 
such a second look from our textile in- 
dustrialists." 
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to the EEC were manufactured from 
manioc flour/meal." | 

» "The commission, taking into consid- 
eration that since entry into force of the 
cooperation agreement Thailand has 
become a Contracting Party to the Gatt, 
recognises that Thailand is the principal 
supplier of manioc to the EEC." 

What has complicated. the issue is 
that the EEC has all along recognised 
Indonesia as the principal supplier, 
though its tapioca exports are a fraction 
of Thailand's — only about 400,000 ton- 
nes in 1984 and 378,000 tonnes in 
January-September 1985. The EEC- 
Jakarta arrangement has also been rec- 
ognised by Gatt. Bangkok was not a 
Gatt signatory at the time of entering 
the first VER agreement in 1982; it 
joined a few months afterwards. 
Je has agreed to "temporarily 

unbind" the EEC's commitments — 
legalistic jargon meaning consent for 
the latter to restrict imports through 
negotiations under Article 28 of Gatt. 
Yet, since Indonesia did not denounce 
its previous agreement with the EEC, it 
has been extended by a new three-year 
agreement (ending in 1989). Hence, 
another question is when will the EEC 
recognition of Indonesia's principal- 


supplier status — within the Gatt 
framework — be transferred to 
Bangkok. 

These concerns, however, are 


played down by Brussels. In an inter- 
view, the commission's deputy director- 
general for agriculture, Helmut von 
Verschuer, said Thailand reserves the 
right — under paragraph 3 of the mi- 
nutes — to raise objection to the tem- 
porary unbinding at a future date, 
though it has agreed not to do so while 
the new agreement is in force. 

No one has any clear answer at this 
stage as to what would happen if Thai- 
land does raise an objection at the end 
of the new agreement. “We are happy 
that both sides have reached a satisfac- 
tory arrangement to ensure an orderly 
tapioca trade over the next four years. If 
by the end of this period Thailand or the 
EEC should decide to denounce, the 
agreement, there are provisions within 
the agreement itself for negotiations 
and there is also flexibility under 
Gatts rules," commented von Vers- 
chuer. 

While the grumblings here continue, 
the agreement — endorsed by the EEC 
Council in April after some initial oppo- 
sition from France, Belgium and 
Greece — is viewed by Brussels as 
favourable to Thailand. As the 
Bangkok-based delegation's statement 
put it: “In the face of mounting pressure 
in the European Community for 
changes in its Common Agricultural Po- 
licy leading to a reduction of agricul- 
tural surpluses and to a likely reduction 


. of imports of cereal substitutes, the re- 


newal of the agreement marks a positive 
step in our relations." Oo 
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Jeep on a bumpy road 


A US joint venture in China resolves its payment problems 


By Louise do Rosario in Peking 


RR cearded as a showcase of foreign 
joint ventures in China, the trouble- 
plagued Beijing Jeep © Corp. has 
solved its foreign-exchange problem for 
the moment after high-level interven- 
tion from both the US and Chinese 
sides. | 

The US$51 million joint venture be- 
tween American Motors Corp. (AMC) 
and Beijing Automotive Works (BAW) 
ran into trouble about six months 
ago. 
Chinese buyers stopped paying for- 
eign exchange for the Jeep Cherokees 
produced by the project. This had 
threatened to halt production as Beijing 
Jeep is dependent solely on domestic 
sales for foreign exchange to pay for im- 


Workers at Beijing Jeep plan : 


ported kits used to assemble the vehi- 
cles. 

After meetings between an AMC 
delegation and top Chinese officials at 
the State Economic Commission and 
the China National Automotive Indus- 
trial Corp. from 8-12 May, Beijing 
Jeep's president Don St Pierre said: 
"Problems are now solved and we can 
now move on, though no details of the 
settlement have been disclosed." Ear- 
lier, Chinese Premier Zhao Ziyang had 
also assured visiting US Treasury Sec- 
retary James Baker that the Chinese 
were anxious to solve the difficul- 
ties. 

Foreign businessmen in Peking, who 
followed the situation closely in search 
of answers to similar problems of their 
own, expressed little surprise at the out- 
come. “The stakes are too high for both 
parties to call off the project now," said 
Chris Brown, director of the Nation- 


| 


al Council for. US-China Trade in Pe- 
king. 

AMC worked for five years to clinch 
the 20-year contract, involving a US$16 
million investment on its part, with a 
view to being in the market for a long 
time. Actual production began only in 
September 1985, If AMC pulls out now, 
the Chinese might try. hard to get 
another foreign partner just to prove 
they can still make a go of it. 

China's credibility as a, worthwhile 
investment market will be greatly af- 
fected if Beijing Jeep, one of the largest 
and earliest -Sino-US industrial ven- 
tures, is allowed to fail. The project is 
one of two motor-vehicle joint ventures 
actually in production. -Fhe other is 





Shanghai-Volkswagen Automotive Co., 
producing Santana cars. 

Japanese car companies, which sold 
more than 70% of the 350,000 motor 
vehicles imported by China last year, 
have opted for minor technical or licens- 
ing agreements rather than joint ven- 
tures with the Chinese. 

China needs to upgrade its car tech- 
nology badly. Its annual production of 
400,000 motor vehicles last year is the 
equivalent output of a single large Euro- 
pean or Japanese car plant. Last year it 
spent Rmb 8 billion (US$2.5 billion) on 
car imports — an amount that, if used to 
buy equipment and technology instead, 
would have gone a long way towards 
helping to upgrade its domestic car in- 
dustry. 

Despite the temporary relief of Bei- 
jng Jeep's problems, the situation 
underscored the difficulties of joint ven- 
tures — generally recognised to be the 
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most cumbersome way to do business in 
China. Common problems are foreign- 
exchange shortages, differing expecta- 
tions of the parties concerned and low 
labour productivity. The most success- 
ful of the 2,300 joint ventures (at end- 
1985) are hotels and other tourism-re- 
lated businesses which have guaranteed 
foreign-exchange income. 

In joint ventures, China is willing to 
contribute the land, labour and capital, 
but not foreign exchange and unlimited 
access to the domestic market. Despite 
constant lobbying by foreign investors 
and newly announced Chinese joint- 
venture regulations (REVIEW, 6 Feb.) 
designed, in theory, to ease the foreign- 
exchange restriction, little has changed, 
foreign businessmen in Peking com- 
plain. 

If anything, China has become 
stricter with’ joint ventures in recent 
months because of its dwindling 
foreign-exchange reserves. It is unwil- 
ling to help out troubled joint ventures 
that are having difficulty in balancing 
their foreign-exchange accounts or in 
exporting to earn foreign exchange as 
originally planned. 

Many small, hastily formed joint 
ventures are known to have closed 
down as their Chinese partners were 
suddenly deprived of foreign ex- 
change. 

Some are still hanging on, exploring 
ways to convert their renminbi earnings 
into foreign currency or to remit their 
profits in the form of Chinese goods and 
services. 


Ios sources suggest that Beijing 
Jeep may have been given special per- 
mission to sell to the domestic market 
for renminbi and then convert the 
earnings into foreign exchange. Under 
the regulations on foreign-currency bal- 
ance of equity joint ventures, intro- 
duced on 1 February, such conversion is 
allowed for import-substitution pro- 
ducts. 

Another possible solution is the 
entry of a third party — one which can 
supply the foreign exchange required — 
to take part of BAW’s 68.6% 
shareholding. China International 
Trust and Investment Corp., which is al- 
ready involved in a number of joint ven- 
tures at home, has been named as a pos- 
sible candidate. After all, Beijing Jeep 
has great profit-making potential as it is 
selling a product that is in big demand in 
China. 

Whatever foreign-exchange conces- 
sions China has made, AMC will cer- 
tainly have to match them with commit- 
ments to speed up localisation and to ex- 
port in the future. The original target 
was to replace 60-70% of the near-100% 
imported components with local con- 
tent by 1991. 

Beijing Jeep’s initial plan was to de- 
sign and produce a brand new motor 
vehicle in China, said St Pierre. A year 
after the contract was signed in May 
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Saitama Bank. 


A sound banking system matched to new banking needs. 


Trade financing? Syndicated loans? International securities? 
In these and other areas of international banking Saitama Bank 
has established its capability and credibility worldwide. For over 
40 years we've built our solid base and sound banking system in 
the Tokyo metropolitan area, Japan's vigorous economic center. 

Saitama Bank is fast-growing and forward-looking: Change- 
oriented.Positive. And assertive — as seen in our electronic 
banking technology. Grow together with Saitama Bank — sound, 
experienced and flexible in matching its services to new 
banking needs. 


The Japanese bank that helps you grow 


SAITAMA BANK 


Head Office: Tokiwa, Urawa, Saitama Pref., Japan 


€ Tokyo Main Office, International Banking Headquarters: 1-3-1, Kyobashi, Chuo-ku, Tokyo 104 Tel: (03) 276-6611 Telex: 22811 SAIGIN J 
26376 SAIGIN J, 28321 SAIGIN J 


eSingapore Branch: Tel.: 2207075, 2227846 Telex: RS20371 SAIGIN, R20369 SAIGIN @Hong Kong Branch: Tel.: 5-211691*3 Telex: 83283 
SAIBK HX @Seoul Representative Office: Tel. 753-1241-2 Telex: K23356 SAIB KSL eSydney Representative Office: Tei (02) 27-2832-3 
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eSaitama International (Hong Kong) Limited: Tel 5-253151-3 Telex: 74215 SUIHK HX eSaitama Australia Finance Limited: 
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instead. Assembly with imported 
añ in September 1985. — . 
r.a while, the joint venture was 


ge, selling to the State Bureau 
roods and Materials and other Chi- 


d to be paid in foreign exchange. 
oreign buyers had to pay entirely in 
eign currency.) Ex 

But with Peking's increased tighten- 


delayed payments and stopped 
ng new orders. By early April, 300 
€ 750 Jeeps produced were unsold 
unpaid bills for the vehicles sold and 
r services. provided by the joint- 
ure firm amounted to US$10 mil- 
$8 million of which were in ren- 
he Chinese have now an- 
ced they will soon repay the money 
lto the joint venture. | 





lobbying as many dissatisfied 
eign investors have done, AMC 
ed for a high-profile strategy, grant- 
ss interviews in Peking and in the 
. It also wrote a letter to Zhao, airing 
grievances. Such a tactic can some- 


nging disputes into the open. But in 
MC's case, its tactics worked because 
f the wide publicity it had attracted, 
because AMC offers the kind of 
hnology China is anxious to at- 
act. 

. Problems still facing AMC include 
w labour productivity. It took the 
000 workers at Beijing Jeep an aver- 
ge of 88 man-hours to assemble one 
ehicle, compared to 32 hours in Ohio. 
MC will also have to work hard to hel 
iore than 300 Chinese suppliers each 
censing or other cooperative arrange- 
ents with existing AMC suppliers 
verseas to produce components locally 
| order to upgrade local content. Fi- 
ally, the hardest task is to turn the Jeep 
to a low-cost, quality product com- 
tive enough for the export mar- 


"One lingering doubt is whether 
hina will change its mind over its com- 
itments to Beijing Jeep as it has done 
ith a number of projects. As Beijing 
ep steps up its production, more 


led to the project. It plans to produce 
000 Jeeps this year, which will require 
out US$48 million of foreign ex- 
ange, according to industry esti- 
ates. If China's foreign-exchange situ- 
ion remains tight and if localisation 
Oceeds unsatisfactorily, the target to 
oduce 30-40,000 Jeeps by 1990 will be 


fficult to achieve. ü 





aeta agreement vasha reeche No consensus on price 
luce. the US-designed Cherokee 


get a steady amount of foreign 


' enterprises vehicles at around. 


19,000 each, of which US$11,500 | the | eginn 


n foreign exchange, Chinese 
id 


ad of conducting quiet and pa- 


ies backfire as the Chinese do not like. 








reign exchange will need to be chan- 


Geneva talks on a new natural-rubber pact reach impasse 


By Frances Williams in Geneva 
he failure of a second round of talks 
in May in Geneva to reach any ac- 
cord on a new five-year price stabilisa- 
tion pact for natüral rubber could herald 
ning of the end for the last 


remaining international commodity 


agreement still in operation. — 

As representatives of some 50 ex- 
orting and importing nations left for 
ome, Manaspas Xuto of Thailand, 

chairman of the UN-sponsored talks, 
expressed optimism that resumed dis- 
cussions in October would produce a 
successor to the present agreement 
which expires in October 1987. But con- 
ference sources said the gulf between 
the two sides on the crucial issues — the 
intervention price level and range, the 
rocedures for revising them, and the 
ancing of the buffer stock — re- 
mained as wideasever. = — 
The collapse of the International Tin 
Agreement last autumn with debts of 





US$900 million, and the failure of talks 
on a new cocoa pact in February, have 
cast their shadow over the rubber 
negotiations, stiffening the resolve of 
the consuming countries to oppose any 
deal out of line with *market realities." 


The present agreement, signed in 


1979, has proved the most successful of 
the five international commodity ac- 
cords in stabilising prices. It relies solely 
on the operation of a relatively large 
and well-financed buffer stock, with no 
provision for export quotas or limits on 
production. | 

But the pact has come under increas- 
ing strain over the past couple of years 
as the price of natural rubber, in com- 
mon with other commodities, has tum- 


bled. Heavy support buying by the buf- 


fer stock er has resulted in a 
365,000-tonne st e — more than 
8% of annual world production, and 


LPS 








some two-thirds of the permitted maxi- 
mum of 550,000 tonnes. k 

Prices are now bumping along the 
bottom end of the prescribed range, 
only just above the 171 M/S cents (71 
US cents) a kg at which the buffer- 
stock manager has discretion to buy. 


val in the foreseeable future, especially 
given the fall in the price of oil-based 
synthetic rubber. "gs 
The natural rubber producers — 
chiefly Malaysia, Indonesia and Thai- 
land, with 90% of world production — 
are suffering. Inflation has pushed up 
Asian growers' costs to an average 195 
M cents a kg, and for Malaysia which 
accounts for almost half the total world 
exports, costs are 10 cents a kg higher. 
Hence, the exporters" demand for a 
near-30% rise in the basic reference 
price for the new agreement to 265 M/S 
cents (US$1.01) a kg from the present 
201.66 cents, a floor price of about 225 
cents a kg and a recasting of the 
mechanism for adjusting prices to take 
account of changes in production costs. 
The producers’ spokesman, Malay- 
sia’s Ahmad Farouk, told the Geneva 
conference that price stabilisation was 
meaningless, unless the new pact pro- 
vided a reasonable return to growers, 
enabled export earnings to expand and 
ensured sufficient incentives for in- 
creased planting to meet the expected 
rise in demand over the longer term. 
This view has, however, cut no ice 
with the consuming countries, which in- 
clude the US, the EEC and Japan, tak- 
ing two-thirds of all world imports. 
They want prices left essentially un- 
changed, if not lowered, insisting that 
the new agreement should confine itself 
to ironing out excessive fluctuations 
around the price trend set by the mar- 
ket, a notion in which reference to costs 
has no place. Price stabilisation *should 
clearly be distinguished from any con- 
cept seeking to support natural rubber 
prices," said Oswald van Wauwe, the 
EEC team leader. | | 
Some countries, among them the 
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EEC, also want to do away with the buf- 


fer-stock manager's already tightly re- 
stricted commercial borrowing powers 
to finance purchases. : 


Informal discussions between the : 
two sides will continue at the next meet- _ 


ing of the International Natural Rubber 
Council in Kuala Lumpur on 20 June. 


But it is not easy to see how the impasse - 
ain in - 
late to put any new agreement in place | 





can be broken. If the talks fail a 
' October it will almost certainly: 


_ before the old one expires next year. 





There seems little prospect of any revi- 
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highly competitive, heavily traveled 
markets like London, New York, 
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But the key to capturing market 
share to destinations like Man- 
chester, St. Louis and Osaka is 
frequent, convenient service. 
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irplanes that offer flexibility and economy. 
The 747 on “thick? high-density routes. The 767 on 
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lowest cost per passenger of any intercontinental 


jetliner, and is preferred by more passengers than 
any other airplane. 





The 767 offers the lowest cost per trip of any 
intercontinental jetliner, allowing the highest 
possible frequencies; and it treats passengers to 
more preferred seats than any other airliner. 
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TRADE FINANCING 
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sition instantly to your office. 


Welcome to 
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IRADE FINANCING 





Import and Export procedures and 
documentation can be time-consuming, 
labour-intensive and heavy on paperwork. 
In short, they can cost money and eat into 
your earnings. Hexagon modernises trade 
finance by taking the time, trouble and 
paperwork out of processing, while keeping 
you constantly updated on your trade 
position, at home and around the world; 
right from your office. 

You can open and amend documentary 
letters of credit and monitor their status on 
your screen. You can settle your bills and 
know your total position. You are in full 
control at all times. Up-to-the-minute 
foreign currency rates and your outstanding 
FOREX contracts are also instantly available. 
It’s like having the bank’s trade finance 
department in your office at your beck and 
call. Only faster. 


Hexagon is safe, accurate and secure. A 
range of security features including full data 
scrambling ensures confidentiality for your 
company’s affairs. 


Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world’s leading financial 
institutions with more than 1,200 offices in 
55 countries. 


To find out more about Hexagon and how 
it can help your company, contact the 
Hexagon Centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 
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Advertising isnt 
just about 
talking to people. 


Its about talking to 
the right people. 


Because the Far Eastern Economic 
Review has the largest and most 
highly qualified editorial staff of 
any publication in Asia, its readers 
recognise that it is the unchallenged 
voice of authority. in Asia. 

People in power, the right people, 
turn to the Review for its unrivalled 
coverage of Asian affairs. 

Advertisers of quality products 
and services who have something 
important to say talk through the 
Review. 

They know that when the Review 
speaks, the right people listen. 
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NOW WE FLY THERE 35 TIMES A WEEK. 
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Korean Air now flies to the U.S.A. Plus, every flight to Los Angeles and fine wines, and more. It’s the business class 
35 times a week from Seoul. And, of New York offers the comforts of Prestige that gives the travelling businessman the 
course, there are convenient connecting Class — extra-wide seats, priority check-in, —— prestige he deserves. 


flights from all major Asian cities. Next time you’re flying over to the 


Now there are ten non-stop flights a United States, look into Korean Air. 


| Seoul 
week to Los Angeles, and four direct I m. We've got the service, and the schedule, 
ss : A Lb ee cm Los Angeles y R » 
flights. Seven non-stops to New York, Colombo tnt He Kong Tokyo Honolulu you ve been looking for. 
uals Lumpur Manila = 
and three direct flights. No other Asian gi 


airline flies there more often. And a total 


You can get convenient connections 
of eleven flights a week to Honolulu. tothe U.S.A. on Korean Air from all these REAN AIR 
Asian cities. 


There’s a non-stop flight there everyday. WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 








TRY A LITTLE HELP FROM A FRIEND 


rt is not one of the things one ordinarily turns other products to be as compact, rational, portable, 


to personal computers for. cost-efficient, and easy to use as possible. 
But then, Epson personal computers are We provide them with the right combination of 
anything but ordinary. technical efficiency, faultless performance and 
At Epson, we think you operational simplicity. 
should be able to depend on TT That way, you can count on them even for 







your computer even in the 
most unlikely situations. 
After all, a computer isn't 
called personal for nothing. 
It's called that precisely because 
its supposed to be tailored to your 
needs. And the more responsive and 
user-friendly a computer is, the 
more personal it becomes. 
That's why we design our 
personal computers, printers and 


something as personal as a self-portrait. 

In need of inspiration? Try a little 
help from your Epson. It could bring 
/ out the artist in you. 


EPSON 


SEIKO EPSON CORPORATION: Head Office: 3-5, Owa 3-chome, Suwa-shi, Nagano, Japan Tel: (0266) 52-3131 Telex: 3362-435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No. 1 Maritime Square, 
3* 02-19, World Trade Centre, Telok Blangah Rd., Singapore 0409 Tel: 2786071 Telex: 39536 EPSON ELECTRONICS TRADING LTD.: 30/F, Far East Finance Centre, Harcourt Road, Central, Hong Kong 
Tel: 5-282555 Telex: 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH): 1-8F, K.Y. Wealthy Bidg., 206 Nanking E. Road, Sec. 2, Taipei, Taiwan R.O.C. Tel: (02) 536-4339, 551-6248/9 Telex: 24444 





























& IN Japan the term “political” stock 
ased to mean one that was being driven 
up by political money around election 
time. These days, it is taken to mean a 
stock targeted by someone, normally a 
broker, who is powerful enough to run 
the price up. | 

Guessing at which are the chosen 
stocks is ^a favourite pastime in 
Kabutocho, where the stock exchange is 
located, mainly because political stocks 
by definition will go up in price. 

Investment. advisers should, how- 
ever, be the last ones in the market to 
take part in such short-term speculative 
fiddles as political stocks. The fact that 
Japanese investors have been hood- 
winked and defrauded over the years by 
a raft of bad (even criminal) investment 
advisers resulted in the passage in May 
of the country's first investment advi- 
sory law. If there is a model, it is the 
United States Investment Advisory Act 
of 1940. A Ministry of Finance (MoF) 
advisory committee spent over a year 
deliberating on the matter (during 
which time no foreign advice was sought). 

The new law will be put into effect 
over the next 12 months or so. Inspired 
by revelations two years ago in the 
Toshi Journal case (in which a large 
speculative stock-consulting scam fell 
apart), the MoF aims to clean up the ad- 
visory industry by requiring investment 
advisers to register and meet certaín 
minimum requirements (no ex-cons al- 
lowed). ; 

For honest. investment fund. mana- 
gers in Tokyo (foreign and Japanese), 
the new law will provide an opportunity 
to obtaina licence to manage funds on a 
discretionary basis, that is actually man- 
aging an. investor's funds rather than 
simply giving advice. Discretionary 
management is at present a privilege en- 
joyed by the trust banks and the life in- 
surance companies, who monopolise 
the business 9 managing Japanese pen- 
sion funds. 5 

The main | provisions of the new in- 
vestment advisory bill are: 
> All investment: advisory companies 
must be registered with the MoF. That 
could mean up to 400 candidates. 
> A yet-to-be determined performance 
bond must‘be posted, and there will be 
certain capital requirements. 

» Rules on advertising will be set and 
full disclosure of contractual conditions 
required. Clients are to receive half- 
yearly reports. | 

» A cooling-off period will be required 
to allow clients to change their mind. 
The investment adviser will not be able 
to hold custody of investment assets, OF 
lend to the client. 


> In order to obtain a discretionary | 
management licence, the company must |: 





be incorporated in Japan or elsewhere, 
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and the company must have acceptable 
financial and social credibility, plus staff 
with appropriate experience not neces- 
sarily gained in Japan. Annual financial 
reports must be made to the MoF. Re- 
ports to clients are quarterly. 

'The- question of pension manage- 
ment is not treated in the bill. The law 
only covers securities. Trust banks will 
have to apply under the law to manage 
assets which are held in trust. And anin- 
vestment adviser will be able to act as an 
agent but not as a principal i in securities 
exchanges: 

About a year from now, the MoF will 
be ready to hand out licences to invest- 
ment. management companies. That 
gives ministry officials several months 
to think about qualifications. 

It also gives the likely candidates for 
licences quite a lot of time to worry 
about just how they plan to survive in 
what promises to be a highly competi- 
tive. = perhaps not so profitable indus- 


try. Eventually, there could be as many 
as 60-70 companies. with discretionary 
licences, The MoF is expected to be 
flexible in setting standards. However, 
foreign-owned applicants. may be re- 
quired to. produce uncomfortably de- 
tailed reports on the scope of activities 
of parent companies back home. 

MoF officials will have to interpret 
such things as what constitutes adequate 
experience in the business. That defini- 
tion will probably require management 
companies to be established in Japan for 
at least one year. Those who want in on 
the initial round of licensing have been 
rushing to set up. 

Among Japanese securities houses, 
banks and life and casualty insurance 
companies the number of advisory com- 
panies has jumped from around 60 at 
the start of the year to around 75 now. 
The number may climb to 90.by the end 
of June; About 20 foreign companies 
could be in a position to apply. 

What worries many now is that the 


sheer number of companies involved | 
will split the market up too finely. There : 


is also a question of how to separate the 
investment advisory business of these 
new companies from conflicts of in- 
terest with the main business DE bank 
and broker parent Somipamniess 


tinguish between investor and parent- 


| ness a hard think. For example, Bri- 





=] can men choose them. fs 





The older generation of investment 
companies (created mostly in the early 
1980s) has at times found it hard to dis. 


company interests. Investment fund - 
managers are a separate breed from the ` 
stock brokers who were normally sent - 
to staff advisory companies. | 

Typical of the equity links of some of - 
the newcomers is a Sapporo-based- 
joint-investment advisory company set- 
up by Hokkaido Bank and Nomura | 
Securities, a shareholder in the bank. 
The ¥50 million capital will be put up : 
50% each by the bank and Nomura, be- 
cause of restrictions on ownership by fi- 
nancial institutions. Other Hokkaido 
Bank affiliates, including a joint Nom- 
ura-Hokkaido venture capital com- 
pany, will hold the majority of shares, ` 
with Nomura affiliates owning the rest. 
Nomura, of course, also owns part of - 
Nomura Investment Management Co., 
one of the leading companies in the. 
field. Through it; Nomura has a region- 





al-bank advisory venture with Chiba 
Bank. P 

Foreign investment managers have 
also given an entry to the advisory busi- 


tain’s Natwest Bank group last year de- . 
cided against competing for one of the ` 
trust bank licences being offered to 
foreign banks (nine were granted) by 

the MoF. Instead the decision was for - 
County Bank Investment Management 

(a 100% owned subsidiary) to establish - 
aninvestment-management company in . 
Japan. . r 

Natwest reasoned that a trust bank in f 
Japan would be too costly and the- 
chances of attracting much Japanese 
pension-fund business slim. An invest- 
ment advisory company might be able. 
to tap more readily the corporate funds - 
that most fund managers expect to be ` 
the best customers for management : 
companies. 

Will they all survive? At this stage, | 
the best guess is that the industry will go | 
through a weeding-out period two or - 
three years after it is up and running. | 
Shroff would suggest that the survivors 
might be divided roughly between those . 
who don't spend much time trying to - 
catch political stocks — and those who i 
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You Could | 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment . . . 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one): 


American Express O Diners Club O 


| MasterCard O Visa O 

| Card No s 
Exp. Date t 

| Signature x 

| Name z 

| Address 

| 


| Annual subscription rates: 
| HK$2,185 M$720 S$635 US$280 £255 A$390 
Sent airmail anywhere in the world. 
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Super-scale allegations 


London court told of massive unauthorised payments to Carrian 


By James Bartholomew in London 


"This is a case of fraud 
and corruption on a mas- 
sive scale," said Clive 
Nicholls, counsel open- 
ing the Hongkong Gov- 
ernment's case for the 
extradition of Lorrain Esme Osman and 
Mohamed Hashim Shamsudin from Bri- 
tain. The two are former directors of 
Bank Bumiputra Malaysia (BBM) and 
its wholly owned Hongkong deposit- 
taking subsidiary, Bumiputra Malaysia 
Finance (BMF). 

They are alleged to have improperly 
released almost US$800 million to com- 
panies associated with George Tan, 
former head of the failed Carrian 
group. (Tan is currently on trial in 
Hongkong on charges of conspiracy to 
defraud and has also been charged, 
along with other Carrian former senior 
executives, with bribery and corrup- 
tion.) The London hearings opened on 
27 May at Bow Street Magistrates 
Court. 

According to Nicholls, the releases 
of these large sums from BMF to Tan 
companies “were unlawful and 
amounted to fraud and theft on an un- 
paralleled scale.” This allegation was 
supported, he said, by “vast corrupt 
payments flowing back to the two fugi- 
tives.” Other players in the drama de- 
scribed by the British barrister included 
two banks from China, a Liberian com- 
pany, two Kuala Lumpur firms of sol- 
icitors — and a £40,000 (US$59,000) 
Daimler motor car. 

The case as outlined by counsel in his 
opening fell into two main categories: 
advances to Tan companies and cor- 
rupt payments allegedly paid back to 
Osman and Shamsudin. Amounting to 
almost US$800 million, the advances 
were, according to Nicholls, “contrary 
not only to all normal and accepted 
banking rules and practice but also the 
established rules within BMF and 
BBM.” 

The first and largest advance of 
US$292 million (Transaction A), “had 
it been a genuine loan would have 
been the largest unsyndicated loan in 
the history of BBM or BMF.” The funds 
were released beginning in December 
1979. 

The manner in which they were 
released broke the rules set out 
in a banking manual to which Sham- 
sudin himself had written the pre- 
face. 

At the time of the initial advances 
there was no security. It was not until 
after the whole US$292 million had 
been released that mortgages were exe- 





cuted for two Hongkong properties, 
Gammon House and Metropolitan 
Bank Building. These mortgages were 
held by a HK$2 (26 US cents) shell com- 
pany with the curious title of *Maxi- 
mum Entry Limited," allegedly in order 
to conceal the fact that BMF was the 
real lender. Also, the mortgage for 
the Metropolitan Bank Building was 
deliberately never registered in the 
Companies Registry or the Land Re- 
gistry, said Nicholls, and *was void 
against a liquidator in the event of a 
winding up and was therefore not good 
security." 

Originally these advances were 
made with a view to buying Gammon 
House and sell&ig it on at a profit 
to the Malaysian Government. But 

“this plan collapsed when the Malaysian 
Government purchased another build- 
in $9 

As a result of this it allegedly became 
necessary, when a half-yearly audit was 
due in June 1980, “to dress up the ad- 
vances as genuine loans.” This gives rise 
to one of the false accounting charges. 
According to Nicholls, “in order to bear 
some semblance of complying with 
proper procedures, those [loan docu- 
ments] had to be falsely dated so they 
preceded the drawdowns.” 


Feat major loan was the US$138 
million Transaction C. It was al- 
legedly disguised as customer loans 
to seven HK$2 companies. But even 
these seven were obviously, on exami- 
nation, connected with Tan, so seven 
other companies “which were -less 
ostensibly connected” were substitut- 
ed. After Transaction C, the “fugi- 
tives’” attempts to cover up the real na- 
ture of the loans were less careful, said 
Nicholls. 

Transaction D consisted of two ad- 
vances, one of US$100 million and 
another of US$97 million. They were 
drawn down between December 1981 
and February 1982. The US$100 million 
went to five Tan companies and the 
US$97 million to the main publicly 
quoted vehicle of the Tan group, Car- 
rian Investments. The funds were ad- 
vanced *without either board approval 
or security," and were reported as 
“money-market transactions.” 

Transaction E consisted of advances 
of HK$100 million and HK$110 mil- 
lion drawn down in February-April 
1982. They were made on the “pur- 
ported" security of post-dated cheques. 
“In the Crown's submission," said 
Nicholls, “post-dated cheques, even 
given on a genuine transaction, can in 
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as secu- 


"As with oiherk loans made to  Tán-re- 
ted companies, there was allegedly no : 


valuation of the borrower or the pur- 
ose of the loan. "In effect," said 
icholls, "the' fugitives were giving 
way the bank's money." 

The saga entered a new phase in the 
id-1982. The pressure on Tan was 
'ute, and the pressure on the "fugi- 
ves" to *keep him afloat and avoid 
ieir exposure was equally acute." Dur- 
ig June and July, Bank Negara Malay- 
à (the central bank) sent a team to in- 


ject BMF. Then in October the chair- _ 


ian of BBM also sent a team, this time 
auditors. 

"They made a critical report and, asa 
Mlow-up, appointed Jalil Ibrahim to 
sure that lending was properly ad- 
iinistered. He was subsequently found 
iurdered in Hongkong, his body left in 
banana grove. Pressure on Osman and 





)sman; Shamsudin: extradition sogi 





hamsudin increased when the commis- 
ioner of banking in Hongkong com- 
leted an annual review of BMF and 
ress reports began to allege that BMF 
ad. substantial bad debts outstanding 
nth the Carrian group. 

Nicholls said Osman and Shamsu- 
in's response was, “extraordinarily,” 
o surrender all the securities held by 
JMF in respect of Carrian loans to Tan. 
n returh they got his "unevaluated" 
uarantee of US$500 million and an 
October agreement,” which was never 
mplemented, to accept certain securi- 
ies in the US. 


n 22 October 1982, Carrian Invest- 
ments announced a moratorium on 
ts debts, This led BBM to take control 
Xf the lending of BMF. Nonetheless, 
oans to pap routes | companies alleged- 
: tinued. t du 





| 


In October-November . Wardley (a 


"wholly owned subsidiary of the Hong- | 


kong and Shanghai Banking Corp., act- 
ing as Tan’s financial advisers) devised a 
rescue scheme for Carrian which called 
for an injection of HK$250 million. 
"Not surprisingly" the idea of supplying 
this money was rejected by the BBM | 
supervisory committee. 

Subsequently, "an alternative and | 
thoroughly dishonest way of raising that 
sum was devised.” A money-market 
loan was made to the Peking-controlled 
Bank of. Communications, allegedly 
used as a conduit to move the money 
from BMF to a Tan company. From the 
Chinese bank the funds allegedly went 
to a Liberian company (inappropriatelv 
named Spartan Investments). From 
there they were passed to Tan who re- 
presented the money as being his own 
contribution to the Carrian rescue 
scheme. That was Transaction G. 

Transactions H and I were small 








ones made to enable Tan to pay in- | 
terest on the existing debts. Again a Pe- 
king-controlled bank, the Nanyang 
Commercial Bank, was used. as a con- 
duit for the money. In addition, four 
other transactions were mentioned by 
counsel. 

Nicholls then turned to the corrupt 
payments. These payments amounted 
to almost HK$125 million in the case of 
Osman and HK$20 million for Shamsu- 
din. They allegedly consisted of “money 
payments, profits and dividends from 
the deposit or sale of shares and war- 
rants, and value for money.” The “value 
for money” category allegedly included 
airline tickets for Shamsudin and his 
family and his wife Margaret Rose Pin- 
der was given a £40, di Daimler in Lon- 


don. 


Counsel said itv was a feature of these 
“corrupt favours’: that. they were 
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| yv 
received chiefly by his two y solicitors in 


Teong and Partners. Shamsudin's pay- 
ments went to his private company 
"Silver Present," to his wife or to his 
British solicitors. “Inevitably” other 
people in BMF were willingly involv- 
ed in the frauds, said Nicholls, naming 
two. 

Rais Saniman, an alternate BMF di- 
rector and a very senior officer of BBM, 
he said, was "essential and of equal 
standing in these matters.” | 


he other was Ibrahim Jaafar, the 
general manager of BMF. His role in 
the fraudulent scheme “is not to be 
minimised," said Nicholls. Jaafar has 
been granted immunity from prosecu- 
tion and is acting as a major witness i 
the case for the Hongkong Govern- 
ment. :; 
The Hongkong Attorney-General 
Michael Thomas said that the case for 
the Hongkong Government could last 
more than a month, especially as the de~ 
fence was taking up every point, such as 
insisting on seeing originals instead of 
P tpi of documents. Much of the 
rst week of hearings was taken up witl | 
arguments about the admissibility of 
various pieces of evidence. Following. 
the prosecution's case there will be 
the case for the defence. But after a 
speech at the School of Oriental an 
African Studies in London, Thomas re 
marked to the audience concerning the 
two men: "They will be back in th 
dock in Hongkong before too long, 





hope.” 
The courtroom was crowded with 
documentation — 10 copies of some- 


23,000 pages of evidence, according to. 
one courtroom official. The chief magis- 
trate had a large metal cabinet next to 
him from which he withdrew volumes of 
evidence referred to by counsel rather. 
as one might take a book out of a per- 
sonal library. 

The stakes are very high for the indi- 
viduals. According to a friend of Osman. 
present on the first day of the hearing 


extradited to Hongkong. Osman, ac- 
cording to the source, fears that Hong- 
kong underworld elements will try to 
ensure that he does not talk. The cir- 
cumstances surrounding the murder of 
the BBM inspector looking into the 
case, Jalil Ibrahim, are still largel 

explained — though the. alleged litte 
was tried and found guilty | in the Hong 
kong High Court. The source indicated. 
that, in view of his fears, Osman was. 
content for the hearing in London to 
take as long as it may. Osman is, for the 
time being, housed in the relative safety 
of Pentonville Prison. The Hongkong 
attorney-general noted to the REVIE 
regarding Osman's apparent fears that, 
despite his wealth, Osman had no 
pue! for DAT. 
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By Philip Bowring in Hongkong - : 
"here is a chance that exploited and 


^M deceived outside shareholders in 
-. Wing On (Holdings) (WOH) will defeat 









the rescue of its already bust subsidiary 
Wing On Bank (WOB). The matter will 
be decided at a meeting on 12 June at 
which shareholders will vote on a pro- 
posal to subscribe HK$83 million 
(US$10.6 million) to a rights issue and 
underwrite a further HK$71 million. 
-The issue would be subordinate to 
HK$176 million in new capital from 
Hang Seng Bank, mostly in cumulative 
12% convertible preference shares. Re- 
jection would not be the death of the 
bank, which is already surviving on 
guarantees from the government's Ex- 
change Fund. But it would be a display 
_of disdain for the members of the Kwok 
family, which controls the Wing On 
group, whose losses have been a major 
cause of the group's problems. 
^. The Kwoks, headed by chairman 
Philip Kwok, still dominate the boards 
of the WOB, WOH and Wing On Co. 
(WOC), a quoted subsidiary containing 
the group's property and retailing in- 
terests, Philip Kwok is a vice-chairman 
of the Basic Law Consultative Commit- 
tee. The bank board also boasts a Legis- 
lative Councillor, Stephen Cheong. The 
latest rights proposal comes less than a 
year after WOH subscribed to a 
HK$120 million rights issue by the bank 
-. when rosy forecasts were made. 
. Shareholders learned on 19 May that 
losses attributable to unrecovered loans 
to the bank's former chief manager Al- 
bert Kwok were known to be HK$71 
million and may represent a majority of 
HK$311 million in exceptional loans in 
.1985 (REVIEW, 29 May). Non-family 
creditors include interests related to en- 
trepreneur Leslie Collings who — like 
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Wing On minority may block bank cash injection 
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Albert Kwok — was involved with 
Nugan Hand, the Australian-based fi- 


nance company which collapsed spec- 


tacularly in the late 1970s. 
To compound the confusion, the au- 
ditors refuse to say that the latest ac- 


counts represent a true and fair view of- 


the bank, implying that more skeletons 
could yet emerge. The bank is also 
mired in suits with the Chinese Manu- 
facturers Association president, Lau- 


rence Chiu, over thelegality of purport- 


ed loans of HK$70 million. 


Since the 19 May report, it has been 
learned that WOH has had to bailout its. 
associates | 
following losses resulting from certain | 
Kwok interests failing to meet their: 


commodity futures. trading. 


trading commitments. WOH has taken 
over and recapitalised the Wocom trad- 
ing arms. The cost is understood to be 
around HK$44 million. 

This latest bail-out by a public com- 
pany of Kwok losses has been done in 
virtual secrecy. There was no mention 
of it in the document put out to WOH 
shareholders by its financial advisers, 
Schroders Asia, recommending support 
for the bank's rights i issue. If the bank's 
rights proposal goes through, WOH will 
have to borrow the whole of its con- 
tribution, adding to the burden on an al- 
ready laden balance-sheet. ^ 


T silence about what has ‘happened 
at Wing On and Wocom is under- 
standable. The chances of outside 
shareholders in WOH being willing to 
support Kwok family management if 
they knew the full story of the losses 
might be remote. As it is, 6896 of votes 
out of the 75% required have been com- 
| mitted to backing the proposals 


— 44% from family and director inter- 
ests and 25% from Singapore’s Over- 
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Won 503.9b 
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Sales and profits fell owing to siumpin in Overseas construction 
business i in me Middle East. 





seemly for one: bank. to. wa away fror 
another. It has long had a represent: 
tive on WOH's board, so it cannot. e: 
cape some for the past: But the rest c 
the shareholders may yet rebel. There i 
a chance that the 75% vote will not b 
secured. Or, if it is, that shareholder 
will take legal action against the WOI 
board on the basis that support for th 
rights issue is motivated by concern fo 


| personal and corporate interests diffei 


ent from the interests of WOH and i 
oppressive of its minority shareholder: 

The attraction of the rights issue is s 
meagre that even the advisers to th 
bank's 900 minority shareholder: 
Samuel Montagu, see no cause to rec 
ommend it. They suggest that share 
holders "consult their own advisers an 
take into account their individual situa 
tions." The result is likely to be tha 
WOH has to pick up most of the under 
written rights. The issue is no more at 
tractive for WOH. Its existing stake i 
the bank is virtually worthless so there i 
no point in throwing good money afte 
bad. Schroders’ reason for advisin 
WOH to support it is that. it would b 
bad for the rest of the group's image i 
the bank were to be allowed to fail. A 
the bank already has a deficiency: an 
the government is committed to its sur 
vival, this argument is weak. It does no 
suggest much independence of thought 
Nor has Schroders seen fit to provid 
WOH shareholders with a pro form 
balance-sheet even though the las 
audited accounts are 18 months old. 

In fact, the issue could put the futur 
of WOH itself at risk. It would have t: 
make interest payments on the bor 
rowed money, yet it could expect no di 
vidend for several years as the banl 
would need to meet not only Hang Sen; 
Bank's preferences but also wipe out al 
additional HK$20 million in accumu 
lated losses. As it is,. WOH’s othe 
quoted subsidiary, WOC, has an 
nounced a net loss of HK$44 millioi 
after absorbing a HK$90 million extra 
ordinary loss on sale of property. Æ 
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Healthy PTEE profit “overshadowed by A$205m 
extraordinary loss after A$550m. write-down of Delhi 
Petroleum investment. 





This is first results after privatisation. Sales. forecast for 
current year X 5.29t. : LE m 





Strong yen and high R&D costs aggravated profit decline. 
Net profit of ¥ 30b forecast for current year. 















By Nigel Holloway in Singapore 


A nited Industrial Corp. (UIC), a 
d E O-property group in 
angapore, has launched a $$105 million 
US$46.9 million) takeover bid for a 
arge local trading firm, Intraco. UIC 
currently owns 17.9% of the trader and 
s offering to purchase the remainder on 
he basis of a one-for-one share swap, or 
$1.70 a share in cash. But with the 
tockmarket i in the midst of its sharpest 
ally since August 1984, UIC may have 
io raise its offer if its bid is to succeed. 
The Singapore Government's re- 


ponse to the move is likely to be the de- 4 


ermining factor. Temasek, the state 


olding company, which owns 41.36% | 


of Intraco and 11.4% of UIC, is expect- 


ed to be predisposed to accept the offer | 
n view of the government's desire to di-_ 
rest its stakes in local firms. But the góv- | 


:rnment is not noted for giving away as- 
ets on the cheap and may well ask for 
nore money for its share in Intraco. 
ntraco shares rose 54 cents to $52.18 on 
& June while UIC shares jumped 20 
sents to S$1.80. 

UIC's takeover bid comes as no sur- 
»rise. It wants to expand its trading op- 
rations inside and outside Southeast 
Asia and in January, the firm's chair- 
nan, Dennis Lee Kim Yew, the prime 
ninister's brother, joined the board of 
"traco. 

Established as a Singaporean version 
of Japan's sogo shoshas, Intraco has im- 
veccable official credentials and low 
srofits. Although it was just in the black 
tt the pre-tax level last year, it made a 
set loss of S$1.3 million on turnover of 
5$433.3 million, because of large provi- 
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; IC's offer to buy Intraco hinges on the government 


- UIC: more coherent. 
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sions for bad debts and a S$9 million 
provision against the value of group in- 
vestments.. The firm's managing direc- 
tor, Chandra Das, an MP of the ruling 
People's Action Party, resigned last 
year along with two of the group's gen- 
eral managers. 

On the face of it, Intraco might fit in 
well with UIC. The former's links with 
the Trade Development Board have en- 


abled it to build a wide international dis- 


tribution network and it has been busy 
upgrading contacts with China. In addi- 
tion, Intraco has a host of (ill coordi- 
nated) manufacturing interests in food, 
textiles, building materials, metals, en- 
gineering and technical ventures. 
UIC's operations have recently 
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| clude a 20% stake in Insurance Corp. of 






























1396 iib) a t S$116. mil on, án part. 
because of a restructuring of its main. 
businesses in detergents and toiletries. 
Its own sprawling interests include pig 
farming, edible oils trading and prop- 
erty, with hotel projects in: C hina. and 
Thailand. | 
UIC received its own managerial, 
facelift with the appointment of Leong 
Chee Whye, the former chief executive 
of the Trade Development Board, as 
managing director. But the. president 
and chief executive officer, Oei Hong 
Leong, who holds 43.195 of the shares 
in UIC, is still reckoned to call the shots. 
Oei will be interested in a number of 
other assets held by Intraco, apart from 
its mainstream operations. These in- 


Singapore, an affiliate of DBS Bank 
which continues to make profits. | 

On paper, UIC's bid looks cheap. 
The cash offer represents 83% of Intra- 
co's net asset backing of $$2.05 a share, 
while cash and other liquid assets alone 
amount to S$85.8 million, the equiva- 
lent of S$1.14 a share. Intraco's quoted 
investments were worth S$57.1 million. 
at the end of last year when the 
stockmarket had collapsed and, in any 
case, were in the books at only. $$30.9 
million, UIC's shares were suspended a 
2E 60 and Intraco’s at S$1.64 on 30 

May, pending the bid announcement. 

UIC is the second-biggest sharehold- 
er in Intraco after Temasek, while DBS 
Nominees holds 1695. The state holding 
company declined to take up a recent 
rights issue by UIC, which resulted in. 
Temasek controlling less than 15% of 
UIC's shares, thereby removing its asso- 
ciate status. The takeover bid for Intraco 
is conditional upon UIC obtaining more 
than 50% of the latter's shares. u 
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3KONG: Prices eased in lacklustre trading as 





million) on the first day of the period failed toat- 








ew factors locally and the diversion of interna- 





Hang Seng Index fell 30 points to close the period 
t 1,781.94. Turnover dipped to a daily average 
HK$285.52 million. | 


TOKYO: The market continued to soar, with the 
Nikkei Stock Average ending the period at a re- 
ord 16,739.27 points on 2 June and volume aver- 
ging a steep 835.37 million shares. Election fever 





















































ought heavily, reflecting a solid infusion of 
urplus cash into equities. The exchange warned 
hat the market was overheated, but investors did 
ot pull back. Price movements in some shares were 
nexplicably erratic, especially the international 
elephone monopoly Kokusai Denshin Denwa. 


SINGAPORE: Shares continued to rally in the 
eaviest trading since last October. Fraser's In- 
ustrial Index rose 283.86 to 3,901.68 and the 
dely watched Straits Times Index jumped 27.30 
oints to.683.30 on 2 June, its biggest one-day gain 
ince August 1984. Trading in Haw Par was parti- 
ularly active, while shares generally advanced in 
he wake of a strong performance from blue-chip 
tocks. Dealers reported significant institutional 
buying from West Germany and Japan, encour- 
aged by the weakening Singapore dollar. Trading 
vas an active 19.04 million shares a day with 33.53 
million units changing hands on 2 June. 


KUALA LUMPUR: Active trading made for over- 

ll gains across the board, with blue chip indus- 
rials chalking the greatest gains, in part due to a 
portion of Singapore's Central Provident Fund 
ders who are now allowed to invest. The mar- 
t was particularly bullish on 30 May when tin 
and plantations also captured investor attention. 
Average daily volume traded doubled the preced- 
ing week's turnover as 10.16 million shares valued 
t M$13.26 million (US$5.1 million) changed 
ands over the period. Fraser's Industrial Index 
closed 196.76 points higher at 2,229.32. Promet 
led the most actively traded counters. 


AUSTRALIA: The market was boosted by a rein- 
'estment of funds from the sale of Broken Hill 
Proprietary Co. shares to Robert Holmes à 
Court plus expectations of a higher bid which 
failed to materialise. The All-Ordinaries Index 
nudged its all-time high during the period and 
finished 24.7 points ahead at 1,229.3. There were 
good gains across the board, particularly in mining 
tocks. The metals and minerals index rose 16.6 
points to 320.6 points while the All-Industrials 
Index closed 32.9 points stronger at 1,977.7. Of 
particular note was a A$2.75 (US$1.96) a share 
bid by Larry Adler's FAI Insurances for Pioneer 














he sale of a prime Hongkong site to Swire Proper- . 
ies for slightly more than HK$1 billion (US$128.2- 


oosted the market as did the weakening of the 
en to Y 175: US$1 on 2 June. Most sectors were : 


istitutional buying cheers 
MALAYSIA and Singapore were star performers among Asian markets in the 


eriod to 2 June, helped by a fresh surge of buying interest from Singapore's Central 
rovident Fund holders and institutional investors. | 


ract fresh buying interest to the market. Lack of . 


ional investors to other bullish international mar- 1 
ts may have contributed to the dull trading. The. 


; Which countered with a 10.8 million | 





share placement, diluting FAI’s stake to 16% and 
boosting the AMP Society's share to 17.7596, mak- 


ing AMP the biggest shareholder in Pioneer. 


NEW ZEALAND: The market opened firm, based 
on the expectation of further significant corporate 


“takeover activity, specifically relating to NZI and 
-Dominion Breweries. Although subsequent cor- 
“porate activity did not eventuate, the market was 


steady during the period. The period was also not- 
able for the large number of corporate results an- 
nounced. The results indicate the structural 
changes that have occurred in the domestic econ- 
omy over the last. 18 months. -- 


TAIPEI: The market continued to rebound on the 


strength of active buying by institutional invest- 
ors, overcoming concern on the part of smaller in- 
vestors that the NT dollar's gradual rise against 
the US dollar would harm Tatwan's exports. The 
weighted price index closed at 954.24, up 17.34 
points from the previous period. The last day of 
trading marked the 12th day of successive rises, 
the longest period.of uninterrupted increases for 
more than seven months? Among the strong per- 
formers were Chung Hsing Textile and Yue 
Loong Motor. Turnover was sharply higher, aver- 
aging a daily NT$2.15 billion (US$56.3 million). 


SEOUL: The composite index topped historic 
highs every day of the period, with average trad- 
ing volumes rising 13.31 million shares to 54.83 
million. The index ended at 231.83, up 43% from 
levels recorded on the first day of this year. In- 
stitutional investors led the bulls, with confidence 
rising as a result of a recent announcement that 
monetary controls will not be tightened as had 


been expected earlier, and the recent political 


compromise achieved between the government 
and opposition parties. Transport equipment led 
the rise, followed by machinery. The only sectors 


to lose were pharmaceuticals and wood products. - 


Samyoung Electronics, the maker of capacitors, 
was the biggest gainer. 


MANILA: Favourites Globe Mackay and San- 


Miguel B inched up, while PLDT retreated in 
another dull market. Investors are expected to re- 
main uninspired as the new government continues 
to seek specific programmes to perk up the econ- 
omy and stabilise the political situation. A special 
block sale of Ayala Fund worth P20.38 million 


(US$1 million) on 30 May accounted for 39% of- 


the week's total value turnover. The commercial- 
industrial indicator moved. up 0.27 of a point to 
close at 226.71 while the mining index fell 4.13 to 
965.62. The oil gauge was unchanged at 0.812. 


BANGKOK: The Securities Exchange of Thailand 
extended its losses in the absence of positive news. 
After a weak opening, the market lifted briefly in 
mid-period, led by cement stocks. But the lack of 
follow-up caused many counters to close the 
period easier. Bangkok Investment led gainers 


while East Asiatic suffered heavy losses. Total 


volume traded amounted to 620,368 shares, val- 
ued at Baht 86.34 million (US$3.3 million). 
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Bank of E. Asia n 
Cathay Pacific 5.65 
Cheung Kong 20.50 
Thina Light 16.00 
CMS 11.70 
Conic 1.11 
Evergo 0.63 
F. E. Consortium 0.40 
First Pacific Holds 3.225 
Furama Hotel 4,50 
General Oriental 48.25 
Great Eagle 0.58 
Green island. Cement 7.85 
Hang Lung Development 6.50 
Hang Seng Bank 36.00 
HAECO 31.25 
Henderson 2,175 
H.K. Electric 8.95 
H.K. & Ch. Gas 15.30 
H.K. 5 K. Whart 6.90 
HK. Land 6.10 
H.K. & S. Bank $.85 
H.K. & S. Hotels 37.50 
H.K. Realty "A" 10.30 
H.K. Telephone 12.00 
H.K. TYB 6.80 
H.K.& Y Ferry 3.475 
Hopewell 2.00 
Hsin Chong 1.36 
Hutchison Whampoa 28.70. 
MysanDev <.. > 0.87. 
impala Pacific 12.80 
Ind. Equity Pacific 37.56 
Jardine Matheson 12.50 
Jardine Sec 12.20 
_ Johnson Electric 4,60 
KMB Ex Ail Rao 
Miramar 3.60 
NanFungTextiles — 33.00 
New World 6.15 
Paul Y. Constr. 1.70 
Regal Hotels Ex, Div. 1.44 
Sino Land 0.82 
Statux 1.71 
Sun Hung Kai Prop 12.30 
Sun Hung Kai & Co. < Ltt 
Swie Pac. “A” 12.20 
Tai Cheung 1.85 
Wah Kwong Props 0.62 
Wing On Holdings 1.58 
Winsor 8.65 
World international 2.378 
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6,6790. E | 5 2, 184. 70 
6,629.09 p . Close closed 
673927 | 1229. ,801.6£ 2,229.32 
+201% op Bs | 7.85% .- 9.68% 
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Brierley 

Carter Holt 

Crown Corp. 

Fisher & Paykel 
Fietcher Challence 
Lionfrewenes — 
NZ Forest Products 
NZ Oil and Gas . 
NZ} 

Progressive 
Waitaki NZR 

Wate 

Winstone 


Commercial Bank 

of Korea 
Daewoo Corp. 
Daewoo Heavy Ind. 
Gotdstar 
Hyundai Construction 
Hyundai Motor 2,760.00. 
Kia Motors 1,868.00 
Korean Airlines 1,368.00 
Lucky 1,290.00 
Samsung Electronic 2,312.00 
Sarmwhan Corp. 1,176.00 
Ssangyong Cemant $60.00 
Sunkyong 1,840.06 
Yukong 3,160.00. 
Korea Fund U5$32.00 
Korea international Trust US$18.36 
Korsa Trust us$25.06 

Bangkok Bank 
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Asia Cement 

Cathay Const. 

China Gen. Plastics 

Chung Hwa Pulp 

Chung Shing Textile 

Far East Textile 

Formosa Plastic 

Kalin 

Nan Ya Plastic 

Taiwan Cement . É ^ PF boni Nomura international {HK}, Hongkong: 
Taroko Textile à hie: DENS ER ot poate Ltd; bp rise 
Tong Yuan Elec ast Tusc E dies inde 

US! FarEast 

Yue Loong Motor. 

Yuen Foong Yu ^ 

Walsin Lihwa Wire 





3months forward: Japan ¥176.291, Hongkong HK$7.799, Singapore S$2.234 
"Singapore-Malaysia: 881^ M$1.1788, £1«HK$11.55 


Current delivery (July) 
Rubber 
Current delivery iduly} 


Cocoa 
Current delivery (July) 
at. delivery 
Paim Oil 
Current delivery (June) 
July delivery 


| Current delivery dis ) 
| Oct. delivery 


Wheat 
"Current delivery (July) 
Sept. del vary 


Current delivery (July) 


f) fatonne — (2) M$akg 
7) USc a 56 Ib bushel 


"Economie Growth % (real) iiy 


"1886 


international Reserves (5) 
Latest 


Yearago 


Nepal 
Pakistan 
Papua N.G. 
South Korea 
Srilanka 
Taiwan 


‘Communist countries 


US$ = Amb 3.2063 


HK$ = Amt 0.4088 


US$-<Roubie 0.7115 -- 
US$ Kip 35.00 
US$: Dong 12. 3624 


: Source The Hongkong and Shanghai Banking Corp. tor banknote selling rates when available 
: on the Hongkong market and Lark international Finance for official rates. Reuter for 
spot and forward rates from local and intemational markets. 


Chicago 
Chicago 


Chicago 


Bangkok 


(5 USE an oz 
(8 US$ a tonne 


Trade Balance (total merchandise) 


Latest 3 months 


Previous 3 months 
. Yearago 
Exports (7} | 
‘Latest 3 months 
% change previous 3 months 
Xchange year ago 
imports (8) 
Latest 3 months 
a thànge previous 3 months 
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62.80—62.70 


14.20 
341.50—342.00 


58.10 
35.25 
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1,338——1,340 
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5323 
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+469 
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$245 


HK$248.72b 
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+ 24.24 
+ 38.22 


1982-83 =: 100 
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~ GAG 
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$$27.73b 
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~ 46.15 


Hongkong | | Singapore 
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rate 
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inter-bank 3-month 


rate 


3-month time deposit 


rate 
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Source: Hongkong Broker Ld and First Paci Finance 


8345—6330 - 
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336.00-—336:50 


82.25—62.50 
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339.50-—340.00 
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Rips 22,331b 
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28.54 


2 June 
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Nippon Credit Bank 10-3/8 &/July/95 
SanwaintiFin 11-t/25/June/92 - 
Eksportfinans 11-144 20/Mar/82 
Ontario Hydro 10- 1/4 18/May/80 
Australia 11-1/4 19/Oct/90 

Australia Commonwith 11 28/May/95 
EEC 9-5/8 27/4uty/90 
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EIB 10-474 21/NGv?8À 

SECS 9-5/8 T/Oct/1988 

Barclays BK Fin Co, 10-5/8 19/Dec/95 
{ADB 9-7/8 23/80/4995 

J.P. Morgan Co. 11-1/428/Fet/92 
Citicorp 11-1/2 13/June/1995 

Merrill Lynch Co. Inc 12-3/4 4/Oct/88 


IBM World Trade Corp, 10-1/4 14/Nov/95 


General Electric 11 15/Fob/1901 
Prudential Realty 11-7/8 15/Jan/92 
Merrill Lynch OVS 10-5/8 28/Apr/80 
EEC 11-3/8 1/Feb/1994 

EIB 11-3/4 15/Aug/1991 

WB 11.25 15/May/1995 

WB56:5 1/0ct/1995 

WB 6.25 1/Dec/ae 

WB 7.5 1/June/1990 

WB7 25 1/Feb/1993 

EIB 7.5 23/Feb/1993 

IADB 7.75 1/Apr/1993 

TEM (WTC) 8.25 8/Aug/1990 
WB2,530/0ct/1995 . 

Vancouver {city off 11.75 28/Feb/95 
Australia ho. 2 6.5 22/Feb/90 — 
EDF No. 3 8.10 24/Faf/93 

WB No. 24 7.60 21/Dac/05 

WB No. 9 6.5 28/July/1903 


- 48 
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360.2 
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Malaysia 
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4.5875 
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1003/4 
101 


|, 1304-84 
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102-02 
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Your next dozer. 











If it isn’t a Case, 








here's what youll be missing. 





Hydraulic blade control. 


To let you tilt and angle the blade from the 
cab, we pioneered hydraulic blade control. It 
helps you make every pass a working pass, and 





Case is the only company offering it on a// dozers. 








Power turn productivity. 


To turn in hard, soft or wet 
ground, and to keep the load 
on your blade, you need power 
on both tracks. 

With our mechanical drive 
power turn, you get the turn 
capability you need, without 

the service risks that often 
come with hydrostatic 
» Or competitive 
makes. It is avail- 
able on all 






- designed from the 





New dieseltechnology. 


Our engineering 
expertise brings 
you a new engine 
that works hard for 
you and yourbot- 4 
tom line. Computer 


ground up to pro- 
vide maximum per 
formance with fewer 
moving parts, the new 
Case engine gives you reli- 
able lugging ability on less fuel 
with longer service intervals. It 
gives our new 850D crawler a real edge, and 

it will be in all our new dozers. 

Mechanical power turn. Hydraulic blade con- 
trol. New diesel engine. Servicing efficiency. Just 
four of the reasons why Case dozers give you a 
productivity edge. 

Give yourself the competitive edge 
that comes only with a Case. See your 
Case dealer today, or write: International 
Marketing, J | Case, 700 State Street, 

Racine WI 53404, U.S.A. Telex: 26-4425. 





Shown with optional 


JI Case 


A Tenneco Company 





The Difference. 


Comfort. It’s the little touches we 
put in to make you feel really at 
home. The thoughtfulness that 
says you're always our guest-of- 
honour. Warm, friendly and 
attuned to your needs, Pan Pacific 
Kuala Lumpur is the difference 
you'll not find elsewhere.  / 
From the very moment you step 
in, our attention is focussed 








on your well-being. All the way. 
Pamper yourself. Celebrate the 
difference with us. 


600 Rooms 9€ Six Restaurants and 
Bars € Convention Facilities € 
Business Centre € Health and 
Recreation Centre € Swimming 
Pool € Shopping Arcade e 
Limousine Service 


QJ PAN PACIFIC 


KUALA.LUMPUR 


For reservations, call: 03-293-5555, 293-6555. 
Telex: MA 33706 PPHTKL. 
Post Code: 50746 Kuala Lumpur. P.O. Box 11468. 


Sydney, Australia (02) 264-1122 
Singapore (02) 296-8678 
Hong Kong (5) 891-1391 
Tokyo, Japan (03) 214-3001 
London, U.K. (01) 491-3812 


Los Angeles, USA FIT (800) 663-1515 


Group (800) 538-4040 


PAN PACIFIC HOTELS 


Singapore € Pangkor € Malacca € Penang € Vancouver € 


Auckland * Sari Pacific Jakarta € Sonargaon Hotel Dhaka 


© Hotel Le Lagon € Kyongju Tokyu Hotel € Palau Pacific 
Resort @ Indra Regent Hotel € Royal Cliff Beach Hotel 
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REVIEW 
OF 
ADVERTISERS 
1985 












The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to 
shipping, industry, and many 
many more from over 550 of 
the world's leading com- 
panies. 












With an average of 50 pages 
of advertising per issue and a 
total of over 2,600 paaes 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 















The Review's "Review of 
Advertisers 1985" contains a 
sample of every campaign 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 










If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 









Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 




















UK.Unit Trust Managers of the year. 


Perpetual's the top performer Unit Trust Managers of the year 

... Perpetual takes The Observer's 1985 Unit Trust Managers ... Over the year, every single Perpetual Fund has moved into 

of the Year award. A richly deserved award. Its investment the black... Over the last 12 months, the Perpetual Funds have 
team - chairman Martyn Arbib, Bob Yerbury, Scott produced an average weighted performance of 27.7 percent... 
McGlashan and Martin Rasch - have been producing B ——— 
performance plums well for many years... | TENUES 


k MONEY MAGAZINE Dec '85 
* [S: 3S AVM /5 Dec 85 Whois best of the biggest unit Managers? 


..awards for consistency to Perpetual...forachieving a place 
in the top five forall the years shown. (One year, two years, 
three years, four years, five years and ten years.) 





Daily Telegraph /3rh July 85 


FINANCIAL TIMES /4th Dec ‘85 


International Growth Fund The Offshore Growth Fund pou" tin ean 


Please send me details (on the terms of which alone all 














In the eleven years since launching the Is an international unit trust based on the same E UY ron will be considered) i 
gc Š ; ; =i : a ‘ ease tick box 
Group's first unit trust in the United Kingdom, immensely successful investment philosophy as Camine Grwih Ead ().Offshare American Stine 
Perpetual has earned an enviable the U.K. based International Growth Fund. ! To: O Offshore Emerging Companies Fund i 
ati : .aunche : 23rd January 1983, the Fund = 
PU mon International Growth Fund I iunched ve the rd January T 8 i" FU Perpetual Unit Trust Managment (Jersey) 24 
for consistent 5 : invests in a wide spread of leading companies $ Limited. PO Box 459, Norwich Union House, a 
investment 30,0 £28470| from the world's principal stock markets. Church Street, St. Helier, Jersey, 
success. M Channel Islands. 
The top | al Am 22,9 
| P mu SURNAM i 
authorised | " (Mr/Mrs/Miss) 
fund over the ! 2 747% ———— I ADDRESS 
eleven year T re lida i 
* . . » ò 
period to For more specialist investors:- 4 
I5th April 
1986 P c ii The Offshore The Offshore Emerging 
ii | 


American Fund Companies Fund ' 


- investing in st -1 sting internationally in | EXPernetnali 
markets o! North Americ toduy s more exciling companies LN 


N.B. All 4 et as at 15th April 1986. Figures are based on offer price of units and include net re-invested income. Offshore funds are € in U.S. Dollars 
You should remember that the price of units can go down as well as up and that past performance is not a guarantee of future success mum um um ë Um o Eee 
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[LETTER FROM VANCOUVER 





he ultimate importance of Expo '86, 

the C$1.6 billion (US$1.2 billion) 
world fair in which some 60 countries 
are taking part, will have little to do with 
the fair itself: Expo's main raison d'étre 
would seem to be to further Van- 
couver's ambitions of becoming a major 
international financial centre. 

Expo was first conceived in 1976 as 
Transpo '86 — a C$150-million trans- 
portation show aimed at celebrating the 
city's 100th birthday, and the centenary 
of the completion of the transcontinen- 
tal Canadian Pacific Railway — and 
transportation remains a theme of the 
extravaganza. Canada's business com- 
munity, however, is more dedicated to 
exploiting Expo to further Vancouver's 
claim of being the Canadian hub for 
Pacific rim activities. 

Most major countries are represent- 
ed with a particularly heavy representa- 
tion from Asia. That did not just happen, 
and behind the hoopla and celebration 
lies a carefully laid plan to further busi- 
ness and trading opportunities within 
the Pacific rim. 

Asia, therefore, is the target zone 
and the provincial and Canadian gov- 
ernments acting with the Canadian 
Investment Development Agency are 
bringing the business delegations 











from all around the Asia region. 

Vancouver has long been considered 
the gateway to the Orient, and for a cen- 
tury ships have left its superb harbour, 
eastward bound, laden with coal, 
lumber, grains and so on. 

Over the past five years Pacific trade 
has come to dominate Canada's export 
trade; and so, slowly but surely 
Canada's eyes are turning away from 
Europe to the Pacific. The city is deter- 
mined to cement its position as the 
centre of Asian activity and is already 
doing so. 

To heighten the awareness of Cana- 
dians to the region several new institu- 
tions have been established. In 1984 the 
Asia Pacific Foundation of Canada was 
established by a unanimous vote of the 
Canadian Parliament. The foundation 
— headquartered in Vancouver — is an 
independent body charged with initiat- 
ing and promoting closer cultural and 
economic relations with the region. 

The Asian Pacific Business Institute, 
formed by the province's three major 
universities, has just opened its doors 
for business. It will aim its educational 
activities at the business community 
with an emphasis on encouraging Cana- 
dian business opportunities in Asia. 

The Vancouver Board of Trade has 














joined the World Trade Centre and 
all three organisations have taken up 
residence in the office tower-hotel 
complex built by Japan's Tokyu Corp. 
The complex anchors the magnificent 
Canada Harbour Place convention and 
cruise-ship facility which juts out into 
the inner harbour. The building will 
serve as Canada's pavilion during the 
fair. 

A band of local business leaders are 
also determined to exploit Expo to 
the full and promote Vancouver as an 
international banking centre, or, in 
their words, *a Geneva on the Paci- 
fic." 

The move was made possible by a 
simple paragraph in the February 
budget of the federal government which 
stated that Ottawa was prepared to 
facilitate the establishment of interna- 
tional banking centres in Montreal and 
Vancouver. Such centres are not new, 





How to save a drowning me 
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though they have never been tried in 
Canada before. They have widely dif- 
fering rules and regulations but, essen- 
tially, they allow international trade and 
finance to go on independently of the 
host country's tax laws. 


The West Coast group believes the | 


city's time-zone location is perfect for 
international traders and bankers. They 
will be able to deal all morning with 
North America and in the afternoon 
with the major financial centres of 
Japan, Hongkong and the rest of South- 
east Asia. The Vancouver Stock Ex- 


change already has a working arrange- | 
ment with the Hongkong exchange and | 


is negotiating a similar association with 
Tokyo. 


he initial push for making Vancouver 

an international banking centre 
came from John Bruk, chairman of the 
Asia Pacific Foundation. He has long 
been convinced that for Western 
Canada to become more than simply a 
drawer of water and hewer of wood for 
the Asian economies, a more sophisti- 
cated approach is needed. 

The recession helped his cause. 
When the market for grains, ores, 
lumber and coal dropped off, Bruk 
found willing ears in Ottawa. 
couver has every right to aspire to deve- 
lop into a major centre within the 
emerging Asia Pacific community, 


*Van- | 
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Vancouver’ S Expo centre: an eye to the East. 


| fielding some of the services Geneva, 


Zurich and London now provide to the 
Atlantic community," explains Bruk. 
But Bruk is looking beyond just a 
banking centre: he wants to turn the city 
into a service centre for the Pacific rim, 
with shipping companies, insurance, 


| commodity exchanges and the neces- 
| sary facilities to finance trade. 





To date some 3 million customers 
have clicked through the turnstiles and 
Expo officials — no doubt with the dis- 
asters of New Orleans and Knoxville 
still fresh in their minds — were predict- 








ing an attendance figure of only 13 mil- 








PHIL HERSE 


lion. They have already revised that 
forecast and believe that the fair's popu- 
larity — coupled with the inclination of 


| many North Americans to stay at home 


this year because of the threat of ter- 


| rorism in Europe — will result in more 


than 20 million visitors. 

And so, with the world beating a 
path to its door over the next six 
months, Bruk and his disciples believe 
they can open the world's eyes to their 


| city and achieve their dreams. 


— Ashley Ford 











a 35-knot crosswind 


Rescue work at sea is seldom done in fine 
eather and calm seas. That’s why the United 
States Coast Guard demands stringent 
equirements for their helicopters, including 
stability in flight - even in strong crosswinds - 
and protection against potential tail-rotor 
accident hazards. 
o meet the Coast Guard’s challenge 
Aerospatiale used its innovative “fenestron” 
echnology. Advanced technology first 
ntroduced in the Gazelle in 1966, technology 
hich has consistently proven performance, 
tability, safety and reliability. 


that’s special.that’s aerospatiale. 


This proven technology has caught the interest 
of the U.S. Army. The “fenestron” has been 
requested in the specifications for the Army’s 
next generation helicopter... the LHX. 

As we see it, advanced technology is 
synonymous with increased operational safety 
and reliability. This means adapting leading- 
edge technology to satisfy our customer's 
needs, which is one reason why the U.S.C.G. as 
well as fire departments, police units, hospitals, 
armed forces, and VIPs the world over place 
their trust in Aerospatiale... the world’s leading 
helicopter exporter. 
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to financial needs. 
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At LTCB we're one of the world's leading international banks 
because we specialize in looking at business creatively. It took 
imagination and experience to build a bank with vision. And now that 
vision will work for you. 

If you need creative international financing, project financing, 
guarantees, foreign exchange services including swap arrangements, 
then call us. 

It's not just our job to solve your financial needs creatively, it’s 
why we re here. 


We create financial futures. 


The Long-Term Credit Bank of Japan, Ltd. 


Head Office & International Banking Group: Otemachi, Tokyo, Japan Tel. 211-5111 Telex: J24308 
-—M London Branch: 18 King William Street, London ECAN 7BR, U.K. Tel: 623-9511 Telex: 885305 New York 
Branch: 140 Broadway, New York, N.Y. 10005, U.S.A. Tel: (212) 248-2000 Telex: 425722 Los Angeles Agency: 
444 South Flower Street, Suite 3700, Los Angeles, California 90071, USA. Tel: (213) 629-5777 
Hong Kong Branch: 45th Floor, Far East Finance Centre, 16 Harcourt Road, Hong Kong Tel: 5-285670 
Telex: 76295 Singapore Branch: 65 Chulia Street, 3€ 32-01, OCBC Centre, Singapore 0104, Singapore 





Tel: 919633 Telex: 23813 

Frankfurt, Paris, Bahrain, Toronto, Chicago, Dallas, Mexico City, Panama, São Paulo, Rio de Janeiro, 
Beijing, Shanghai, Guangzhou, Bangkok, Kuala Lumpur, Jakarta, Sydney, Melbourne 

LTCB international Ltd. (London) Nippon European Bank S.A. (Bruxelles), LTCB (Schweiz) 
AG (Zurich), LTCB Trust Co. (New York), LTCB Asia Ltd. (Hong Kong), LTCB Australia Ltd. (Sydney) 


FAR FROM THE MADDING CROWD. 
RELAX IN THE COMFORT OF 


THE SUPERCLUB SEAT 


me WIDEST BUSINESS CLASS SEAT n mear 
2-ABREAST SO YOU CAN CUT OUT THE MIDDLE MAN. 


ENJOY PANORAMIC WINDOW VIEWS OR. THE FREEDOM OF THE AISLES. 


- BRITISH AIRWAYS 


The worlds tavourite airline. 
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FLIGHTS TO LONDON 
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Internationally acknowledged 
o be the finest cigarette in the worlc 


London-Paris-New York 


FHE MOST DISTINGUISHED TOBACCO HOUSE IN THE WORLD 
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DEFENCE: 


PaO weenie Fortress Australia 


Embattled Cartel 
China 's Rocket Rentals 


^s 


LS — € 3 


Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 Philippines R20 — Singapore S$4 — Sri Lanka Rs 30 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2.75 
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When English China Clays decided a global financial intermediary. 
to tap an additional source of short-term For a worldwide market leader 
finance, and to benefit from the lower such as English China Clays, a 
cost and flexibility of Eurocommercial Eurocommercial paper program can 
paper, they turned to Chase. provide a highly cost-effective and 

It was a decision which resulted flexible means of financing continued 
from their position as a major British growth and expansion. 
multi-national, and Chase's position as The program arranged by Chase, 


Back left to right: Andy Trenouth. Vice President, The Chase Manhattan Bank: David Loosley, Group Treasurer, English China Clays 
Front left to right: Bob Hinaman, Executive Director. Chase Manhattan Ltd and Bob Carlton-Porter. Finance Director. English China Clays 


will also enable them to tap a growin 
international investor demand for 
prime names. 

It wasn't only because of a long 
and close working relationship 
together that English China Clays 
turned to Chase. It was also because 
of Chase's track record as a participa! 





over 25% of all Eurocommercial paper 
sues since 1984, its inclusion in close to 
JO tender panels and dealerships and 
; position as a continuous market 
aker in over 50 issues. 

Of course they wanted the 
ynfidence of Chase's Euromarket 
stribution capability. A worldwide 


network, with sales teams in key 
financial centers, that adds up to sales 
of over $1,000,000,000 a month, in 
short-term Eurosecurities alone. 

This is the Chase Partnership. 


A partnership that's based on mutual 
trust and innovation and a 
partnership that’s building the 
foundations of a lasting commercial 
and investment banking relationship. 


THE CHASE PARTNERSHIP 


— CHA 
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EXECUTIVE 


BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
a business decision. 

So we ve arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out" plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme. 
Complete the coupon below or call 
.any Hilton International hotel. 
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BUREAUX 


Bangkok: John McBeth, 
Paisal Sricharatchanya (tel. 2511139) 
Jakarta: 347814 
Kuala Lumpur: Suhaini Aznam, 
Nick Seaward (2308972) 
Manila: Guy Sacerdoti, James Clad, 
Jose Galang (572081) 
New Delhi: Salamat Ali (South and West Asia), 
Mohan Ram (676690) 

Peking: Robert Delfs, Mary Lee (52-1550) 
Seoul: Shim Jae Hoon, Paul Ensor (732-7354) 
Singapore: Nige! Holloway (2203720) 
Sydney: Hamish McDonald (212-3355) 
Taipei: Carl Goldstein (502-9030) 
Tokyo: Charles Smith, Bruce Roscoe (2708229) 
Washington: Nayan Chanda (469-4814) 
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EBS Programme 

Hilton International Singapore 

581, Orchard Road, Singapore 0923. 
Please provide me with EBS brochure: 
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CONSTI bun. C 


has a little competition. 


N° there's a portable personal 
computer so small, so light, and 
so fast it defines a new industry stan- 
dard. From the same company that 
set the standard —COMPAQ: The new 
COMPAQ PORTABLE II™ has all the 


advantages of the world's best-selling : CAMAS 


full-function portable—the original 
COMPAO Portable—plus it's even 
more portable. And it's far more 
powerful than most desktop 
computers. Never before has 
a computer this small been 
capable of so much. 

With its 80286 processor 


can run all of the popular 

business software written for IBM” personal comput- 
ers. At speeds three to five times faster than the COMPAQ 
Portable, IBM PC/XT™ and other compatibles. 

And because of its standard 360-Kbyte diskette 
drive format, your data diskettes will be fully inter- 
changeable with other COMPAQ, IBM, and compati- 
ble personal computers. 


It simply works better. 
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Introducing 
the remarkable new 


the COMPAQ PORTABLE II COMPAQ PORTABLE ll 
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Expansion ines The 
COMPAQ PORTABLE II can handle 
an optional 10- or 20-Megabyte 
fixed disk drive and up to 4.1 Mega- 
bytes of RAM. And you can add a 
modem, a networking board, or a 
board for communicating with your 
mainframe. 

The new COMPAO PORTABLE II 
puts tremendous computing poten- 
tial within the grasp of every 
computer user. Plus, it's 
made by the undisputed 
world leader in portable 
personal computers. 

Call for the name of the 


ealer nearest you: 

In Malaysia call Microcomputer Centre, 60-3-7 e 

In Hong Kong call Microware USA Limited, 852-5-2165 

In the Philippines call Datronics, 63-2-866133. 

In Thailand call Olympia Thai Ltd., 66-2340770-8. 

In Singapore call Microcomputer Centre, 65-2255855. 

In Indonesia call PT Elang Mahkota Komputer, 62-21-361343. 
IBM’ is a registered trade mark and IBM PC/XT™ is a trademark of International 
Business Machines Corporation. ©1986 COMPAQ Computer Corporation. All 
rights reserved. 
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Ios the Opera House, 
you look straight across to another of 
Sydney's great 
achievements. 













Service polished to 
perfection. A style that 
could only be Regent. 
[Inspirational views 
from a hotel that is 
itself an inspiration. 
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A REGENT? INTERNATIONAL HOTEL 


ALBUQUERQUE. AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DÜSSELDORF FIJI. HONG KONG. 
KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY. 


SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555. 






Arab Banking Corporation 
announces the opening of its 


Tokyo 
Representative Office 


NIHOMBASHI AKIYAMA BUILDING 
4-15-21 NIHOMBASHI HONCHO 
CHUO-KU, TOKYO 103 
TEL: (03) 245-0415. FAX: (03) 245-0419. TLX: ABC J 33979. 


ABDULMAGID A. BREISH 
CHIEF REPRESENTATIVE 













Arab Banking Corporation 
The bank with performance and potential. 


Head Office: PO. Box 5698, Manama, Bahrain 
Offices in: Bahrain, Barcelona, Frankfurt, Grand Cayman, Hong Kong, Houston, London, 
Madrid, Milan, Monte Carlo, New York, Paris, Rome, Singapore and Zurich. 








LETTERS 


Ethnic enclaves 


I refer to the article by Gerald Tan and 
Riaz Hassan, Asians in Australia — 
exploding the myths [REVIEW, 17 
Apr.]. There is no doubt that Asian 
migrants have made a significant con- 
tribution to the Australian economy. 
The figures Riaz and Tan quote clearly 
indicate this. 

However, the authors have used fig- 
ures from the 1981 census, which are out 
of date. Since then Asian immigration 
has reached unprecedented levels. It is 
my estimate that Asians now make up 
about 10% of the Australian population 
and not 1% as stated. 

The authors have also failed to men- 
tion that the majority of Asians, despite 
being highly educated and English- 
speaking, have made little or no attempt 
to integrate into Australian society. In 
fact, many Asians have set up “ethnic 
enclaves" and are practising a form of 
self-imposed apartheid. Others have a 
superiority complex; they regard Aus- 
tralians as good-for-nothing layabouts. 

This, in my opinion, has largely been 
the cause of anti-Asian feeling in Aus- 
tralia. ; 


Melbourne Satindar Sidhu 


Flawed sanction 


Brian Cloughley’s commentary on Pun- 
jab [THE STH COLUMN, 15 May] is 
flawed. The Jallianwala Bagh massacre 
of 1919 and the invasion of the Golden 
Temple in 1984 are indeed similar: both 
were criminally disproportionate re- 
sponses by authoritarian regimes citing 
the excuse of “maintenance of law-and- 
order.” 

Cloughley, by his approval for the 
latter operation, implicitly provides 
moral sanction to the British excesses 
earlier (a typical colonial ploy). In fact, 
the moral equivalence of the two events 
clearly demonstrates that the present 
government, like its British predeces- 
sors, is alienated from the Indian peo- 
ple. By and large, the morchas in Pun- 
jab (like the Satyagrahas decades ear- 
lier) were peaceful expressions of civil 
disobedience. These were sabotaged by 
powerful governmental machinery 
which overtly and covertly introduced 
extremist elements to tar a populist 
movement with a communal colour. 

Cloughley’s characterisation of 
Rajiv Gandhi as a sincere seeker of a 
settlement is a distortion of facts. Dur- 
ing his mother’s reign, Gandhi was a 
willing party to all the machinations 
which complicated a political settlement 
in Punjab. It is significant to note that 
Narasimha Rao, home minister during 
the government-sponsored massacres 
of Sikhs in 1984, is still a senior cabinet 
minister, and in fact was home minister 
recently. The home secretary during 
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BREAKTHROUGH: 


ADD BLADES 
TO A HELICOPTER 
TO MAKE IT QUIETER. 


The sound of a helicopter providing life-saving 
speed for the ill and injured, or a fast response by 
law enforcement agencies, has been a welcome 
intrusion. But now, as our helicopters go about 
doing good, they can do so more quietly. 

Traditional helicopter designs have tail rotors 
with two blades which must rotate rapidly to 
provide directional control. Our engineers devised 
a slower-turning, four-bladed rotor that provides 
equal control but reduces noise by fifty percent! 
This better way to fly not only helps keep 
neighborhoods safe and quiet, it helps our military 
crews go quietly about their missions. 

We're creating breakthroughs that make a difference 
in the way things work and the way people live. 

Werte McDon M Douglas. 
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DC ma ssacr 28, Nl. M. Wal 
warded for his services by 
pointed as the lieutenant-governor of 
New Delhi. 

Gandhi dragged his feet for 18 
months before appointing the Mishra 
Commission to investigate the above- 
mentioned atrocities. The Mishra Com- 
mission holds its meetings “in camera,” 
and by governmental ordinance its find- 
ings will not be available to parliament 
for scrutiny. Its unsympathetic and 
biased attitude towards the victims of 
the atrocities has led to its boycott by all 
the civil liberties organisations in India. 

The Indian people must avoid falling 
for the facile simplifications (“negotia- 
tion from strength”) being advocated by 
Cloughley. A just settlement in Punjab 
(as in other parts of India) is possible if 
and only if sincere negotiations are 
undertaken. All just and legitimate 
rights must be unilaterally conceded in- 
stead of indulging in procedural wrangl- 
ing. Unfortunately, Gandhi and his 
Westernised clique are incapable of 
doing this. Their penchant for gimmick- 
ery, and their cynical manipulation of 
people’s sentiments are a modern day 
tragedy. 
New York 


Rules for candidates 


Kedar Man Singh’s report [REVIEW, 8 
May] that “under the constitution any 
one over the age of 21 may stand for 
election,” followed by his reference to 
King Birendra’s New Year’s Day mes- 
sage calling on the Nepalese “to vote for 
such people as are able, patriotic and 
honest” gives an unwary reader the im- 
pression that Nepalese elections are 
free and the king’s interest is in simply 
ensuring that only the best and the hon- 
est receive the people’s mandate. 

In fact, the rules of the royal election 
commission require any one seeking 
candidature in the coming election to be 
a member of a government-sponsored 
trade or social groups and to take an 
oath of allegiance to the panchayati con- 
stitution. is effectively precludes 
those who oppose the absolute rule of 
the king and advocate constitutional 
monarchy from participating in the 
election. The right of assembly and free- 
dom of speech guaranteed in the con- 
stitution is also denied to the opponents 
of the panchayat system. 

“Patriotism and honesty” actually 
means blind loyalty. No wonder the 
Nepalese Congress leaders, who pride 
themselves in their party’s 40-year his- 
tory of struggle and sacrifice for the es- 
tablishment of a democracy in Nepal, 
decided not to participate under the 
present conditions. 

The participation of the pro-Moscow 
communists, despite the humiliating 
preconditions laid. down by the election 








Kotesh Rao 


commission, indicates a clear shift in 
their strategy. The Moscovites, as they 
are known in Nepal, are convinced that 
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e continued boycott by the Congress 
gives them a unique opportunity to 
dominate the national legislature. It is 
unfortunate that the refusal to institute 
democratic reforms is pushing Nepal 
into the Soviet trap. 


The Soviet Union houses one of its 








biggest embassies in South and South-- 


east Asia in Kathmandu. Just what is 
the purpose of such a large mission in 
miniscule Nepal intrigues many. But 
Nepal may soon find out. 

Kathmandu Bhushan Adhikary 


Vanishing forest 


Nancy Nash in Letter from Phutta Mon- 
thon fis May] mentioned a conservation 
project undertaken by a Buddhist medi- 
tation retreat centre in northern Thai- 
land. The centre's name is, in fact, Tam 
Tu Poo — or Tu Poo's Cave — and it is 
in Tambol Mae Soi, Amphoe Jomtong, 
Chiang Mai province. 

Ajahn Pongsak Tejadhammo, also 
the abbot of Wat Palat on Doi Suthep in 
Chiang Mai, has been working hard 
there for the past 10 years to make the 
villagers of the locality aware of the 
harm they have been inflicting on them- 
selves by their own destructive habits in 
the forest: felling large trees for their 
own construction needs but using only a 
fraction of the timber from each tree 
they fell; chopping down large areas of 
the forest for firewood; starting forest 
fires to facilitate movement around the 
forest when hunting or foraging and so 
forth. It has been an uphill job, of 
course, since traditional lifestyles die 
hard. 

Other causes of destruction of the 
forest have also been identified. Swid- 
den agriculture by the inhabitants of a 
neighbouring village (the Kae clan of 
the Mong tribe) has had an especially 
devastating effect on the watersheds of 
three local mountain streams. Two of 
these no longer flow all year round 
while the third is down to only a quarter 
of its previous volume. 

A further major contributing factor 
to the problem has been large-scale log- 
"emma carried out on behalf of “in- 

uential people." This latter term is the 
usual Thai euphemism for blatant pro- 
fiteers who seem able to evade the law's 
reach with ease. ' 

Since the villagers of the district have 
suffered disastrous harvests over this 
past year as a result of the drastic de- 
crease in the water supply for irrigating 
their paddy fields, they have become 
convinced of the force and validity of 
Ajahn  Pongsak's teachings. Con- 
sequently, they have formed an organi- 
sation, which they are in the process of 
registering with the government, with 
the purpose of enclosing with a barbed 
wire fence some 70 km? of the remaining 
forest. They will be volunteering their 


labour on a roster basis to carry out the 


at | fencing of this section of the forest | 
A cul! oa edito bese ue snp p, Ay "tad a 
n. | and subsequently groups of them will | 
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patrol it daily to prevent further harm to | - 
the flora and fauna within the enclo- - 
sure. A reforestation programme is also 
planned for the severely damaged sec- | 
tions, most especially the watersheds. 
Moves are under way by officials sym- © 
pathetic to the abbot's aims to have the © 
hilltribe people located lower down in 
the valley. The Kae claim they are will- — 
ing and eager to go along with this. 

The nefarious activities of the log- 
poachers have already decreased in this 
area as they shy away from the glare of | | 
publicity and are anyway finding it hard- 
er to recruit labour in the vicinity. 298 

Ajahn Pongsak has already achieved | 
a great deal by moral influence alone. - 
He has broad long-term plans for a | — 
larger scheme, the Dharma Land Pro- - 
ject, which includes developing an ex- — 
tensive irrigation system both to im- 
prove the living standards of the local - 
farmers and to relieve pressure on the 
environment. Anyone interested to 
hear more about the scheme should 
write to the abbot at 101 Wat Palat, Doi - 
Suthep, Chiang Mai 50000. AW 
Bangkok Geoffrey Walton | 
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Slip on soap 


It seems that both the makers of 

“Shitze” soap and Derek Davies should | 
both now understand “the perils of 
pinying” [TRAVELLER'S TALES, 29 | 
May]. The proper pinyin romanisation | 
of "Shitze" is “Xizi” and the proper |. 
spelling of *pinying" is “pinyin.” Is this. | 
another case of the pot calling the kettle | 








black? | 
Peking Lawrence C. Reardon | 
Ground-floor asset EM 


It was reported in Power of the old | 
guard [REVIEW, 10 Apr.] that only 12% | 
of the 500 Taiwan university professors | 
polled felt the policy of refusing all con- | 
tacts with China to be an effective 
counter-policy to Peking’s offer of com- . 
mercial relations, peace talks and full 
autonomy. That means an overwhelm- - 
ing 88% would favour contacts of some 
sort with China. 

. The Kuomintang’s steadfast refusal — 
to have commercial relations with | 
China is sadly going to limit Taiwan's - 
business opportunities and related hori- |. 
zons. Taiwan's modern business exper- | 
tise and Mandarin-speaking population ~ 
are just the right assets to get into the © 
ground floor of the mainland’s moderni- | 
sation drive. The country is as well | 
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cally, if not better placed than Hong- | 
kong. It is better placed than Singapore | 
in commercial ventures with China. — | 

Yet, because of Singapore’s willing- — 
ness to be friendly, China is travelling a M 
longer distance to cultivate its business |. 
relationship with Singapore. ; | 
Singapore ‘Chinese Singaporean’ |. 
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Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- - 
oriented research and 
development programme 
for new products. . 


Mannesmann Demag AG 


Postfach 100141, D-4100 Duisburg ! 
Fed. Rep. of Germany 

















hailand's general election, due on 27 July, will mark a 

crossroads for democracy in the country, with the mili- 
tary, bureaucracy, political parties and wealthy banking . 
and business interests all struggling to ensure that their re- 
spective roles in governing Thailand will be preserved or 
enhanced. Bangkok bureau chief John McBeth takes a 
look at how these forces are lining up and analyses their 
| strengths and weaknesses — especially with regard to 
' what form of democracy is evolving and how successful it 
is likely to be in meeting the needs of the country's 40 mil- 
lion (mostly rural) people. Pages 40-48. 


Cover illustration by Lui Mo Ping. 





Page 16 | 
After months of informal contact, Pre- 
sident Aquino is about to begin the 
first ceasefire negotiations with the 
Communist Party of the Philippines in 
17 years. 
Page 17 
Malaysia's ruling National Front 
smooths the ruffled feathers of the 
Gerakan party, which had talked of 
pure out of the ruling coalition. 






a's ruling Congress 
reatening the posi- 
e minister, could. 
gradually erode the party's national 
base of support. . 


Page 20 
Embarrassed Chinese officials try to 
explain away clashes between foreign 
— mostly African — and Chinese stu- 
dents which have raised the spectre 
of racism. 
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Pages 49-50 

Liberal Chinese Communist Party 
leaders push for free academic de- 
bate, but bitter memories of the 
Hundred Flowers campaign of the 
1950s remain among intellectuals. | 


Pages 62-64 


tle Challenger and setbacks to the 
European Ariane rocket programme 
open the door to China — and 


¿perhaps Japan — to enter the lucra- 


tive commercial satellite launching 
‘business. 


64-66 


1986 to take into account heavy 
spending in the last days of the Mar- 
cos regime and to provide for govern- 
ment stimulation of the stagnant 
economy. Meanwhile, the Philippines’ 
aid donors agree to provide at least 
US$600 million. to help meet the re- 
venue shortfall, 


: Page 71 : 
s | Japanese manufacturers look to 
- South Korea as a potential supplier of 
low-cost industrial components to 
help offset the impact on their com- 
petitiveness of the strong yen. 


Page 86 


managers decide to take a 'risk' by in- 
vesting in major new issues in Hong- 
kong. 


Page 86 

The Hongkong Bank raises even more 
funds for a possible takeover in 
Europe — but makes itself a takeover 
"target at the same time. | 


b 90 


uk 


depositors’ returns but undermine the 
position of big local banks. 


The destruction of the US space shut- 


Long-conservative Japanese fund 








"Manila frames a new deficit budget for E 


karmon: 





Malaysia: A ‘misunderstanding’ 
india: The unhappy party 


Foreign 





DEGIONAL AFFAIRS 
Philippines: Aquino 5 tricky gamble ____ 


Olympics: A last chance for the games 
relations: Blacks and red faces cuoc UND 
Pakistah: The speaker is silenced 27 
— 'interview/Zia-ul Haq: A fragile M 
democracy 
Japan: Star-spangled election 
Australia: Back to the basics ~ 
No threat from the north - 
Hi-tech and super fast 
Cover story: Political a 
Rural voters support individual 5, not 
Civil servants viewed with fearful respect — eoa - 44 
-= Bureaucracy blocks views of 40 million — ^ 



































































farmers : 
China: Contending thoughts 49 
— S i 


Death of 100 flowers 





MENE x g March into 


space: 
Japan as number three 63 
A small step for China .. 64 


Borrowings: Public-sector pump priming 
in Manila 
Hooked on foreign ne 
Industry: Two-way traders in Seoul ————--—_- 


Aviation: All-India Airlines? . 
Trade: Barter by proxy in. Islamabad edie ara 
Currency: Eggs i ina new basket in 

Kathmandu smen: 
investment: Some H nt ngkong spice ELTE 

















Hunter or hunted? | 

Selling the family jewels 87 

Policies: Not-so-friendly skies in Japan 88 
90 


Undermined cartel in Hongkong. 


REGULAR FEATURES 
Letters 

Briefing 

Intelligence 

The Week | 

Traveller's Tales zs. 

Books : 4 
The 5th Column AS 
Egongnic i Monitor New Zealand 
Shrott | 
Exchange Rates ~ E M 
Stockmarkets nti oe 
Prices and Trends ..... 
Papae Letter: Gui in 
































































EGIONAL 
Malaysia’s ruling front 
admits Sabah’s PBS 


Ina further move at consolidat- 
ing its position, particularly in 
Sabah, Malaysia's ruling Na- 
tional Front admitted the con- 
troversial Parti Bersatu Sabah 


state’s United Sabah National 
Organisation (Usno) on 5 June 
— bringing the coalition’s 
membership to 13. It was a 
"unanimous decision," Prime 
Minister Datuk Seri Mahathir 
Mohamad said, which had the 
concurrence of the Berjaya 
party — until then the front's 
only representative in Sabah. 
The PBS had sought mem- 
bership in the front for more 
than a year, during which Ber- 
jaya and Usno had teamed up 
to force the PBS to request an 
election within a year of its ini- 


, the PBS was 
returned to » office with 34 of 48 
state assembly seats, eight 
more than it had won last year. 
With its admission to the front, 
PBS president Datuk Joseph 


Sabah National Front chair- 
r ~~ Suhaini Aznam 


The Nepalese Government has 


and fined six others for contra- 
vening the 1982 Press and Pub- 
lication Act. The authorities 
also issued warnings to four 
more newspapers for alleged 
similar offences. Most of the 
banned publications were 


The 1982 legislation prohibits 
the printing and publishing of 
any material showing disre- 
spect to the king and the royal 
family, undermining the integ- 
rity and sovereignty of the na- 
tion, and propagating party 
politics. | — Kedar Man Singh 


untr Finance Minister 
Ronnie de Mel said in a news- 
p interview in Colombo 

efore leaving for an aid meet- 
ing in Paris on 5 June. He also 
said that nations donating aid 
have stipulated that it should 
not be used for military pur- 


poses. 





(PBS) — and readmitted. the. 


Pairin Kitingan was appointed | 


banned seven local newspapers : 


known to have leftist leanings. 








Because of this situation, he 
said in the interview, Sri Lanka 
must face "the stark truth" and 
understand that it was “im- 
perative" to find a peaceful 
solution to the growing, violent 
confrontation between Sri 
Lanka’s majority Sinhalese 
and minority Tamil popula- 
tions. — Manik de Silva 


Singapore judicial 

probe adjourned 

A judicial commission of in- 
quiry in Singapore into allega- 
tions by the Workers’ Party 
MP, J. B. Jeyaretnam, that the 
executive had interfered with 
the subordinate courts, was ad- 
journed indefinitely on 4 June. 
This was done by the commis- 
sioner, Justice T. S. Sin- 


nathuray, in order to decide 
whether there was any basis in 
the allegations. Jeyaretnam re- 


Sx 
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Jeyaretnam: allegations. 


fused to give evidence unless 
he was allowed to cross- 
examine witnesses and the 


"commissioner said that the MP 


could not set conditions for his 
evidence. 

Jeyaretnam alleged in parlia- 
ment on 10 January that on at 
least three occasions the execu- 


tive had transferred district 


judges from the subordinate 
court whenever their decisions 
displeased the government. 
This was denied by both Chief 
Justice Wee Chong Jin and 
Prime Minister Lee Kuan Yew. 
— Nigel Holloway 


CORRECTION 


In A good beginning, but the 
economy has problems (COVER 
STORY, 22 May), S. Kamalud- 
din reported that Bangladesh's 
terms of trade during fiscal 1986 
were expected to improve by 
17%, and that the Finance 
Ministry had projected further 
improvements. In fact, Bangla- 
desh's terms of trade declined 
by 17% in fiscal 1985 and will 
fall by a further 21% during fis- 
cal 1986. 
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Hawke seeks to 
hold down wages 


The Australian Government 


wage adjustment due around 


inflation-linked increase. dis- 
counted for the component in- 
duced by currency deprecia- 
tion, Prime Minister Bob 
Hawke announced on 11 June. 
A 2.3% adjustment due 
shortly would thus be the only 
wage increase this year, despite 
8-9% inflation. The quasi-au- 
tonomous industrial tribunal 
involved is likely to follow the 
government's advice, but 
Hawke risks stronger trade 
unions dropping out of the “ac- 
cord” on wage restraint. 


in response to the current-ac- 
count problems highlighted by 
Treasurer Paul eating’s 
“banana republic” warning 
(REVIEW, 29 May), Hawke 
also promised further belt 
tightening. About A$I billion 
(US$702 million). in federal 
spending cuts had. been iden- 


fiscal year (starting 1 July), and 
tough 
placed on state spending and 
borrowing. The. government 
would try to provide communi- 
ty-work for unemployment- 
benefit recipients, a step 
strongly resisted. by trade 
unions so far, and rationalise 
thecivilservice.. io. 

— Hamish McDonald 


US, Nepal sign 
garment trade pact 


Nepal and the US have signed 
an agreement controlling the 
annual export. of Nepalese 
ready-made garments to the 
US. Under it, Nepal’s exports 
are limited to 93, 750 dozen cot- 
ton playsuits, 180, 000 dozen 
shirts, 600,000 dozen blouses 
and 100, 000 dozen skirts until 
December 1986. The agree- 
ment allows for an annual in- 
crease of 6% in these quotas. 
The total value of other gar- 
ment. exports to the US is 
limited to US$38 million, the 
same asin 1985.  . 

— Kedar Man Singh 


Burma to invest to 
boost rice exports 
The Burmese Government has 
launched a nine-year project 
costing US$79.9 million, de- 
signed to improve the quality 


: | b , 
US$60 million amus. The 
project provides for the con- 
struction of six- electrically 
powered rice mills, aa witha 
)ton- 


will seek to defer until next 


milling capacity of 33. 000 
year a six-monthly general. D 


October this year, and have the | 


poche nnd ixing rice and i 


In a nationwide TV address 


tified “so far" for the 1986-87. 


restraints’. would be 
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aor a ‘plant | 


provements to 12 private rice 
mills. The. project is being 
supported by a US$30 million 
loan over.50 years, provided 


by the International Deve- 
lopment Association. 
| — M. C. Tun 


Simex favours stock 


index futures trading 

The board of the Singapore In- 
ternational Monetary .Ex- 
change (Simex) is in favour of 
establishing a stock-index fu- 
tures contract for equities 





quoted in Singapore. Simex- 
chairman, Ng Kok Son 

that such a ntract will Lo er 
internation 






ing in the i Lig a 
laysian economies. It 
planning a eting 


and currency | options in the | 
first quarter of nex | 
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The į} plant is funded by por- 
tions of a US$53.5 million 
package from the International 
Finance Corp. (IFC, the World 
Bank’s investment arm) under 
a co-financing scheme which 
involves 11 foreign banks. The 
IFC also has a 12.5% equity 
stake in the plant. 

— "Pese iiti dn 
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“SERVICE 800 - 


^... I've changed the fuse 
and its working again" 





e High-technology service companies fix @ SERVICE 800 makes toll-free dialling avail 


most customer problems over the phone. able to your customers wherever they are. 
That is why they offer toll-free dialling for @ And it saves you sending a field service 
atter-sales services. engineer to fix a fuse. 
®) 
SERVICE 800 


The first and only, world-wide, toll-free, telephone service. 
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For information dial the nearest number listed in. this advertisement. Your call will be transferred free of charge to our 
Worldwide Headquarters in Nyon or send your business card to: 


SERVICE 800 SA, Rue de la Moráche 14, 1260 NYON (Switzerland), Tel.: + 4122/6312 35, Telex: 419906: grp ch 
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AFGHANISTAN . 

. Up to 500 Muslim guerillas and civilians 
were killed and hundreds more injured in. 
two weeks of fierce fighting in northern 
Aghanistan near the Soviet border, guerilla 
officials said (5 June). 


. Eight hospitals reopened as young doc- 
tors ended the country’s longest strike, 
which began on 12 April (5J 39s 


F 


CHINA 

About 200 foreign students, most of them 
African, demonstrated in Peking against al- 
leged racial discrimination by Chinese (6 
June). : 


INDIA a 

Sikh militants gathered at the Golden 
Temple for a “martyrs day" to honour Sikh 
separatists who were killed when the army 
stormed the temple two years ago. Police re- 
entered the Golden. Temple after sword- 
wielding militants killed a member of a spe- 
cial security force guarding the shrine (4 
June), Police posted armed pickets inside the 
temple as 5,000 Sikh militants marched 
across Punjab to their holiest shrine vowing 









— j| UNFAIR TRADE 
= | Japan's Fair Trade Commission 
| (FTC) has learned that several 
~~ members of a number of Japanese 
. | importing associations have been 
^] using their associations’ advance 
-information of import schedules to 


| CRITICAL TALKS 

| UN-sponsored indirect talks 

< between Kabul and Islamabad on 

| Afghanistan will be at the make-or- 


an 


they reconvene in mid-July. Pakistan 
. insists on the withdrawal lasting no 





rectify the yet unresolved problems in 
the finance-company sector. AGC 
recently took over First Siam Corp., 
which was part of the trouble-plagued 
PSA group (REVIEW, 29 May). In 
exchange, the central bank bent the 
law to allow AGC 80% shareholding, 
against the legally permitted 25%, 
and also permitted the establishment 
of two branch offices. 


ear up home production of 

mpetitive products. Timber and 
chemical-products' associations are 
v under FTC investigation. 








break point on the key issue of the 
withdrawal of Soviet troops when 


longer than three months, while 








to liberate it from security forces (5 June). 
Suspected Sikh. separatists gunned down 
nine people in Punjab on the last day of an 
observance declared by militants to mark the 
second anniversary of the army's siege of the 
Golden Temple. (7 June). Thousands of 
crack paramilitary troops poured into Pun- 
jab to raid the hideouts of Sikh extremists (8 
June). 


PAKISTAN 

Rasul Banksh Palejo, one of Pakistan's 
longest-serving political prisoners, has been 
freed, his leftist Awami Tehrik party said (8 
June). 


PHILIPPINES 

According to its official organ, the Com- 
munist Party of the Philippines acknowledged 
for the first time that its boycott of the Feb- 
ruary elections was a “major blunder,” it was 
reported (6 June). z 


SOUTH KOREA 
The main opposition party, the New 
Korea Democratic Party, ended a two- 
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| take over the US Embassy. Three stud 
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further to discuss unless there is 












Thai Foreign Ministry deputy 
spokesman Prachya Devi Tavedikul 
has been appointe 

of the pro-; nt English 
language daily, the Bangkok Post, 
effective from 1 July. The 
newspaper's publist 






ed associate editor 
nent English- 













blisher Ian Fawcett- 
said Prachya Devi would be among 

candidates considered for the ds 
editorship if rrent editor, Theh 
Chongkha tires when his. ~ 
current contr pires. E 


















The first visit by an Indian naval — — 
vessel to the US will occur in late June 
when the frigate Godavari drops 
anchor in the port of Alexandria nea 
Washington DC. The frigate will also 
visit a US naval base in Norfolk and 
participate in an international | 
pageant celebrating the 
recommissioning of the Statue of 
Liberty in New York harbour on 4 
July. Defence analysts consider the 
visit to be in return for those made by 
US naval vessels to Indian ports. | 
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constitutional reform (5 June). Nine students 
were arrested in Seoul when they tried to 


charged with leading an unauthorised a 
government demonstration were found 
nocent by the Suwon district court (9 June 
Olympic officials from North and South 
Korea began the third meeting in Lausa 
on the venues for events in the 1988 Olymp 
Games (1/0 June). 


SRI LANKA | 
Tamil separatists attacked an army ca 
in the north but were driven off (4 June). 


TAIWAN 

Taiwan was officially banned from Inte 
pol because it refused to use the nam 
"Taiwan, China,” China News Service s 
(7 June). Hundreds of police surrounded 
office of the Taipei city council as dem 
strators protested against jail sentences im 
posed on three dissident — Taiwanes 
magazine editors (9 June). 
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The government announces ceasefire talks with the communists 


1 Aquino's tricky gamble 


" By James Clad in Manila 


fter months of informal contact with 

Marxist rebels, President Corazon 

Aquino's loosely strung government 

has come close to fulfilling her most am- 

bitious campaign promise: ceasefire 

talks with the Communist Party of the 

Philippines (CPP) and the first open 

negotiations with this disciplined adver- 

— — | sary in 17 years. However, the process 

faces major hurdles from elements in 

> the government and the party which are 
opposed to national reconciliation. 

Signalling a breakthrough in the on- 
again, off-again “talks about talks” with 
the communists, presidential executive 
secretary Joker Arroyo confirmed on 6 
June Aquino's approval of a shortlist of 
up to five “high calibre civilians" to face 
a CPP panel. He said Aquino's nominees 
do not come from the. military, the 
clergy or from the group of human- 
rights lawyers now working for the re- 
gime (and to which Arroyo also belongs). 
E! The omissions are significant. Main- 
ly Roman Catholic Church-based ad- 
visers close to Aquino have handled the 
early, exploratory contacts with the CPP 
and the president has placed much trust 
in some Jesuit confidants. More telling- 
ly, the absence of the Armed Forces of 
the Philippines (AFP) from the govern- 
ment side says much about the military's 
ambivalence towards the whole exercise 
— and even more about distrust of AFP 
intentions elsewhere in the regime. 

The numbers and identity of the CPP 
delegation also remained undecided as 
of 10 June. Three days before Arroyo's 
announcement Aquino said former jour- 
nalist Satur Ocampo (who was one of 
Arroyo’s clients during the martial-law 
period) will be representing the party. 

Aquino's need for the talks needs no 
elaboration. Less obvious are reasons 
why the CPP should elect to participate. 
After all, domestic and foreign obser- 
vers concur that the party's armed wing, 
the New People's Army (NPA), has 
made notable progress during recent 
years as economic decline has acceler- 
ated into widespread impoverishment. 
Key CPP veterans, including chairman 
Rodolfo Salas and secretary-general 
Rafael Baylosis, do not disguise their 
distrust of the “true nature" of the 
Aquino government — which, albeit 
popular, is often badly split and owes 
more than it cares to admit to the Feb- 
ruary AFP revolt. So why the receptive- 
ness to talks? 2 

The answer lies in what party ideolo- 
gues call the present "correlation of 
forces" — plus some effective public 


16 











relations by the Aquino government. 
Often accused of hamfisted publicity, 
the government has in fact used periodic 
public disclosure rather artfully not only 
to maintain a sense of progress towards 
the goal of formal talks but also to keep 
its adversary on the defensive. 

This has happened precisely at a 
moment when the CPP has growing 
doubts about the best way forward for 
the revolution. *They [the CPP] are 
feeling both vulnerable and foolish," an 
Aquino adviser told the REVIEW: “Vul- 
nerable because, though disciplined, 
the party must explain convincingly to 





the lower ranks why they need to con- 
tinue attacking a government headed by 
a universally popular figure. Foolish be- 
cause of its boycott of [former president 
Ferdinand Marcos'] February snap elec- 
tion and because of its inaction in Man- 
ila during late February when it allowed 
other forces to commandeer the popu- 
lar revolt against Marcos." 


t is confidently assumed by some among 

the Left that Aquino simply cannot 
deliver the AFP's assent to any far- 
reaching accord with the CPP — which 
would necessarily include amnesty 
provisions plus a package of reforms 
and quite fundamental shifts in policy 
such as committing the government 
to evict the US military bases eventual- 
ly from the Philippines. If the party can 
point to the AFP as the rouge element, 
the rationale: for continued struggle 
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against “fascism” becomes apparen 
This is not very heartening. An a 
sumption that the talks can — indec 
must — fail remains implicit in the con 
munists' willingness to talk. They e 
pect to turn to their advantage an “i 
evitable" scuttling by the military of at 
agreement from the talks, just as the 
now see the president's assurances of 
"defensive stance" by the governme 
in the lead-up to the talks given the | 
by AFP forays into NPA areas. * 
Most analysts accept that the AFP, n 
the communists, probably holds the ma 
erick card during the forthcoming talk 





me 


For the truth is that only two (Aquin: 
key advisers and the CPP) of the thr 
major players have been active in t 
*talks about talks" and only two sec 
ready, each for diverse purposes, 

make the running towards setting 

agenda to solve the 17-year-old struggl 

Even minimal success of the talks ¢ 
pends utterly on the willingness of t 
politicised and deeply suspicious th: 
group, the AFP, to accept córicessic 
distasteful to the men who ‘have tak 
the brunt of the NPA’s guerilla strates 
Defence Minister Juan Ponce Enrile I 
already largely dismissed the chance 
successful talks. 

The communists admit that the po 
February phase of their struggle has ¢ 
tered a period in which territory is cc 
tested in highly selective fashion. F 
example, much fighting has Occlirred 
areas such as the Cagayan valley, ad 
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cent to Enrile's political stronghol 
north-central Luzon. 

The military is now more politicised, 
and more beholden to Enrile and to 
chief of staff Gen. Fidel Ramos for its 
gloss of prestige after the February re- 
volt. It is now kept busy resisting the in- 
surgency and coping with an increased 
tempo of de-stabilising demonstrations 
by Marcos loyalists in Manila — such as 
the 8 June action where approximately 
15,000 demonstrators were dispersed by 
baton charges and tear gas. 

Besides the 8 June violence, other 
loyalist street fighting occurred on 1 May 
near Rizal Park and on 1 June when 
Marcos supporters marching to Manila 
from northern Luzon started scuffles in 
Quezon City in the northern part of 
metropolitan Manila. Serious fears exist 
that loyalists may attempt to disrupt 
Philippine Independence Day celebra- 
tions on 12 June. Aquino hopes the day 
will heighten nationalist solidarity, but a 
planned parade and other ceremonies 

rovide plenty of opportunities for 
oyalist disruption. 


A oun the chances of winning a 
genuine consensus from all three 
major groups seem slight, most players 
in the Philippine power equation, with 
the significant exception of some in the 
Defence Ministry, have reached a junc- 
ture where they see risks of not holding 
talks to resolve the revolt outweighing 
the dangers of doing so. 

The delicate gamble by Aquino to 
coax her stubborn, disciplined but 
momentarily divided communist foes 
back to the nation's frayed embrace 
thus enjoys widespread support. It will 
dominate politics in the coming months 
and will both influence, and be influ- 
enced by, parallel political develop- 
ments — such as the fashioning of a new 
constitution and early jockeying on the 
US presence here. 

Given all this push and pull, the gov- 
ernment not surprisingly keeps the 
proposed agenda under wraps, But it 
will start at basics — the logistics and 
terms of getting the NPA's “Red Fight- 
ers" out of the hills — and go on to the 
core of the new administration's poli- 
tics, including development investment, 
foreign economic control, land redis- 
tribution and labour rights. 

Although many signs point to fail- 
ure, some chance exists that the new 
government's policies might undercut 
the insurgency. While still in their in- 
fancy, Aquino's programmes — includ- 
ing agricultural credit schemes, rural 
public works schemes, ending of com- 
modity marketing monopolies or in- 
tended re-distribution of idle lands — 
may result in alleviation, however mar- 
ginal, of rural destitution. Only a few 
workable plans are needed to dent the 
Marxist assertion that government 
policies hurt more than help, impover- 
ish rather than enrich. The gamble of 
talks plus policies might just work. D 
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A ‘misunderstanding’ 


The Gerakan party returns to the National Front fold 


By Suhaini Aznam in Kuala Lumpur 


T he National Front's supreme council 
met to discuss growing rumblings of 
a pull-out from Malaysia's ruling coali- 
tion of the multi-racial but predomin- 
antly Chinese Gerakan party, and in 
true Malaysian style the threatened 
crisis was hastily papered over. Prime 
Minister Datuk Seri Mahathir 
Mohamad blamed the whole episode on 
a “misunderstanding,” and harmony 
was publicly restored among the com- 
ponent parties. 

The Gerakan began airing its griev- 
ances several weeks ago, with com- 
plaints ranging from allegedly being 
treated as a junior instead of an 
equal partner within the coalition to 





Mahathir: crisis papered over. 


shrinking seat allocations during elec- 
tions. 

At a meeting of Gerakan delegates 
from the Federal Territory, which takes 
in Kuala Lumpur, and Selangor and 
Negri Sembilan states on 1 June, party 
members who spoke up for quitting the 
front outnumbered those who urged 
moderation. Gerakan president Datuk 
Lim Keng Yaik, in acknowledgment 
of the majority sentiment, suggested 


as a last resort: “If we are still given 


a short deal, we must take care of our- 
selves." 
Earlier, Mahathir had reportedly 


said, in an offhand reply to a member of 


his United Malays National Organisa- 
tion (Umno), the dominant party in the 
front, that the *Gerakan could leave" if 


it so chose. 


The Gerakan, founded in 1968 as an 
opposition party when the Alliance 


ruled the country, joined the Alliance's 
offspring, the National Front, at its in- 
ception in 1974. In the intervening 
years, the party carved out a stronghold 
in northern Penang, survived its share 
of internal strife, attracted a number of 
educated professionals to its leader- 
ship and, until Datuk Joseph Pairin 
Kitingan was elected chief minister in 
Sabah last year, boasted the only non- 
Malay state government leader in a 
country where politics is dominated by 
Malays. 

Throughout the ruckus, Lim main- 
tained that seat allocations were not 
the major issue in the dispute with 
the front, though observers said the 
problem was perhaps the best manifes- 
tation of the front's attitude towards the 
Gerakan. 

The party had watched its Penang 
presence dwindle from 16 seats, of a 
24-seat total in 1969, to eight out of 27 in 
1982 — despite its good performance in 
each election during the intervening 
period. In the 1982 general election, it 
won all of the eight seats allocated to it 
in Penang. 

This time, the Gerakan wants to con- 
test 16 seats in Penang, including four 
new seats under a recent constituency- 
redelineation exercise, and two that 
the Malaysian Chinese Association 
(MCA), the front's major Chinese com- 
ponent, lost in 1982. But the seat-alloca- 
tion issue alone could be settled in 
"closed negotiations" within the coali- 
tion, a highly placed Gerakan insider 
said. Public statements on the issue, 
generated by the Gerakan, were seen 
merely as an attempt to pre-empt the 
National Front's railroading through 
allocations before the general elec- 


tion — expected within a year — às — 


it had done in 1982, without leaving 
the Gerakan time to offer counter 
proposals. 

The Gerakan’s real disaffection, 
however, stemmed from a deeper issue. 
In forming the front, each party was to 
have been ah equal partner, explained a 
Gerakan source. But there are those 
with *an Alliance mentality," he added, 


who insist that the original three front — 
parties — Umno, the MCA and the - 


| 
i 


Malaysian Indian Congress — have 
their voices heard while everyone else 
in the coalition act as second-class 


partners. 


Perhaps underscoring these senti- 
ments, the Gerakan’s coalition partners 
were loathe to take the party’s threat to 
quit the front seriously, seeing it as a 


gimmick to get more seat allocations. In — 


the event, the Gerakan lost credibility 
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In a solution to the seat-allocation 
problem offered by the Gerakan, the 
party requested that it be allowed to 
contest under its own banner instead of 
that of the front, while making it clear 
that it had no plans to field candidates 
against those of other coalition parties 
— except those of the MCA. 

Often vying for Chinese votes, the 
Gerakan and the MCA are natural com- 
petitors. For example, a major recent 
issue of concern to the country's 

|. Chinese community is the status of ver- 
nacular schools under the Education 





| : | Act of 1961. A clause in the act empow- 


ers the education minister to use his dis- 

cretion in converting these to national 

schools — where the medium of instruc- 

tion is Bahasa Malaysia, not Chinese 

— in line with Malaysia’s policy to- 

wards total adoption of the national lan- 
guage. | 

The phased conversion of vernacular 

.| schools is a sore point among Chinese 

.| educationalists and parents, who feel 


a they have the right to educate their 


| children in their mother tongue. Gera- 

| kan has strong links with Chinese edu- 
cation groups, but it is the MCA that, of 
late, has been taking credit for pushing 

= amendments to the Education Act that 
would ease Chinese concern on the 
issue. 


Mo concern for the Gerakan is 
T that Penang state Chief Minister 
.| Lim Chong Eu, a Gerakan member, has 
said he will resign soon, and the party is 
. worried that Umno, with 10 seats in 
Penang, will want to replace him with an 
| Umno chief minister. Umno agitations 
| to that effect justify Gerakan anxieties. 
. Hemmed in by its larger partners, the 

Gerakan is wary of letting down its 


— guard. 
sl Gerakan, once described by an 
$1 





| Umno insider as a viable, potential al- 
| ternative to the MCA as the major 
| . Chinese voice in the front, has probably 
| lost whatever edge it may have had with 
.| regard to the MCA as a result of its 
| weak threat to quit the front, an ob- 


4 
1, 


server argued. 


d 
Gerakan leaders, a party leader said, 


| were aware the party might end up in a 
if position of even greater disadvantage 
| than before if it broke ranks. But Gera- 
| Gerakan leaders can survive if they 
| compromise on this,” a party insider 


kan felt it had no choice. “None of the 
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| said before the meeting, referring to the- 


| seat-allocation issue. “This is the 
| leadership's nightmare. We are in no 
| position to control our members." 

_ Thus, Gerakan's last-minute climb- 
down on its withdrawal threat came as a 
| surprise, and party leaders went into a 
.| huddle after the front's supreme council 
.| meeting. With Gerakan's annual con- 
| vention due on 14 June, these leaders 
| may well have found themselves in a 
| precarious position. 
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Congress dissidents raise their heads again 


By Salamat Ali in New Delhi 


T ageres with a rash of troubles rang- 
ing from rising communal tensions 
to linguistic issues, Prime Minister 
Rajiv Gandhi is currently faced. with 
persistent dissent within his ruling Con- 
gress party. The dissidents plan to hold 
a convention of their own in the near fu- 
ture, which could at most create yet 
another minor political party. How- 
ever, most observers agree that the re- 
bels cannot threaten the stability of the 
Gandhi government. 

In recent months, Kamalapati 
Tripathi, the ageing working president 
of the ruling party has emerged as the 
chief articulator of dissent. But through 
a judicious mix of conciliation and 


strong-arm tactics, Gandhi has man- 


aged to distance Tripathi from other dis- 
sidents who are now banking on support 
from disgruntled state-level leaders and 
some Congress MPs. They hope that 
their ranks will be swelled by others who 
have so far done no more than merely 
grumble about the lack of opportunity 
for self-advancement under Gandhi. 
Some analysts argue that the Con- 
gress has ceased to be a meaningful poli- 
tical force and most of the party leaders 
are now dependent on  Gandhi's 
charisma for their political survival. 
Nominated to their present positions by 


Gandhi himself, these leaders need him 


far more than he needs them. 

But many Congress veterans dispute 
this view, pointing out that however 
emasculated it may be, the Congress 
still remains one of the vital bonds hold- 
ing the Indian national polity together. 
In his letter of 22 April, which has be- 
come a bible for the dissidents, Tripathi 
had warned the prime minister: if the 
Congress is finished, the great ideals of 
democracy, socialism, secularism and 
non-alignment cannot survive; the 
country will disintegrate. 

Styling themselves as the loyalists of 
the prime minister's late mother and 
predecessor, Indira Gandhi, the dissi- 
dents have charged that her son is inde- 
cisive and inaccessible. They argue that 
Gandhi's lack of experience is so monu- 
mental that his decisive moments are 
reached only under advice from the 
small coterie of less thàn half a dozen 
advisers. They assert that while Mrs 
Gandhi used to meet several hundred 
people every day, the present prime 
minister is inaccessible even to his 
ministers, who have to wait for days to 
see him. UE | 

‘Moving with swift decisiveness to 
pre-empt an incipient party revolt in 
April, Gandhi expelled former finance 
minister Pranab’ Mukherjee and sus- 
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Gandhi: facing dissent. ‘ 


pended three other ministers. Tripathi, 
who was heading the group of potential 
rebels, had escaped punishment and 
fired off his 22 Aprilletter but refused to 
disclose its contents. It was, however, 
released to the press by the dissidents, 
and reads like an indictment of Gan- 
dhi's leadership of both the party and 
the government. Tripathi has not dis- 
owned the letter but declared that a 
copy had somehow been stolen and “the 
thief" had given it to the press. 
Accusing Gandhi of ad-hocism. in 
selecting party office bearers, making 
frequent changes in the party and the 
government and appointing and remov- 
ing as many as nine general secretaries 
of the party between November 1984 
and January 1986, Tripathi's letter 
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charges the prime minister with deliber- 
ately injecting uncertainty. It asserts 
that there has been rapid disintegration 
of the party at all levels due to inept 
handling by | Gandhi and the 
"sychophants" who were either unin- 
volved or *had deserted your mother 
like rats leaving a sinking ship" when 
she was in trouble. 

Tripathi further argued that without 
seeking the advice of experienced Con- 
gress leaders, Gandhi made the wrong 
choice of candidates for state elections 
since last year. Hence the party that 
won 80% of the seats for the national 
parliament at the end of 1984, found in 
March 1985 that it had narrowly averted 
defeat in Maharashtra and Rajasthan 
State elections. The Congress was 
routed in Sikkim, Andhra Pradesh, 
Karnataka, Punjab and Assam where it 
could get only 20% of the seats... 

But what would have stung Gandhi 
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had conceded two dangerous prece- 
dents: first, there could be adult citizens 
in the state without a right to vote. 
Secondly, the constitutional right of 
Indian citizens to live wherever they 
liked in their own country could be 
forefeited. 

Finally, the letter demanded that 
Gandhi inquire into bogus new mem- 
bership of the party and the source of 
funds financing the spurious member- 
ship drive. Last year Gandhi ordered 
the restructuring of the party right from 
the grassroots level, a decision which 
called for the proper enrolment of mem- 
bers and elections for party posts which 
had not been held for more than 15 
years. E 2 
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was intended to be an in-house criticism 
to seek clarifications. In the event, the 
working committee passed.a resolution 
rebutting every point made in Tripathi's 
letter and all the members including 
Tripathi signed the resolution. 

The Congress is not worried over any 
prospect of the dissidents collecting 
ode support in the parliament to un- 
seat the government. Under an anti-de- 


- fection law, members of legislatures can 
_ switch party loyalties only at the pain of 
‘Josing their seats unless at least one-- 


third of the total strength of a legislative 


„party revolts jointly, and then it 1s rec- 
-ognised as a genuine split in the parent 
party. The party's only worry is that 


the dissidents may muster enough 
strength in some of the Congress- 
ruled states making it impossible for 


Tripathi alleged that “under a grand | Gandhi-appointed chief ministers to 


design to capture the Congress through 
shám elections," people around the 
prime minister had inflated member- 
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ship lists by enrolling even known work- 
ers of other political parties and paying 
their admission fees. He also ques- 


tioned the need for Gandhi to continue | 
| facing an uphill task in keeping the Con- 


changing party office bearers, if elec- 
tions were anticipated in the near fu- 
ture. | 


Whe letter once. published created a 
dilemma for the prime minister. He 
could neither ignore it nor take strong 
action which could solidify dissident 
ranks. Speaking obviously for Gandhi, 
T. Anjiah, one of the eight general sec- 
retaries of the Congress, told reporters 
that Tripathi would have to disown the 
dissidents publicly or else face discipli- 
nary action. Tripathi declined either to 
withdraw his letter or apologise but 
later backed off under pressure at the 
meeting of the Congress working com- 
mittee — the top policymaking body of 
the party — held on 2 June. 





function. 
For instance, 49 Congress legislators 
in Bihar state have jointly demanded 
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the replacement of their chief minister, 
selected by Gandhi a few months ago. 
Haryana Chief Minister Bansi Lal, ap- 
pointed by Gandhi on 4 June, will be 


gress flock together under pressure that 


will be generated on the transfer of | 


Chandigarh to Punjab without what 
Haryana considers adequate compensa- 
tion for the loss of the capital it has been 
sharing with Punjab so far. 

Any split in the Congress, however 
minor, thus raises the spectre of further 
electoral losses. After losing steadily 
over the past years, the Congress has 
now become essentially a party of the 


Hindi heartland comprising the states of 


Uttar Pradesh, Bihar, Madhya Pradesh, 
Rajasthan, Haryana, Himachal 


Pradesh, and marginally the states of 


Orissa, Gujarat and Maharashtra. Any 
losses in the Hindi heartland can make 
the overall decline irreversible. 


said to have explained that his letter was. 
not meant for public consumption and 


. The two Koreas makea- 


in the 1988 Seoul Olympics during 
meeting in Lausanne, they may h: 
lost their last chance, according to Inter 
" national Olympic Committee preside 


first session on 10 June he repo 


sides has been the North's insistence 








new effort to agree 








By Paul Ensor in Seoul 
Ef the two Koreas are unable to reach a 
formula on sharing some of the eve 










































































Juan Antonio Samaranch. After t 


| | enough." E 
lier, in a TV interview, he floated th 
idea of turning some events over to th 
North, subject to a number of cond 
tions including Pyongyang's agreemen 
to. allow a free flow of spectators a 
journalists to the events. —  — 
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Samaranch's intervention is aimed 
removing any threat of a Soviet-blo 
boycott of the games. Standing in th 


way of an agreement between the t 


“some progress but not 


being named as co-host, countered 
the South's position that in accordanc 
with the Olympic Charter, the Game 
must be held in the city (Seoul) on 
nally designated. In fact, this condit 
has often been broken. The “I 
Angeles" games were spread ovel 
wide. area of southern California, à 
yachting events are often held in a di 
ferent venue from the rest of the gamı 
Samaranch's comments imply th 
possibility of turning a blind eye to. 
wording of the charter, and the North 
dropping of the word “co-hosting” 
favour of offering to "distribute th 
games" during the first day of th 
Lausanne talks appeared to be a sign i 
a change from its earlier position. — 
Samaranch said that the three-and- 
half hours of talks on 10 June — two: 
sions with the North, one with the South 
and one joint. meeting —- represen 
some improvement on the previous tv 
meetings between the two under IO 
auspices in which no progress ' 
made. Samaranch's earlier stateme 
implied that the IOC was planning 
present the (wo sides with a pack 
from which they could work out furt 
details, involving the complete transf 
of some events to the North. E 
The South Koreans, with the specti 
of a boycott hanging over them, we 
encouraged by the large turnout 
Eastern-bloc countries to the 5th ai 
meeting of the Association of Nati 
Olympic Committees which was held: 
Seoul in late April. All major East 
bloc countries sent delegations, inclu 
ing a high level group from the Sovi 
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Black students in Peking: rallying point for complaints. 





Blacks and red faces 


Allegations of racism embarrass the Chinese authorities 


By Margaret Scott in Peking 


Fm acism in China has suddenly be- 
come a public issue. In a bow to the 
discomforting international interest in 
the melee at Tianjin University 
and accusations of racism it has 
sparked, Chinese authorities have fi- 
nally given details of what happened on 
25 May and their response to the 
charges of African university students. 

For the Chinese, the furore over race 
relations on campuses is embarrassing. 
Accustomed to the role of advocate and 
standard-bearer of developing nations, 
China is being accused of hypocrisy by 
the very students brought here as a sym- 
bol of China’s solidarity and support for 
Black Africa. On 7 June, the day after 
200 African students marched 10 km 
through the streets of Peking to the 
State Commission of Education, offi- 
cials held a briefing attended by foreign 
and local journalists. This was the first 
time Chinese authorities addressed 
the Tianjin affair and the lingering ten- 
sions, after two weeks of dismissing it as 
an isolated incident which was over. 

At the briefing, Yu Fuzhen, deputy 
director of the foreign affairs depart- 
ment of the education commission, re- 
peated the Chinese view that Tianjin 
was an isolated case, sparked off by a 
dispute over loud music. He said it was 
not fuelled by racial prejudice or an ex- 
treme example of racial tension be- 
tween African and Chinese students. 

Yu said there had been violations of 
the law — implying there would be ar- 
rests following an investigation — dur- 
ing the five-hour-long skirmish that 
erupted close to midnight at the site of a 
dance celebration for African Libera- 
tion Day. 


20 


Until 5 a.m. the next morning, when 
Chinese police escorted 18 students 
from about a dozen mostly African 
countries as well as a foreign journalist 
off the campus, bottles and stones were 
exchanged between a group of 300-500 
Chinese students gathered outside and 
the foreign students inside the dining 
hall. Yu said two Chinese students were 
seriously injured and three African stu- 
dents received slight wounds. 

Over the past two weeks, African 
students have claimed that Chinese au- 
thorities did nothing to stop the violence 
and unfairly detained the foreign stu- 
dents. Yu denied there had been an un- 
reasonable delay, saying university of- 
ficials believed they could handle the 
outburst and so waited for several hours 
before calling in the public security de- 
partment, which is now investigating 
the incident. Further, he said, the 
foreign students were placed in a hotel 
for their own protection, a necessity 
prolonged by a march by 500 Chinese 
students on 28 May demanding that the 
foreign students be punished. 


Y: said African embassies contacted 
by Chinese officials agreed the inci- 
dents would not endanger relations be- 
tween China and their countries. He 
confirmed various other incidents — 
such as the double suicide of an African 
student and a Chinese woman who were 
prohibited from marrying and the 
notification on 27 May that a student 
from Cameroon accused of assault 
would be expelled — but denied the al- 
legations of pervasive racial prejudice 
against African students. 

Tensions, though, remain. Some 
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1,600 of the 3,500 foreign university stu. 
dents in the country are from Africar 
countries, and universities have become 
the central stage for relations betweer 
Chinese and Blacks, a relationship stu 
dents say is laced with resentment anc 
animosity. Most African students are 
supported by the Chinese Government 
receiving Rmb 180 (US$56) a month a: 
a living allowance, much higher than the 
average Rmb 23 given to Chinese stu: 
dents. African students live with othe) 
foreign students, separated from the 
Chinese and in better conditions. Bott 
Chinese and African students say these 
disparities have caused resentment. 

African students, though, say there 
is a deeper, harsher racial antagonism 
directed at them. Many African stu 
dents, almost entirely male, say the 
issue of African students having re 
lationships with Chinese women is par 
ticularly explosive. They have taken the 
Tianjin incident as a rallying point fo: 
their complaints. 

Despite the Foreign Ministry’s state- 
ment on 28 May that the Tianjin affaii 
was over, it has continued. In part be 
cause the account of a foreign news 
agency correspondent who witnessec 
the violence alerted the rest of the 
foreign press corps, and also becaus¢ 
Chinese authorities detained the 18 Af 
rican and Asian Tianjin students in < 
hotel for five days, the Tianjin inciden 
grew rather than dwindled in impor 
tance. The detained students demandec 
they be taken to Peking. After a tussk 
with officials over their demand t« 
leave, and an attempt by some of then 
to walk to Peking — one group did ac 
tually walk about 18 of the 100-mile dis 
tance — the students were brought t« 
Peking on 31 May. 

In the capital, Black students as 
sociated through the African Student: 
Union planned the 6 June demonstra 
tion in which 200 students marched t« 
the education commission with banner: 
and demands to see Vice-Premier L 
Peng to discuss the maltreatment of Af 
ricans on campuses and obtain a writter 
guarantee of their safety. | 

^We came here to talk about racism 
discrimination and segregation," sai 
Abalo Nunyakpe of Togo, a medica 
student in Peking. “What happened a 
Tianjin is not isolated. All over Chin: 
African students are discriminate 
against. The Chinese do not consider u 
human,” he said, standing with a grouy 
of sometimes chanting, sometime 
shouting students gathered on the com 
mission's steps. 

One student, holding a banner witl 
the message that in 1971 African 
helped China get into the United Na 
tions, said China was lying in claiming t: 
be a friend of Black Africa: “The' 
brought us here and they treat us lik: 
black devils," he said as student 
negotiated with several commission of 
ficials over their demand to see the vice 
premier. [ 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4], rue du Rhône - 1211 Geneva 3 - Switzerland 























Around the world Rapier stands guard against whatever 
tomorrow may bring. 

A pioneering air defence system, Rapier was the first of its 
kind in the field to protect against high speed low level air attack. 
Since then it has been continuously developed for 
erations day or night and today 13 countries depend on Rapier, 
Yfident of its proven combat success. | 





ieris just one of the guided weapons systems which, 
itk raft, civil aircraft and military aircraft, form 

eof aerospace productsintheworld.  ć . 

at we have the skills and experience to meet the 
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Moving 1n the Same Direction 


Lucky-Goldstar is a U$10-billion 
group of 23 Korean companies 
wotking in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


OU & LUCKY-GOLI 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like ATST, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 
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in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 


LUCKY-GOLDSTAR 


Chemistry O Lucky, Ltd.JLucky Advanced Materials 
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Business fields of Lucky-Goldstar companies: 


Electronics, Electrics& Communications |.) Goldstar Co., 
Ltd. Goldstar CableQ Goldstar Telecommunication 
[JGoldstar Electric Goldstar Instrument & Electric 
[JGoldstar Precision OShinyeong Electric O Goldstar 
Semiconductor O Goldstar-Alps. Electronics C Goldstar- 
Honeywell Energy and Resources | | Honam Oil Refinery 
C Korea Mining & Smelting Construction and Engineering 
Lucky Development) Lucky Engineering Financial 
Services OLucky Securities ]Pan Korea Insurance 
(}Goldstar Investment & Finance O Pusan Investment & 
Finance Trade and Distribution O Lucky-Goldstar Interna- 
tional (J Hee Sung Public Service | | The Yonam Foundation 
[]The Yonam Educational Institute Sports O Lucky- 
Goldstar Sports 
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More than a holiday, it’s a celebration of life. 


If you love things Italian wait until you've tasted Michelangelo’s ‘David’ in Florence; sit where 
them in Italy. There's so much more to love Roman Emperors sat in ancient Rome; point you in 
and life. The fashion, the food, the wines, the music, the direction of the most elegant boutiques. We'll also 
the scenery, the architecture, the works of art .... give you more direct flights to Rome and help you 
it's more than a holiday, it's a celebration of plan the best money-saving ‘Intermezzo Italia’ tours. 
life itself. But don’t just come to Italy. Come to In 1986, come to Italy with Alitalia 
Alitalia’s Italy. We can show you Romeo and Juliet’s and celebrate life Italian style. For information, 
balcony in Verona; let you sigh on the see your travel agent or Alitalia for our free 
Bridge of Sighs in Venice; gaze in awe at ‘Intermezzo Italia’ brochure. 


Alitalia 








Bhutto; Imam; Junejo: beholden to Zia. 


PAKISTAN 


The speaker is silenced 


Ultimate power still lies in Zia's hands 


By Rodney Tasker in Islamabad 


he Pakistani Government's ham- 

fisted ousting of national assembly 
speaker Fakhar Imam has raised serious 
doubts about its claims of moving the 
country towards democracy. It has also 
further polarised political forces rang- 
ing between President Zia-ul Haq, 
backed by the military and an em- 
bryonic ruling party, and a resurgent 
opposition Pakistan People's Party 
(PPP), led by Benazir Bhutto. 

The main loser in the speaker affair 
appears to be Prime Minister Moham- 
mad Khan Junejo who, despite some at- 
tempts during his 16 months in power to 
exert a degree of independence, now 
appears weaker than ever, and behold- 
en to strongman Zia. Ironically, the 
man who stands to gain most political 
ground is Imam himself, who has a 
chance to build on his martyr image to 
become an opposition political leader in 
his own right. 

On a broader level, the episode has 
confirmed most political analysts’ view 
that ultimate power in Pakistan still 
rests with Zia, despite his publicly 
stated desire to transfer power to the 
civilians by first calling partyless elec- 
tions for a national assembly in Feb- 
ruary 1985 followed by a lifting of mar- 
tial law last December. In an interview 
with the REVIEW, Zia admitted that it 
was an “unstable democratic regime at 
the moment.” 

Some observers felt it inevitable that 
the delicate moves towards a semblance 
of democracy in a country which has 
known more or less continuous au- 
thoritarian rule since independence in 
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1947 would be put to the test before 
long. The return of Bhutto, daughter of 
executed former prime minister Zul- 
fikar Ali Bhutto, from two years’ volun- 
tary exile on 10 April, followed by a 
presidential ordinance one month later 
to save Junejo from possibly losing his 
assembly seat, and then the ruling 
party’s crude removal of the speaker 
combined to serve as just such a test. 

The events could add to a pattern of 
uncertainty in Pakistan’s political fu- 
ture. Economically, the country is in re- 
latively good shape: an average growth 
rate of about 7% over the past few 
years, recent bumper harvests, and con- 
tinued substantial aid programmes from 
the international community, have 
taken the edge off poverty. 

But this has allowed the politically 
attuned Pakistani mind to dwell on 
more fundamental issues. Pakistanis 
have long. agonised over the fact that 
they have never been able to work out 
an enduring, fully democratic system. 
Inevitably, they compare themselves 
with their far more democratic, but eco- 
nomically worse off, Indian neighbours. 

Ethnic regional forces, only superfi- 
cially covered up under successive mar- 
tial-law regimes and attempts by Zia to 
project Islam as the great unifier, also 
threaten to pull the country apart: there 
is considerable resentment in the minor- 
ity provinces of Sindh, Baluchistan and 
the North-West Frontier Province over 
the fact that the reins of power lie large- 
ly in the hands of Punjabis from Pakis- 
tan’s most populous province. 

Opposition politicians like Bhutto 


and other leaders of the 11-party um- 
brella Movement for Restoration of 
Democracy have shown that they are 
prepared to exploit such basic resent- 
ment. Bhutto, whois currently using the 
Muslim fasting month of Ramadan to 


plan the next stage of her anti-Zia cam-- 


paign (REVIEW, 5 June), constantly 
stresses that her party is a vehicle for 
change to a real democratic system, and 
that with its roots throughout the coun- 
try it can defuse any tendencies towards 
regionalism. Shrewdly, she plays on the 
Pakistanis' confusion about their coun- 
try's identity, rather than promises to 
eradicate poverty, which would have 
had more appeal 10 years ago. 

However, Bhutto appears to be run- 
ning into problems reorganising her 
party. She risks disenchanting the 
feudal landlords, who were the 
backbone of the party, in her desire to 
bring in fresh blood. And she has yet to 
issue a detailed party manifesto spelling 
out the PPP's policies. While transpa- 
rently trying to drive wedges between 
Zia and Junejo — she says the latter can 
act as a bridge to true democracy, and 
Zia and his military constituency, add- 
ing that she will give soldiers back their 
dignity — she has yet to address herself 
directly to those elected to the national 
assembly. 

That could be a serious omission on 
her part, because the political focus is 
currently fixed on the assembly. The 
speaker issue filled local newspapers 
and was the main talking point for more 
than a week, and observers are now 
watching the assembly to see what will 
happen next. Imam, who served as a 
minister under Zia during 1981-83, was 
elected to the new assembly as a 
member for Multan in Punjab. 

When the assembly elected a 
speaker he narrowly defeated Zia’s can- 
didate, Khawaja Safdar, by eight votes 
— Imam later claimed publicly that “the 
most senior authority in the country,” a 
veiled reference to Zia, had made a last- 
minute appeal to him to withdraw as a 
candidate for speaker. 


A: the months passed, Imam clearly ir- 
ritated the government benches in 
the assembly by what he described as his 
impartiality and what government sup- 
porters characterised as bias towards the 


opposition. In May 1985 he admitted an. | | 


opposition motion questioning the le- 
gality of martial law — a move which did 
not win him any friends in the govern- 
ment — and often criticised ministers 
for not answering questions put to them 
in the house. | 

The final straw came on 7 May when 
Imam passed on to the chief election 
commissioner complaints from opposi- 
tion members, who label themselves the 
“independent parliamentary group,” 
that Junejo and 48 other assemblymen 
had violated the constitution by joining 
a party, the newly formed ruling Pakis- 
tan Muslim League (PML) in January, 
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eal: in February. 


The government evidently panicked 
at the prospect of the prime minister 


| and others in the government losing 


their assembly seats. Junejo, instead of 


; $ adopting the more democratic course of 


tabling a bill before the house to correct 
what had obviously been a mere legal 


_| oversight, went to Zia who issued an or- 


dinance setting aside the relevant con- 


— | stitutional clause. The opposition cried 


foul and the move was also criticised in 
the more independent newspapers of 
the country. 

The critical mood was further fuelled 
in mid-May when 140 PML assembly- 
men signed motions calling for a vote of 
no-confidence in the speaker. During 
the week leading up to the 26 May spe- 
cial session of the assembly to hear the 
motions, a crescendo of criticism was 


É- | built up in the press quoting opposition 
| politicians, while the government lob- 


bied PML members to ensure a heavy 
majority in the vote to oust Imam. All 


four provincial chief ministers arrived in. 


Islamabad days before the session and, 


| according to one insider, offered all 


kinds of material inducements to as- 
semblymen to vote for the government. 

When the day came, various PML 
assemblymen made speeches in the 
house accusing Imam of favouring the 


opposition. Imam was applauded and 


cheered by a packed public gallery when 
he explained in a 50-minute speech that 
he was just doing his job. The ruling 
party had counted on a two-thirds 
majority in the final no-confidence 
vote, but in the secret ballot some 20-30 
PML members evidently crossed the 
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etn. so > that the tally was aay 152-72 
against Imam. 

In an editorial the following day the 
Islamabad daily, The Muslim, com- 
mented: “The government should not 
consider its achievement as a great vic- 
tory; it faces an uphill task of restoring 
its credibility as a genuinely democratic 
entity and saving the representative in- 
stitutions from erosion of authority and 
prestige.” The editorial described the 
move against the speaker as an “unheal- 
thy precedent.” 

Speculation immediately centred on 
Imam’s future role in the assembly. He 
and his outspoken wife, Abida Hussain, 
also a member of the assembly, had 
been rumoured to be planning to form 
their own party. Would Imam become a 
new leader of the opposition? Asked by 
the REVIEW about his future, the soft- 
spoken former speaker was cautious: “I 
have not decided. I will at first sit in the 
house on my own and watch. I will make 
up my mind gradually. It will depend on 
the performance of the assembly." 


29s. meanwhile, was widely de- 
picted as having painted himself into a 
corner. While Zia always says publicly 
that he has transferred executive power 
to his prime minister — which sounds 
good for both domestic and interna- 
tional consumption — the relationship 
between the two has always been un- 
clear. Zia is believed to have been dis- 
gruntled when Junejo announced in 
August 1985 that martial law was going 
to be lifted at the end of the year, 
thereby stealing some of the president's 
thunder. Diplomatic and local political 
sources also say he was unhappy when 


A fragile democracy 


l: July, Pakistan's President Zia-ul 
Haq will celebrate his ninth anniver- 
sary as the leader of a country which, 
while enjoying a run of economic pro- 


— gress, is still seeking a formula for politi- 


cal stability. The 61-year-old general is 


| given high marks by diplomats and local 


political commentators alike as a 
shrewd, capable politician. He has, on 


| the surface at least, loosened his mili- 


tary grip on Pakistan by lifting martial 


= law last December. He now describes 


himself as a bridge between military and 


— | civilian rule. 


Externally, Zia's main preoccupa- 


| tion is with neighbouring Afghanistan, 


where 120,000 Soviet troops prop up the 
Kabul regime while helping govern- 
ment troops to battle thousands of Mus- 
lim resistance fighters. Indirect talks in 
Geneva with the Afghanistan Govern- 
ment, under UN auspices, were ad- 
journed yet again in late May leaving as 
elusive as ever any settlement guaran- 
teeing a withdrawal of Soviet forces and 


a return of 3 million Afghan refugees 
from Pakistan to their homes. The 
REVIEW's chief correspondent Rodney 
Tasker recently discussed these and 
other issues with Zia in Rawalpindi. 
Excerpts of the interview: 


What is your assessment of the impact 
of Benazir Bhutto's return to Pakistan, 
drawing massive crowds countrywide in 
her campaign calling for your removal 
and fresh national elections in the au- 
tumn? 

With all those restrictions [on politi- 
cal processions and meetings] having 
been lifted, it was expected that political 
activity would have an upsurge. And 
that really happened . . . We expected 
that when [Bhutto] came — she is an in- 
telligent political leader — that she 
would draw large crowds. There was no- 
thing unexpected in this. We also know 
that to carry on a political activity at that 
large a scale for a prolonged period is 
also not possible. 


Zia: ‘unstable democratic regime.’ 
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Roso decided to form his o own party, 
conflicting with Zia's desire to keep the 
government and legislature on a strict 
non-party basis. 

Another important issue which fell 
into Junejo's lap was the controversy 
over Zia's remaining both president and 
chief of army staff, thus retaining his of- 
fical control over the military. Many ex- 
pected Zia to take off his uniform when 
he lifted martial law, but he did not. An 
opposition motion is still before the as- 
sembly questioning. the presidens 
wearing of two hats. 

Political analysts. have begun to 
speculate whether Junejo, as concur- 
rent defence minister, would sign 
another extension of Zia's military posi- 
tion — some sources believed that 
Junejo was deliberately withholding his 
signature, though there was some con- 
fusion over the actual date when the ex- 
tension was due. Zia himself clarified 
this point to the REVIEW only by saying 
that he was sure he would remain chief 
of army staff until March 1987. 

It is clearly important to Zia that he 
retains his position as military supremo 
in order to keep real, ultimate power in 
his own hands. There are no rumours of 
unrest in the ranks or any intrigue 
among the generals with a possible coup 








JOEL BARRY 


If the next stage of Bhutto's campaign 
becomes more confrontational, more 
violent, what will the government do? 
It would be very tragic. But then po- 
litical governments must face political 
situations with all the means available to 
them . . . The first and foremost is to 
counter such an activity politically. If 
the reasons why violence is taking place 
are identified, and if it is countered by 
political force, it would be desirable. 
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in mind — Zia himself seized powerina | 
coup in 1977, overthrowing the civilian 
government of Zulfikar Ali Bhutto. 

The military has also been pampered, 
not only by an enhanced status through 
years of martial law, but also with mod- 
ern equipment supplied by Zia’s most 
generous supporter, the US. Washing- 
ton has drawn up a new six-year aid pro- 
gramme for Pakistan totalling US$4.02 
billion, of which US$1.74 billion is in 
military aid — making Pakistan the 
fourth largest recipient of US military 
aid after Israel, Egypt and Turkey. 

Yet military analysts feel Zia has to ;/ 
keep a watchful eye on his seven army HU 
corps commanders, particularly the , 
three whose commands have tradition- 
ally figured decisively in any change of 
political power: the 10th Corps based in 
Rawalpindi, commanded by Lieut- 
Gen. Zahid Ali Akbar Khan, the 5th | VW b 
Corps based in Karachi, commanded by e pr 
Lieut-Gen. Ahmad Shamin Khan, and | iS 
Lieut-Gen. Shamsur Rahman Kallue’s 
Ist Corps, based in Mangla. Kallue has 
come under particular scrutiny by 
analysts as the general most likely to re- | 

lace vice-chief of army staff Gen. < " 
Khalid Mahmood Arif when he even- z | 
tually retires. i 

With the Zia-created civilian govern- 
ment having recently shown its frailty, " zh 
and its ineptness in avoiding political ' 
pitfalls, the president may take comfort 
in calculating that his military consti- 
tuency is intact. But this does nothing to 
encourage those Pakistanis who take e | 
him at his word in his professed desire to : wy 
transfer the country from nine years of > j 
military rule to genuine democratic civi- | = | 
lian rule. | Oo ! i 


Otherwise the government has the | ¢ B. 
necessary law-enforcing agencies; I’m 2 | "n 
sure they're capable of controlling the ' | l. 
situation. | r f^ 


In a recent interview you mentioned the | & | p^ 
possibility that martial law would be t ^H 
reimposed if the situation got out of : 
hand. Do you still stand by that? r f: 
Actually, I was quoted out of con- | & A 
text. I was asked would there be the pos- | & 3 
sibility of a fourth martial law, and I said Ó 
maybe. But we're not projecting that | 8 i 
point of view. , | ' 


Do you still say, as you did recently, that 
Bhutto is receiving support from India? | 

I have no proof, but I insist on it. E 
Very cursorily, look at the expenditure * L 
incurred on Miss Benazir Bhutto’s pub: | && M 
lic meetings and processions. It runs | a 
into millions — our estimate is that so 1 
far it is nothing less than equal to, if not ^ ji 
more than, US$20-25 million . . . She | 3 
hasn't got that much money in Pakistan 


_.. It must come from someone who | @ 4 
would like to exploit the situation . . . I : © Ci B E. 
am at pains to normalise our relations > P 
with India, but I cannot ignore [it] for s $- 


any Machiavellian attempt that [it] | ¢ | 
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officially or unofficially . . . There are 
many agencies which would be only too 
willing to offer that much money to Be- 
nazir Bhutto, apart from the Soviet 
Union. 


On the motion brought against the 
prime minister and others of joining a 
party before it was registered, critics say 
that by issuing an ordinance to settle the 
matter you carried out a despotic act, 
and that there was a more democratic 
way of doing this. 

The point to understand is that we 
are an unstable democratic regime at 
the moment . . . It would be a pity that 
just because of sheer technicalities we 
should allow the process to be disturbed 
unnecessarily . . . If I had not acted it 
would have actually meant a horrible 
experience for democratic progress in 
Pakistan. The prime minister, the sec- 
retary-general and a few others would 


JAPAN 
Star-spangled 
election 


Celebrities woo voters 
for upper-house poll 


By Bruce Roscoe in Tokyo 
Ko Ono, an accomplished gym- 


nast who hosts a callisthenics pro- 


gramme on the state TV channel NHK, 
is about to exercise her political talents 
on behalf of the Liberal Democratic 
Party (LDP). Kiyoshi Nishikawa shows 
up a lot on Osaka TV telling jokes and 
generally acts the fool for a living. He is 
running as an independent. So is singer 
Eiichi Nakamura. He woos prospective 
voters with an emotional and spirited 
rendition of the theme song of the Han- 
shin Tigers baseball team. 

All of them will be contesting seats in 
the upper house in Japan's double-elec- 
tion on 6 July. When compared to the 
elections for the more important lower 
house, which will occur on the same 
day, the contest for seats in the upper 
house tend to be a lot of fun. As candi- 
dates whose faces are most widely 
known usually poll the most votes, poli- 
tical parties tend to load up with celeb- 
rities. Popular novelist Shintaro Ishi- 
hara holds the upper-house election re- 
cord of 3.1 million votes. 

Despite their entertainment value, 
the upper-house elections can act as an 
important political indicator. For in- 
stance, Prime Minister Yasuhiro 
Nakasone first took the LDP to the polls 
in the upper-house election of 1983 and 
won 68 out of the 126 seats being con- 
tested — the party’s second-highest 
tally on record. Members of the upper 
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have lost their seats . . . so I rectified it. I 
issued an ordinance . . . That saved the 
prime minister. I will be quite frank: I 
bailed him out. 


The removal of the house speaker has 
also been seen by critics as being an un- 
democratic move. What is your com- 
ment on that? 

All that they have done is they have 
removed this speaker who was consi- 
dered to be more prone to the opposi- 
tion, who in their opinion was not being 
fair... The majority party has the right, 
democratically and according to the 
constitution, to elect a speaker of their 
own . . . not a hostile speaker but a 
friendly speaker. 


Have you got an extension as chief of 
army staff? 

I'm already under extension. Under 
normal circumstances there should be 
no difficulty until March 1987 . . . but if 
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house sit for six years and half of the 252 
seats are contested every three years. 

The LDP already seems to have 
taken the lead in assembling a bright 
stable of stars for the election. New stars 
are needed, because all of the incum- 
bent entertainer-councillors in the 
upper house have been removed from 
the media spotlight for six years. Celeb- 
rity for celebrity, Nakasone's show has 
the edge on the Japan Socialist Party 
(JSP), which is showing itself to be un- 
imaginative in candidate selection. The 
JSP, for instance, is pitting the relatively 
unknown deputy director of the party's 
women's bureau against the LDP's 
gymnast. Japanese political commenta- 
tors are saying the gymnast will romp 
home. 

While celebrity candidates add some 
colour to the election scene, the show of 
campaigning is a distracting affair. Soon 














it is causing any embarrassment, or any 
difficulty to the political representa- 
tives, I’m always there to oblige. 


What is your assessment of the prospect 
of the Geneva talks eventually leading 
to a political solution in Afghanistan? 

I myself am a highly optimistic man, 
but I think sometimes that reality must 
get the better of the man. And the real- 
ity isthat the Soviet Union, though find- 
ing it very difficult, seems to be reluc- 
tant to vacate Afghanistan . . . The 
Soviet Union may continue for the next 
10 years, but they will never be able to 
subjugate the country . . . they cannot 
totally eliminate this feeling of freedom 
in the Afghans. The freedom fight can- 
not last for too long, because it must 
have a particular stamina. But there 
should be no difficulty for the next five 
years. 
the recent 


Does shooting down 


after the double-election was an- 
nounced, rightwing faction soundtrucks 
took to the streets blasting political mes- 
sages through office-block walls. 
The Liberal Democrats also add colour 
with money, handing out ¥15 million 
(US$86,000) each to 20 candidates un- 
settled by electoral boundary changes 
who may need to spend more on their 
campaign. 


pposition parties are at a disadvan- 

tage because of the proportional 
representation system, introduced for 
national seats in the 1983 election. 
Traditionally they have had to field 
coalition candidates to attract broad 
voter support, but the choice of a coali- 
tion ticket appears to confuse voters 
asked to select one party. 

Apart from bringing about fairer 
seat distribution, the proportional rep- 
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sions? 

If it is a technical violation, we don't 
mind. If the Soviet troops, Soviet 
planes, or Afghan troops, Afghan 
planes cross over Pakistan territory five 
or 10 kilometres it doesn't matter . . . 
We have a lot of toleration, but a stage 
was coming when we wanted to convey 
to the Afghans that enough could be 
enough. | 


Is there any danger that as the Soviets 
become more frustrated they may carry 
out an American-style Libyan bombing 
raid in Pakistan? 

One can't rule it out. We have been 
expecting this for the last five years. We 
expected hot pursuit on the land, in the 
air. We can't rule out an escalation by 
the Soviet Union trying to show their 
muscle. | n 





resentation system was also supposed to 
make celebrity tickets less viable. But 
the stars’ names are still listed alongside 
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Neither will voters ponder much on 
what functions the upper house per- 
forms. But the house is not 
_fubber-stamp some consid 
In the just-ended 104th ordi 
sion of the Diet (parliament), the upper 
house rejected three of the 73 bills pre- 
sented by the lower house for final de- 
liberations and approval. Thése address- 
ed certain monetary allowances for 
children, employment for the aged and 
the pension system, and were sent back 
to the lower house for improvement. 
The only bills which the house cannot 
delay are those relating to budgetary or 
foreign-treaty legislation. 

Nakasone's resounding 1983 elec- 
toral victory gave the LDP control of all 
upper-house committees and stole four 
seats from the waning JSP. If Nakasone 
can match that performance in the com- 
ing election as well as hold the party's 
ground in the lower house, he will be 
well placed to persuade his party to 
change the rules and-let him run for a 
third two-year term as party president 
and prime minister. — 

The upper-house race is also drawing 
interest because Nakasone's eldest son, 
Hirobumi, aged 40, is using the occasion 
to launch his own political career. 
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| Telecommunications _ 
| for the competitive edge 


a wide range of computer peripherals. `. 
| In this age of global communi- 
cations, how fast your business €x- — 
pands depends in large part on how > 
well you can communicate. Goldstar 

will continue to be there, with 
telecommunications for the com- 
petitive edge. | 

Find out mote about Goldstar 
Telecommunication systems and 
equipment by contacting your local 
agent or by mailing the coupon 
below to our head office. 





Goldstar has been answering 
the call for better communications 
for over 25 years, through a wide 
range of office communication 
systems and equipment offering 
reliability, state-of-the-art features, 
and cost efficiency. 

These include electronic key 
telephone systems with features that 
provide greatly improved voice and 
data communications for both large 
and small businesses; standard and 
feature phones; EPABX systems; and 
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tralia’s defence has urged its forces 
concern themselves with the defence 
he continent and its adjacent Pacific 
ectorates, giving up the pre- World 
' H concept of fighting alongside 
powerful Western allies in distant 
battlefields. i 
<< The study, entitled Review of Aus- 
as Defence Capabilities, written b 
ustralian National University (ANU) 
ategic analyst and former intelligence 
ial Paul Dibb, would see Australia 
liverting. its. considerable defence 
pending away from extremely long- 
ange weapons — the navy’s hankering 
Or a new aircraft carrier now seems 
vholly quenched — and towards capa- 
ity to detect and strike at attackers in 
he vast northern approaches. | 
Tabling the Dibb report in parlia- 
nent on 3 June, Defence Minister Kim 
cazley gave broad endorsement to the 
ndings. Service chiefs also expressed 



























greement, though individual service 
eads queried some particular recom- 








widely hailed official study of Aus- mendations. Within a few months 


A new study stresses the defence of the continent 


Beazley said, a white paper would give 
the government's decisions on the issue. 

However, the conservative opposi- 
tion’s defence spokesman lan Sinclair 
attacked.the Dibb rationale, saying that 


no longer would Australia be able to | 


look at "that wider horizon" and "play 
its part" in securing world peace. 
Sinclair added that Australia should not 


draw a line and warn an enemy against | 
crossing it, but be able to strike home "if - 


you dare to come anywhere near those 


interests that affect us, or our allies." 


Sinclair did not cite those allies or in- 


terests, though he raised Soviet bases in 


- Since it was founded in 1946, the Far Eastern : 


Vietnam and the Soviet Pacific Fleet 
build-up as a threatening trend. De- 
fence officials believe the only echo of 
Sinclair's thinking in the region might 
come from Singapore, and perhaps Ma- 


| laysia — both still linked with Australia, 


Hi-tech forces: page 34 
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ng blocks 


bb gives a firm en- 


The cost, and in some cases impossi- 
bility, of replacing this flow fatally flaws 
in Dibb’s eyes the “armed neutrality” 
option floated in some circles. But con- 
trary to Sinclair he argues that Australia 
is already paying its dues in Anzus by ac- 
cepting US Navy port calls without 
much quibble, letting B-52s from Guam 
Stage through Darwin and train over 
Queensland, and accepting three US 
communications and spy satellite bases 
(Northwest Cape, Pine Gap and Nur- 
rungar) that could well be Soviet nu- 
clear targets in.a global war. fy 
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: mence: 
trália is one of the most secure countries 
in the world." Even in 1942, war docu- 
ments record, the Japanese imperial 
forces baulked at crossing the Timor 
Sea because of the huge amount of ship- 
ping and. men required, the harsh and 
exposed terrain, and the fighting spirit 
of the Australian population. > | 
That confidence still does not extend 
to most Australians. The country's de- 
fence spending now amounts to A$6.5 
billion (US$4.55 billion) a year and 
nearly 3% of gross national product, 
surpassed by only 16 other countries — 
all of them outside the immediate re- 
gion. Australian forces are equipped 
with the most advanced weaponry in the 
region, with the exception of Japan, and 
defence chiefs have long accepted that 
any change in this balance would have a 
10-year lead time: Even so, the Austra- 
lian perception is that their country is 
wide open to attack. 


as Dibb said in his first + 





ibb said this popular perception is cur- 


cism of his recommended. structure as 
“too reactive” by fellow ANU strategist 
Desmond Ball among others. He says 
that a too-obvious reliance on strike de- 
terrent risked provoking the acquisition 
of matching capability by others in the 
region. 

Perhaps for this reason, the report 
does not dwell too long on two potent 
strike weapons that will remain in the 
armoury. Dibb strongly supports the 
navy retaining its submarine squadron, 
and the air force its F111 bombers at 
least until 1995. 

To those who say he advocates a re- 
treat to “Fortress Australia,” Dibb 
points out that the area of the country’s 
military capability extends 4,000 nauti- 
cal miles west to east, and 3,000 miles 
north to south — about one-tenth of the 
world’s surface. Coincidentally, Dibb 
insists, Australia’s 1,000-mile zone of 
“denial” also matches the patrol out- 
reach Washington has sought in recent 
years from Japan. 


















tions. Even in.a global war, the most 
likely submarine threat could be met by 
eight. or nine. destroyers, the study 
pointed. out. Shipping could ‘be eva- 
sively routed in the open ocean, and in 


come self-reliant in most basic com- 
modities. The study called for the crea- 
tion.of about 10 all-weather light patrol 
frigates to guard sea-appoaches. 
Likewise most of the army's heavy 
armour (103 West German Leopard 
tanks) and howitzers: should be 
mothballed, the study said, and handled 
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largely by part-time reserve units. In- 
stead the army should be lightly armed, 
mobile with its own helicopters, and 
trained in smaller-scale operations 


rather than large-scale, inter-service, 


integrated battles. 

| “If [the] government wished there 
would alWays be an option to make a 
modest military contribution in support 
of our more distant diplomatic interests 
and the military efforts of others,” Dibb 
said. “But this should be seen essen- 
tially as a gesture of support, not as.a 
contribution that could materially affect 
the outcome. Our forces should not be 


specifically structured or equipped to | “from or through which” a militar 
undertake such tasks.” oO | threat could be most easily posed 
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any case Australia could quickly be- 
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Canberra tries to allay — 
fears in Jakarta 


I^ publishing the review of Australi 
defence by analyst Dibb, Canberr 
has been at pains to counter misun- 
derstandings in Indonesia — a task com- 
plicated by the bilateral row over Aus- 
tralian press articles which appeared 
soon after Defence Minister Beazley's 
recent visit to Jakarta. bue 

.The Dibb report states that In 
donesia “has neither the motive nor th 
capability to threaten. Australia : 
substantial military assault. Its pring 
security concerns are internal stabilit 










* mn k EN 
bandes — `% E 
-— ^ 
ENTE. « 
— Sal e * E 
PAPUA . ve \ 
EW GUIN 4 






d 


di ; : . 
S 





: 2. 
uc 


Cairns 


E Nurrungar 



















: US communications, 
| ground stations 





























uou : REVIEWMAP by A 
and potential threats from its nort 
Were these attitudes to change it w 
take time for any disputes to dev 
into major military confrontation. | 

"Leaving aside the question of moti 
vation, Indonesia simply does not ha 
the military capabilities that wot 
allow it to consider a sustained le 
intensive joint operations against Ai 
tralia. These capabilities could not b 
acquired quickly, even with outside as 


But while in present circumstan 
Indonesia is seen as a protective barrk 
for Australia, its archipelago is the are 
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Vietnam, China or Japan) seems re- 
motely interested in such a projection of 
ower. 

A series of articles early this month 
in the Indonesian Armed Forces news- 
paper led to some fears in Canberra that 

ibb’s words — and Beazley’s assur- 
ances — had been twisted to identify In- 
donesia as a threat, or the proposed de- 
fence structure as designed to counter 
it. However, Indonesian Ambassador 
in Canberra August Marpaung quickly 
dubbed the articles the opinions of an 
individual. 

A secret annex to Dibb’s report is 
known to discuss several contingencies 
involving Indonesia. These could in- 
clude raids across the Papua New 
Guinea border in hot pursuit of OPM 
(Free Papua Movement) rebels from 
Irian Jaya, and destruction or occupa- 
tion of border “jumping-off” points — 
of a seriousness to raise calls for help 


| from the Port Moresby government. 


NS enses might also include, 


after a long period of deteriorating 
relations, symbolic attacks on Australian 
territory, shipping, or oil rigs. Foreign 


| Minister Bill Hayden is also known to 


worry about a Falklands-type seizure of 
Christmas Island, only 500 nautical 
miles south of Java. 

If this is the case, it perhaps begs the 
question, which Dibb does not address 
in the non-secret part of his report, of 
whether holding on to the island is not 
more potential trouble than it is worth. 
It has no permanent population, its 
phosphate mines are worked out, and 
until 1958 it was part of the then British 
colony of Singapore. 

The most conceivable point of aggra- 
vation would seem to be the Irian Jaya— 
Papua New Guinea border, with Aus- 


_ tralia’s strong bilateral ties drawing it in 
. to help Papua New Guinea’s small de- 


fence force. But Dibb's defence force, 


_ fortuitously for relations with Jakarta, 
. does not require development of any 


capability obviously earmarked for op- 


|. erations in that area. 


The new Weipa airbase would be 
ideally placed to back Papua New 


- | Guinea operations as well as control of 


Australia's northeastern approaches. A 
helicopter-mobile army would be best 
suited for the border's jungles, moun- 
tains and swamps as it is for Australia's 
north. Dibb's plan also retains the 
navy's amphibious lift ship, as a minimal 
capacity for landing heavy equipment. 
Reacting to the published report, 


| . Marpaung. said it was not unreason- 
_| able to discuss a potential threat com- 


ing from the Indonesian archipelago, 
though he stressed Indonesia had no 


. hostile intent or capacity. He also made 


the point that good relations between 
the two countries would allow forward 
deployment of Australian forces to meet 


. any common threat from the north. 


— Hamish McDonald 
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Australia's forces will have smart radars and helicopters 


he Dibb report on Australia's de- 

fence has recommended that the 
country would sit behind a “layered” 
defensive screen, using high-technology 
radar detection systems to overcome 
the problems of vast, empty distances 
and limited manpower and funding. 

To analyst Dibb and Australian mili- 
tary planners the best hope of a break- 
through for the detection system is an 
array of aerials covering several square 
kilometres in the central desert near 
Alice Springs. Code-named Project Jin- 
dalee, the system is an over-the-horizon 
radar developed by Australian defence 
scientists from basic US technology. 
Bouncing radar waves off the iono- 
sphere, it is aimed at detecting move- 
ments 1,500 nautical miles off Austra- 
lia's northern coast. 

Dibb said the first Jindalee station, 
being upgraded to operational status, 


Dibb: defensive screen. 





gave "strong indications" of meeting re- 
quirements for detection of aircraft and 
possibly ships once operator skills im- 
proved. Two additional Jindalee sys- 
tems would extend coverage. 

Costing about A$105 million (US$73.7 
million) to build and A$2 million a year 
to operate, the Jindalee radars could re- 
duce requirements for expensive airborne 
early warning (AEW) aircraft such asthe 
E2C Hawkeye to provide detailed track- 
ing and direction for interceptors. 

Precise ocean surveillance and sub- 
marine detection would come from the 
air force's 20 P3C aircraft, which are 
being equipped with Harpoon anti-ship 
missiles and anti-submarine weapons. 
Intruding aircraft would be met by a 
squadron of 75 F18 fighters to be 
stationed at the new Tindal Air Base 
jon south of Darwin from September 


The F18s and the longer-range F111s 
would also carry out a maritime strike 
role with Harpoon missiles. Both air 
and sea operations would be extended 
by deployment at the existing Lear- 
month Air Base on Northwest Cape, or 
at a new “bare base” Dibb recommends 
at Weipa on Cape York to cover north- 
eastern approaches, 

Navy submarines would also lurk in 
the sea approaches to counter surface 
attack. Dibb strongly supports the plan- 
ned replacement of the navy’s six Bri- 
tish Oberon-class submarines. 

They will be replaced in the early 
1990s by six new submarines, for which 
the tendering is down to Swedish and 
West German bids. Armed with the US 
Mark 48 torpedo and submerged-firing 
Harpoon missile, the ultra-quiet sub- 
marines with their 10,000-mile range 
would have a technical edge. 

Navy surface ships would operate 
under air cover from land-based F18s. 
The more sophisticated destroyers 
would carry out anti-submarine tasks, 
especially in vulnerable choke points 
around the southeast coast or Perth. A 
new class of light patrol frigates (about 
2,000 tonnes) armed with simple 
weapons and a reconnaissance helicop- 
ter would carry out ocean patrol and as- 
sertion of sovereignty. Range and sea- 
keeping qualities would be paramount. 

Dibb suggests the submarine squad- 
ron shift base to the recently completed 
Cockburn Sound base near Perth, re- 
taining a small facility in Sydney. In ad- 
dition to existing navy bases at Darwin 
and Cairns, a new supply and repair 
base should be built in the northwest, at 
Port Hedland or Derby. 

The 32,000-man Australian army 
would most likely have to deal with 
small lodgements of foreign attackers, 
landed by parachute, aircraft, or fishing 
boat. In some cases the intention would 
be harassment rather than taking any 
defined target. While the coastline is 
long, Dibb points out that much of it is 
backed by semi-desert or mangrove 
swamp, unable to support attackers. 

The army’s six infantry battalions are 
presently based in Sydney, Brisbane 
and Townsville, with its armour in Vic- 
toria. Dibb recommends that a shift 
north begin with stationing of a battal- 

ion, either infantry or cavalry (armour- 
ed reconnaissance) in the Darwin-Tin- 
dal area by the early 1990s. 

Dibb preserves the traditional “core 
force” concept — whereby the army re- 
tains a nucleus of skills to cope with 
large-scale mobilisation — but hands 
much of the responsibility for keeping 
up with large-scale conventional war- 
fare (tanks and heavy artillery) to the 
26,000-strong army reserve. 

— Hamish McDonald 
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€ ONE of the favourite books on my 
shelves, ideal for regularly dipping into, 
is Hobson-Jobson, a glossary of words 
from India which have entered the Eng- 
lish language, by Col Henry Yule and 
A. C. Bernell, first published in 1903. 
Words such as calico, chintz and gin- 
gham reached London in Shakespea- 
rean times, followed by dozens more — 
curry, toddy, verandah, cheroot, loot, 
nabob, sepoy, cowry, compound, grit- 
fin and shawl; such naval terms as cut- 
ter, jollyboat and dinghy, plus others as- 
sociated with China: mandarin, bam- 
boo, pagoda, monsoon, coolie and ty- 
phoon. It must be admitted that in many 
cases the etymology is unclear; typhoon 
for example could have come from 
Malay, or from the Chinese for "great 
wind" — and coolie from the Chinese 
for “bitter labour.” 
€ CROSS-fertilisation continues; the 
English generally spoken in India today 
has acquired its own validity as an inde- 
oendent branch of the language. A 
riend, Bhagwant Singh (in fact the 
father-in-law of the REVIEW's Washing- 
ton correspondent, Nayan Chanda) has 
promised to send me the report of a cer- 
tain seminar on Indian English — possi- 
bly that held at Delhi University just 
over a year ago. Amitava Kumar, a stu- 
dent of the university's Linguistic De- 
partment composed poems for the occa- 
sion, one "Well-Coming" the delegates: 
“Friends, ladies and gentleman, we are 
offering for you, and for our national 
(linguists from all India are flocking) 
seminar, a subject of interest to many 
and, of course, controversy and also 
concern: Indian English.” 

Another poem lampooned the lan- 

guage used by delegates to such affairs: 
^I am saying in the beginning: ‘Accept 
please, Mr Chairman Sir, my humble, 
obliged thanks.' Then it is my humble 
duty to speak about the seminar: I am 
not “knowing whether Indian English is 
now better or worser.” Thirdly, Kumar 
satirised the summaries of such 
talkfests’ findings: “In the seminar 
today we are pondering and pondering. 
Still no answer is coming, tentative sug- 
gestions only. We are hoping maybe 
luck will smile tomorrow.’ 
è SUCH language has acquired its own 
vitality. Taken to excess, it leads to wor- 
diness, adjectivitis and a glory of mixed 
metaphors, as in this passage from a 
bank’s in-house magazine, reporting a 
football match in Calcutta: 

“This helped Sidhartha to steal 
the match for staff. He started roaring 
like a litigon and masterminded the 
moves by his defence splitting throughs. 
The long cherished goal came in the 

tinute of the 2nd half when he 
d past two defenders and took a 
I pile-driver that pierced the net 
row just released from a rain- 
king the opponent custodian a 


















can. certainly pile on the words. Some- . 
“times: this drifts into purple PR prose z. 


mysterious by India's own babuese. 


from the secretary to the Sadachari 





























The is ob- 
viously the other side's goalie, but 
what is a "litigon"? A mythical beast? 

€ THE manager of a medical insurance. 
scheme in Delhi recently received the 
following letter from a doctor who runs | appeared in any English- -language 
a clinic at Khunti, Bihar: |, newspaper. The first reported in- 


in à delightful state of exquisite puzzle- 

| 
“Many pleasant to inform you that I E adequacies of the security arrangements 

i 

| 

| 

| 


ment — to employ some Indian English 
myself. : 
€ A COUPLE of recent headlines in 

the Times of [India could, however, have 


"opponent custodian” 


am in need of your catalogue, | at Bombay airport: 
magazine, literature, and other series of 
medical booklets etc. for my Clinic. The 
urgencies are very needy in my medical 
practice, so as our mutual understand- 
ings ever remain towards prosperity. 
Early reply for disposal is solicited. 
N.B. The representatives be au- 
thorized to come to me for the informa- | 
tion of the new products at least. 
Rest is all right." 
e THE REVIEW regularly receives 
similar requests. One which arrived last 
year from Allahabad in Uttar Pradesh 
was from a man who described himself 
as "Journalist (Press)" and began: 
"Subject: single review copies of 
vour publication and books plus your | 
complete lists catalogs of books in print 
so far todate upto today requests for so 
urgently to this end in all interests in 
your trade prospects too in the country 
today as never before Single review. |. 
copies of your indispensable books val- |: 
uable timely publications assets as they 
inciteful challenging stimulating clear 
quiet evocative persuasive as they are. 
have ever been requested to this end . 
And soon for about S00 words. They 
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| Chinks in security at ]. 
| Sahar airport exposed | 
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The second dealt with a speech call- 
ing for reform in women's organisa- 
tions: 
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Women’s bodies told 
to change functioning. 
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€ TWO photographs taken by th 
ever-observant Christine Pemberton 
feature an unfortunately spelled street 
sign in Bombay: 



































And an unappetising drink as adver- 
tised on à tricycle-cart in Haryana. 


| 
| 
| 


(the island of Baros, in Maldives is 
described in a guidebook as “an exquis- 
ite sandy half-moon excresence covered 
with palm trees and sitting in the most | 
pellucid of waters”). But bureaucratese | 
is never very far away — a language | 
founded.on the opaque jargon of the 
British civil servant, made yet more - 







€ LAST year we received an invitation 


World Welfare Centre addressed to: 
“The Editor/Chief Reporter, Corres- 
pondence,” beginning with the classic 
“Respected Sir.” It was written on be- 
half of the Founder President of the 
Centre, “Swami Sadachari Om Ji,. 
World Renowned Saint, Astro-Palmist, 
Faith Healer, Tantrik Yogi, Politician; 
Film Director, Producer." Nothing too 
unusual in all that from a nation of gurus 
and swamis except that the invitation 
was to attend a function marking the 
publication of a book: "Sr Vinod 
Kumar Mishra, Editor Hindi Hindustan 
will release the book entitled Swami 
Sadachari. This book has been trans- 
lated into Hindi. The original version 
was written by an American writer 
RONALD REAGAN.” 

I suppose we could have solved the 
enigma by sending someone along to 
the function, but I preferred to remain 


e. WHICH | i cadis dires to the 4,000- 
m Rohtang Pass in Himanchal Pradesh 
where a sign, photographed by John 
Zubrzycki, stands on the edge of a sheer 
precipice: 
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July elections are seen as crucial to democracy' S future. i ha 


. Political crossroads | 


By John McBeth in Bangkok 


| The ‘turbulent events 
that'led to Thai Prime 
Minister Prem Tin- 
sulanond calling an 
early general election 
| for 27 July may have 
| left a bad after-taste, 

‘but the whole episode 
was probably much ‘more of a triumph 
for democracy than a setback. Indeed, 
the fact there will be elections at all illus- 
trates once again that despite periodic 
upheavals and a great many other social 
and political problems, Thailand has 
come a long way from the womb of ab- 
solutism, which had dominated much of 
the country's history. 

' The debate these days in Thailand 
is not whether democracy is the ac- 
cepted ideal but, more particularly, 
what form it should take and 
who will assume the role of 
the shepherd. *We are now in a 
crucial period and, if we survive 
it, I think democracy will be 
much more firmly established, " 
said a leading academic, who 
like many Thais takes heart from 
the fact that the last success- 
ful military coup was back in 
1977. “The longer we survive, 
the better chance there is," he 
said. 

Deputy Prime Minister, For- 
eign Minister and Social Action 
Party (SAP) leader Siddhi Savet- 
sila believes the stakes may be 
even higher. Describing the July 
general election as “the most 
crucial in our democratic his- 
tory," he told a recent gathering: 
"It will determine whether we 
can continue to be called a demo- 
cracy, or it could herald its end- 
ing." | 

The disintegration of the all- 
pervasive military power struc- 
ture in the 1970s — coupled with 
the emergence of a more profes- 
sional breed of army officer, 
technological advancements and 
the rapid rise of pluralism in Thai 
society — has contributed significant- 
ly to democratic growth. But divided as 
it may be, the military tends to close 
ranks when its place in the overall 
scheme of things is threatened or when 
critics fail to take into account the per- 
ceived linkages between security and 
national development. It is these link- 
ages, written into a series of prime 
ministerial policy declarations in the 
early 1980s, which allow the military to 
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perpetuate its direct involvement in po- 
litical life. 

Former prime minister and SAP 
founder Kukrit Pramoj once told this 
correspondent that in his view there was 
only one form of democracy — and that 
could only be the accepted. Western 
model. The army, however, has differ- 
ent ideas. It feels that free elections, 
with power concentrated in the hands of 
the House of Representatives, is not al- 
ways a true test of democracy because 
there is no guarantee that the result will 
be a legislature of responsible and hon- 
est men. 

The army stresses the importance of 
a strong upper house, with appointed 
senators carefully selected from all 
walks of life and a mandate much 
broader than it has at present. Such an 


Prem and the king: unifying authority. 





idealistic approach may be self-serving, 
but it does address a basic weakness in 
the present political-party structure that 
has yet to be corrected. 


he army's argument, largely con- 
tained in the writings of newly ap- 
pointed army commander Gen. Chao- 
valit Yongchaiyut, revolves around 
what is called the “sovereignty of the 
masses." Chaovalit contends that ordi- 
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nary Thais are not sovereign bécause 
the' political systém is controlled by 
wealthy people Who use money and in- 
fluence to dictaté the outcome of an 
election. #19} 

As one of his aides put it in a 1983 in- 
terview: “The présent form of democ- 
racy in our country — I mean the pré- 
sent form of eleétions — promotes 
capitalist dictatorship. It is democracy 
in terms of capitalism. Only those who 
own capital have the rights and pówer in 
our political situation. They [the 
wealthy| make ‘use of the constitution 


‘in order to control power for’ their 


own benefit, using’ elections to ‘justify 
that power so às'to have a say in gov- 
erning the country and using the limit- 
ed resources of' the nation to serve 
their own economic interests. This has 
led to poverty and injustice in all 
aspects." 

Apart from underlying résent- 
ment ovér the accumulation of 
wealth in-the hands of ethnic 
Chinese banking and biisiness 
families, the army's attention 
centres in large part on so-called 
itthipon meud, or ^dark' influ- 
ences” who noted military scho- 
lar Suchit Bunbongkarn de- 
scribes as rice millers, contrac- 
tors, miné ‘owners, timber mer- 
chants and’ corrupt government 
officials — to name but à few. 
More ofteri'than not, they have 
made their fortunes from illegal 
gambling, "Joan-sharking, pros- 
titution, . land-grabbing,' log- 

oaching in the country's dwindl- 
ing forest reserves and trafficking 
in contraband goods. 

Suchit' said: “The inilitary 
feels the influence of Wealthy 
people should be controlled. ‘It 
says that the masses have been 
used or exploited, that they 
should be able to exercise their 
rights free of intimidation.” 

Army charges that/MPs do not 
represent the grassroots, because 
of their penchant for vote-buying 
and influence-peddling, ‘cut little ice 
with elected parliamentarians who view 
the military as a political patty — and 
probably the best-organised ‘one given 
its discipline, the hefty chunk it takes 
from the budget and the mihdate it Has 
to undertake security-related mass- 
mobilisation work in proviticial areas. 
“The military has to Say this soit can jus- 
tify its role in politics,” a political party 
executive said. ` 
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Opposition Chart Thai MP 
hae! sages Adireksarn, a representative 
of the Central Plains constituency of 
Saraburi, cuts a little closer to the bone: 
“The army has 100 radio stations and 
gets Baht 39 billion [US$1.4 billion] a 
year,” he said, adding: “We [the politi- 
cal parties] don’t get a single baht.” 
Former Social Action MP Seni Dam- 
makakul, a Pakistan-educated Muslim 
from the far southern province of 
Narathiwat, said the military is in no po- 
sition to criticise. “If the army contends 
that we buy votes, then perhaps it would 
explain what it does with the Baht 5 bil- 
lion it receives in secret funds,” he said 
at a recent political forum, asking: 
“Where do they spend it? How do they 
spend it?” Seni acknowledges that 
some of his colleagues buy votes, but 
said: “Where do the Thai people get an 
education in politics? Is the army teach- 
ing people about politics?” 


PP onephon, the son of Chart Thai 
leader and former major-general 
Pramarn Adireksarn, freely admits that 
parties often choose candidates for their 
local influence and for the amount of 
money they can contribute to a cam- 
paign. “At present,” he said candidly, 
“we have to accept candidates 
who are tycoons and gamblers 
because we have no real choice.” 
In future, he hoped, political 
groups will be financially secure 
enough to look for a better 
calibre of MP — one who woos 
his constituents not just during an 
election, but during the period of 
his tenure. 

In many ways the political 
parties, or their less-principled 
members, simply underline by 
words and deeds exactly what the 
military views as all that is rotten 
about the party system. There 
was no better illustration of this 
than the situation that led to the 
recent collapse of Prem’s govern- 
ment. It had all the classic ingre- 
dients: i nahe revenge, ram- 
pant indiscipline, absolute self- 
interest and blatant vote-buying. 

And what followed — free 
from legislative constraints — 
was equally distasteful and just as 
familiar: mass desertions from 
parties and an unseemly scram- 
ble to form new alliances by the 
same clique of politicians, many 
of whom had political pedigrees 
dating back to the days of the 
Thanom Kittikachorn-Prapas Charu- 
sathien military regime of the early 
1970s and who still refuse to move with 
the times. 

The result was the shattering of the 
SAP, the largest partner in Prem's coali- 
tion, at a stage in Thailand's political 
development where it was believed the 
parties were at last beginning to consoli- 
date. Joining in the outcry over what 
one columnist labelled “political prosti- 
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tutes,” a parliamentary newcomer told 
the REVIEW: “This is exactly what the 
military is always looking for to hit us 
over the head with.” 

The Thai-language Matichon news- 
paper called the whole affair “an ex- 
treme violation of political etiquette,” 
and poured scorn on the rebel govern- 
ment MPs who conspired to undermine 
the coalition. 

SAP leader Siddhi said the events of 
May amply demonstrate the confusion 
which has come to be part of the Thai 
political process. “It seems that we have 
had less men of principles than those 
without them,” he said. “Democracy 
cannot last long if politicians are to put 
their self-interest before national in- 
terest . . . My own personal experience 
tells me that the shady practices must 
cease, or they will constantly plague our 
national life and put the democratic sys- 
tem of justice in serious doubt." 

Asa rule, Thai politicians have never 
been held in high regard as compared 
with government bureaucrats, who 
enjoy much prestige. In a recent survey 
of 800 workers, Thammasat Univer- 
sity's Human Resources Institute found 
that about 80% of the respondents had a 
negative attitude towards the behaviour 





and performance of MPs. A similar sur- 
vey carried out in 1985 among people 
from seven different professions pro- 
duced pretty much the same results — a 
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clear demonstration that, despite more 
than seven years of parliamentary gov- 
ernment and the politicians' claims that 
the military has never given democracy 
a chance, traditional perceptions of 
politics and its practitioners remain, at 
least in the public's eyes. 

Suchit acknowledges that the parties 
have limited choices, but he contends 
that much more can be done in terms of 
regulations and disciplinary measures to 
control powerful financiers. *What hap- 
pens at the moment is that parties think 
of money first and, because of that, the 
financiers are given all the privileges 
and rise much faster in the party hierar- 
chy,” he said. “Something has to be 
done to slow them down." It is depress- 
ing that a good number of parties are 
merely a collection of self-interest 
groups stitched together for conveni- 
ence and simply fall apart when things 
are not going their way. 

While all this may provide ammuni- 
tion for the military, there are reasons 
to doubt the purity of its own motives as 
well and to question whether personal 
ambition does not often override 
principles. Individual senior army 
officers have been far from reluctant 
to play footsy with some of Thailand's 
more unprincipled politicians 
— as long as it has suited their 
purpose. And many also appear 
to enjoy a similar relationship 
with the very business interests 
that the military pretends to 
abhor. 


he available evidence sug- 

gests it was this convergence 
of interests that lay behind 
the downfall of Prem's ruling 
coalition, highlighted by the 
subsequent role of at least one 
senior general in helping to put 
together an alliance of old-guard 
politicians — many of them with 
connections to powerful banking 
and business families who have 
suffered as a result of the ad- 
ministration’s austere fiscal 
measures over the past two years. 
Their avowed aim: to block the 
return of Prem (and through 
him Finance Minister Sommai 
Hoontrakul) and to promote the 
political future of dismissed 
army commander Gen. Arthit 
Kamlang-ek, an outspoken cri- 
tic of Prem's 1984 baht devalua- 
tion. 

The hostile attitude of many 
banks can be traced back to the baht de- 
valuation and the heavy losses they took 
because they had not been aware it was 
coming. But they have also been aggra- 
vated by a government crackdown on 
sloppy and irresponsible banking prac- 
tices, particularly among a plethora of 
family-owned concerns — a move which 
foreign bankers say was long overdue. 
As one put it: "It is a typical case of a 
fairly good, conscientious government 
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being taken to task for changing the 


rules." 

Collusion between the military and 
business interests is nothing new in 
Thailand, though in earlier days army 
officers were much more directly in- 
volved in commercial activities. Tradi- 
tionally, wealthy businessmen have 
been no more keen than the military to 
see democracy take root in its fullest 
sense, viewing it as a fundamental 
obstacle to cosy personal arrangements 
that prospered without fear of competi- 
tion. 

While such mutual-interest relation- 
ships have never actually died out, 
events over the past few months — 
which culminated in retiring supreme 
commander Arthit's recent dismissal 
from his concurrent and much more 
powerful position of army commander 
(REVIEW, 5 June) — have shown that 
there has been a significant resurgence 
in the strength of these relationships, 
with the polarising effects of Arthit's rift 
with Prem spilling out and infecting the 
broader reaches of the body politic. 

As an establishment, perhaps the 
military's biggest blind spot is revealed 
in its approach to the Democrats. Of all 
the parties, it is the Democrats who get 
the severest caning from army officers, 
despite the fact that it is the most cohe- 
sive Thai party and has done more at the 
grassroots level in an organisational 
sense than any other political grouping. 
The acrimony may be partly explained 
by the fact that it is the country's oldest 
party and has traditionally carried the 
banner against military involvement in 
politics. It is also true that certain indi- 
vidual Democrat MPs have earned the 
undying hatred of military men for their 
outspoken views on the subject and for 
unwise personal attacks. 

But that is hardly the only explana- 
tion. The more extremist of rightwing 
Officers are suspicious of the Democrats 
because of the pany comparatively 
liberal views and its willingness to ac- 
commodate Left-leaning elements, 
which in their opinion makes the party 
vulnerable to subversion from the Com- 
munist Party of Thailand (CPT) now 
that the communist movement appears 
to be shifting the direction of its struggle 
from rural areas to the towns. This feel- 
ing may have been reinforced by claims 
that some leftwing students who re- 
turned from the jungle in the 1980s have 
been co-opted into helping in door-to- 
door campaigning because of the ex- 
perience they gained with the CPT in 
mass-mobilisation work. 

Perhaps a more significant factor in 
the long term is that the Democrats are 
doing — albeit still in a modest way — 
exactly what the military has criticised 
the parties for not doing: trying to 
broaden its base of organised popular 
support. As Suchit points out: “In the 
long run they stand the best chance of 
becoming the biggest party and this, of 
course, will jeopardise the military's po- 
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sition [in the overall power structure].” 

The irony of the present situation is 
that among the army critics of the 
Democrat Party are a heavy sprinkling 
of Prem’s own supporters, who may 
now have to rely on the party to act as 
the prime minister’s main political base 
even if they are aware that it is strongly 
opposed to a deeper military involve- 
ment in political life. 

Former 4th Army commander and 
anti-communist strategist Gen. Harn 
Linanond’s presence in Democrat ranks 
is an interesting counter-point to those 
who view the party as leftist. Formerly a 
close associate of Prem when the prime 
minister was 2nd Army boss in the tur- 
bulent northeastern provinces, and a 
tireless worker at grassroots level since 
he was appointed a deputy party leader 
last year, Harn says most of the other 
political parties continue to adhere to 
old methods. He explained: “Their 
philosophy is that ‘I have the money, I 
have the influence and I have the can- 
vassers to buy the votes’.” 


At: participating in four by-elec- 
tions, Harn agrees that money is 
still a big factor, either to induce con- 
stituents to vote for the right candidate 
or simply to purchase identity cards for 
as little as Baht 50-100 to ensure that 
their owners do not cast their ballots for 
an opponent. Given the high stakes, 
provincial officials predict that unpre- 
cedented amounts of money will be 
dumped in the coming elections — pos- 
sibly as much as Baht 4 billion. It would 
be too naive to believe that the Demo- 


crats are not adverse to opening the. 


purse themselves, despite Harn’s com- 
plaint that village headmen often can- 
not be relied on “because they have 
been bought by polluted MPs.” 

Leaving money aside, analysts say 
grassroots politicking is not altogether 
what it seems. Outwardly, provincial 
and municipal-level politics would ap- 

ear to be one way for a party to get a 

oot in the door, but given the fact that 
local assemblymen are distinct from na- 
tional MPs in not having to belong to a 
political party, it quite often does not 
work that way. 

In Nakhon Si Thammarat, for exam- 
ple, Democrat MPs may have swept all 
nine parliamentary seats in the 1983 
poll, but its local party affiliates failed to 
make any appreciable impact at all in 
the provincial assembly elections. In the 
eastern electorate of Chachoengsao, 
Democrat-aligned candidates picked up 
all 18 municipal seats, despite the fact 
that the three MPs in the rice-growing 
province belong to SAP and lower 
house Speaker Uthai Phimchaichon’s 
small Progressive Party. 

Another illustration was last year’s 
gubernatorial race in Bangkok where 
independent Chamlong Srimuang, a 
newly retired major-general and a 
former leader of the Young Turk move- 
ment, defeated his heavy-spending 
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Democrat rival by a landslide. In sub- 
sequent city assembly elections, the 
Democrats picked up the lion's share of 
the seats. Most analysts interpreted 
Chamlong's victory as a vote against po- 
litical parties in general, though there is 
little doubt that the celibate general's 
personality and the folksy approach he 
took to the campaign tickled the ima- 
gination of notoriously apathetic — and 
fickle — Bangkok constituents. 

The successful introduction of legis- 
lation allowing for elected governors in 
the rest of Thailand's 73 provinces is 
some way off, largely because of the op- 
position of the powerful Interior Minis- 
try, which appoints the incumbents 
from a revolving pool of senior bureau- 
crats. A politician said: “The Interior 
Ministry will probably always be a stum- 


bling block because it will lose out on 
PHOTOS: SOMPOTE PHEARKSUMLEE 


MERA * 


sovereignty of the masses.” 


what it is used to — power in the pro- 
vinces. ” 

Some governors themselves are 
known to be in favour of the idea, but 
they worry about the impartiality of 
elected candidates. They also see a 
danger of influential figures buying 
their way into the position and, estab- 
lishing a warlordship. 

Voting patterns vary considerably 
across the country, ranging from the 
traditionally poor 20-30% turnouts in 
Bangkok to 60% or 70% in some dis- 
tricts of the northeast, where a once-vir- 
ulent insurgency has tended to exacer- 
bate political awareness. 

The apathy of Bangkok voters is a 
telling irony, given that changes of gov- 
ernment through military coups have in- 
evitably taken place only in the Thai 
capital, but it is also a symptom of cyni- 
cism and the absence of the sort of com- 
munity spirit and cohesiveness that is 
found in provincial village life. In Thai- 
land's prosperous south, constituents 
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ténd to vote for parties rather than indi- 
viduals. In the north and northeast, vot- 
ers are more likely to have their heads 
turned by influence or money. 

Thai analysts say politics at the dis- 
trict and village level depends very 
much on personal relationships and on 
the individual candidate's ability to es- 
tablish links with kamnan (community 
leaders) and puyaiban (village. head- 
men). It is here parties must begin, 
working their way up to the municipal 
or provincial assemblies. 

As it stands now, the parties are built 
from the top down, without the pyramid 
of representation that could be achieved 
by regional or sectional organisation. 
Indeed, the leadership gives the impres- 
sion of being more intent on the 
Bangkok political scene than on ensur- 
ing representation of its constituents’ in- 
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terests. And individual MPs, for their 
part, do not seem at all convinced that 
such representational activity is the pri- 
mary motive for them being in parlia- 
ment. 


s a result, the rural population has lit- 

tle faith in MPs as the best repre- 
sentatives of their interests — a problem 
aggravated by the relatively short par- 
liamentary sessions with their endless 
procedural debates and an ever-increas- 
ing backlog of legislation. If a serious 
problem arises, people do not look to 
their MP, unless he has stature in his 
own right. Instead, they turn to some- 
one of genuine standing, either a mili- 
tary figure or a senior bureaucrat, in 
what is little more than a throwback to 
the days when complaints were aired at 
the palace gates. 

The Interior Ministry does have a 
democracy-building programme in 
rural areas and some governors pursue 
it with commendable vigour. But re- 
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tired general Saiyud Kerdphol is not 
particularly impressed: “The [ministry] 
is not democratic in its day-to-day func- 
tions, so how can the people be expect- 
ed to believe what it says.” No matter 
how genuine the ministry’s efforts may 
be, he could be right. In academic cir- 
cles at least, there is a widely held belief 
— supported by a good deal of evidence 
— that the bureaucracy and successive 
governments have worked constantly to 
undermine any signs of organisation by 
the country’s 40 million farmers and 
their dependants. 

Saiyud, who is forming a watchdog 
group to observe the coming election 
campaign, is keen to see a better accom- 
modation between the military and civi- 
lians. But he has a better appreciation 
than most about the difficulties that lie 
ahead, particularly over the leading role 
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the military sees for itself in political and 
social development. 

"In a democratic situation, the mili- 
tary has to confine itself to national 
security," he said. “But whether it is 
willing is a different matter. When they 
say they are democracy-loving, they 
also keep saying they have to do it for 
us." As he sees it, the danger is that gov- 
ernments tend to respond to the mili- 
tary, rather than to the people. | 

Autocratic rule has left its mark on 
Thailand in many ways, fostering 
among Thais a propensity to look to in- 
dividuals for advancement and protec- 
tion, not to institutions and processes. 
The 1932 coup-makers, who overthrew 
the absolute monarchy and drew up the 
country's first constitution, failed to in- 
stall the sort of democratic institutions 
that would have bridged the ideological 
gap between Western concepts of par- 
ticipatory government and traditional 
political ideas — leaving power in the 
hands of the military and the senior 
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bureaucracy, and creating a system of 
administration, heavily dependent on 
authority, personal relationships and 
cliques. | 


ven today, Thais remember with 

fondness the days of the late strong- 
man field marshal Sarit Thanarat (1958- 
62) — the first. Thai, leader to really 
understand the political importance of 
rural development, Corrupt he may 
have been, but that. was, overshadowed 
by his image as a father figure with a 
brand of decisiveness — and a measure 
of ruthlessness — that 25 years later still 
meets with widespread approval. 

Sarit's foreign minister, Thanat Kho- 
man, probably encapsuled. his, leader’s 
ideas when he told, an American. audi- 
ence in 1959: “If. we look at our national 
history, we can very, well see that this 
country works. better, and _prospers 
under an authority, — not a tyrannical 
authority — but a.unifying authority 
around which all elements of the nation 
can rally. On the, contrary, the dark 
pages of our history show that whenever 
such an authority is lacking and disper- 
sal elements had their play, the nation 
was plunged into, one disaster after 
another." : 

Thanat. may, very well have, been 
looking down the road to 1973, when a 
popular uprising : overthrew the 
Thanom:Prapas .regime. that. had in- 
herited Sarit’s patron-client empire. 
While the upheaval may have ended the 
strongman era and brought far-reaching 
changes to the balance of power which 
are still being felt today, the three years 
of turbulent democratic rule that fol- 
lowed alarmed .Thailand's establish- 
ment — and a good many ordinary 
Thais as well. In hindsight, it may have 
been inevitable, but the coup of Oc- 
tober 1976 only served to show that 
democracy, in whatever form, would 
only be achieved by evolution, not by 
rapid change. 

Thanat’s unifying authority is now 
without a doubt embodied in the person 
of King Bhumibol Adulyadej, who has 
reigned over Thailand for the past 37 
years. It was during Sarit's rule that the 
monarchy came to assume a much more 
prominent role than it had enjoyed in 
the previous 25 years. And it is perhaps 
inevitable in a country which feels most 
comfortable with a father figure, that the 
vacuum left after the 1973 uprising has 
been filled to a degree by the respected 
58-year-old monarch — certainly during 
times of national crisis. However, this is 
not necessarily a desirable trend be- 
cause visibility can also mean vulnera- 
bility. 

Prem, who has more reason than 
most to appreciate the king's counsel, 
was partly prevented from capitalising 
on an unprecedented period of political 
stability by the collapse of Thailand's 
commodity markets and a general 
downturn in the world economy. 

Yet a greater measure of public as- 


43 


' situation. Not 
ly did. he neglect i the sensitivities. of 
ted. politicians in adopting policies 
lated by appointed ministers, but 
and: his administration failed abys- 
illy to match doom-and-gloom fore- 
ásts with offerings of hope. Worse — 
nd herein lies a flaw shared by most 
revious administrations — he did not 
dequately explain what the govern- 
int was doing and why it was doing it. 
Rightly or wrongly, a good percent- 
ge of the population would probably 
eel a lot more comfortable with a deci- 
ive leader, rather than one who gov- 
rns essentially by consensus. Such an 
ttitude, coupled with a general lack of 
onfidence, in and respect for civilian 
oliticians, tends to put the brakes on 
he pace of democratic growth. It pro- 
ides a ready explanation to why the 
earch for a leader already appears to 
tweigh in importance the outcome of 
> elections. 

And it also underlines why there is a 
uctant acceptance of the dictum that 
Lis a lot safer to have a non-partisan, 
on-elected prime minister with a mili- 
ary background than a party leader of 
nknown quantity who may feel em- 
jXuldened enough to throw away the rule 
ook. Prem has the right credentials, 
ritics in the street seem to be saying, 
ut he is not a man of action. 















































































verall, however, there is much to be 
encouraged by, and, at this point, 
appointed leader might not be such a 
ad thing as a way of balancing the vari- 
us factions and keeping a stable gov- 
rnment on course until such a time that 
he many flaws are.corrected and true 
emocratic mechanisms are fully in 
lace. Taking 1973 as a benchmark, the 
olutionary process has advanced at a 
ady if unspectacular pace. 
Indeed, at some time in the future 
istorians may be bold enough to 
ggest that the coup d'etats and up- 
avals that have unfairly characterised 
ailand as an Asian "banana republic" 
y have been a necessary part of that 
ocess. They might hold as well that, 
spite the inherent risk of rash acts, the 
ry fact that the military is fac- 
ionalised has contributed in giving the 
igdom the necessary breathing space 
9 improve on the democratic experi- 
nent. 
. Butthere is still a lot of rocky ground 
t to negotiate, with some of it depen- 
nt on greater enlightenment and a 
tter appreciation of what democratic 
inciples are all about, and some of it 
ependent on the uprooting of outdated 
ocial values that continue to facilitate 
ocial injustice and deny equal rights to 
-great proportion of the population. 
lemocracy in Thailand does not need 
be the standard Western model. It 
hould, however, be designed along 
es that meet and satisfy the. aspira- 
ions oti its: people, B 
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ural voters sup 


|-Back at the time of 
y the last general elec- 
| tion in. 1983, 24,622 
| voters in this small 
| Central Plains pro- 
| vince decided the 
y Chart Thai Party can- 
"i didate, a retired 
police general, would best serve their 
interests as Singburi's sole parliamen- 
tary representative in faraway 
Bangkok. Said 52-year-old Bueng Oh 
village  headman  Vijit Ngorkon: 
“Everyone here goes for the person 
rather than the party, and we chose him 
because he came from here and we 
thought he could use the influence he 
had from his police days.” 
They were to be disappointed. 
Former police education bureau assist- 
ant commissioner Lieut-Gen.. Sueb 
Phongsuwan might maintain a house in 
his home district town of Inburi, but he 
seems to have been generally conspicu- 
ous by his absence. Bueng Oh is only 
two miles from Inburi along an all-weath- 
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town. As the headman notes with classic 
understatement: “We - thought 





of him." 


ded MP Bunthong Songpráeha and 
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Civil servants viewed - 
with fearful respect. 
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Ballots Not Gule 


| Thailand’s 







mee hand guaranteeing 
JI continuity and stabil- 
| ity as administrations 
f have come and gone 
o 71 through the trauma of 
military intervention, and on the other 
presenting a daunting obstacle to the 
growth of truly representative govern- 
ment. To dig up the bureaucratic trench- 
works and make the monolith more 
responsive to political wishes means to 
weaken the backstop it has represented 
— and may still be called upon to repre- 
sent— in times of national crisis... 

In a kingdom where politics has trad- 





individuals, not parties S 


By John McBeth in Singburi, central Thailand 


er road, yet the elderly general was | 1 
never a visitor, and Vijit says he has- 
only seen him twice in the past three 
years — once during the election cam-- 
paign andonce three months later in the x 


Be! 
‘should have been around more often. | € 
He hasn't lived up to what we expected | 


-Sueb may be the rule, rather than the | 
exception. In neighbouring. Chainat. 
province to the north, fellow Chart Thai. 


bureau=.. 
l| cracy is in many senses. - 
| an enigma, on the one 


a Tanal level . 


; handshaking act tiv 
-cial functions — 











Prachakorn Thai: Party representative 
Prasit Donphongam. ‘do. not appear to 
have spent much time rubbing shoul- 
ders with their constituents either. A 
former provincial assemblyman and his 
wife, encountered on a dusty country 
road, said they had never seen Prasit 
during his tenure, despite the fact he 
topped the poll with 55,383 votes. As 
for Bunthong (54,965 votes), they had 
met him once at a meeting in the nearby 
district town of Hankha and on another 
occasion when floods ravaged the area 
in 1983. 

Community leader Chin Klaithong, 
51, who presides over a scattered com- 
munity of 2,700 people, told the 
REVIEW that neither candidate had ap- 
peared there since the last elections. 


“They worry more about their positions 


in Bangkok than visiting us here," he 
said. “As far as I’m concerned, they’ ve 
proved they are not fit for the job. They 
are more worried about making a name 
for themselves.” ` 

Surprisingly, 
















ibout their prob- 


„lems: i , whose village 
.boasted an 80% urnout in the 1983 
‘poll, believed such an approach was 


“too aie and said philosophically: 

an't go around to 
ise they are doing 
Anyway, politi- 


cians don’t really : t icone val: 


itionally been regarded as a dirty busi- 
ness — and often is — the bureaueracy 
is seen to embody a rhetoric purity of 


| purpose. Politicians are always said to 
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"play" politics, with little expected of 
them in terms of integrity. Their per- 
ceived penchant for causing trouble has 
been the stated reason for many of 
Thailand's coups. Bureaucrats in the 
Thai language, kha ratchakan, are liter- 
ally "servants of royal affairs" 'and, as 
such, are looked on by the common 
people with a certain fearful respect. 

This, however, is mostly due to the 
power they wield and the fact that they 
are not held accountable to anyone but 
their superiors: within their department 
or ministry, Atis for 
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liamentarian Col Phol Rerngpraservit, 
whose maverick reputation in Bangkok 
is belied by the standing he enjoys in his 
native province. Phol, 55, may not get 
his shoes dirty in the paddy fields, but he 
has a representative in each of Uthai 
Thani's 10 district towns, earns praise 
from both local authorities and voters 
alike for the interest he takes in provin- 
cial affairs and seems almost a shoo-in 
for the coming elections. A Nong Chang 
district official said of Phol: *He doesn't 
go against anyone and he always gives 
and never takes anything away." 


[D rechathipitai, or democracy, is still 
only a word to most rural dwellers. 
Vijit estimates that only about 40% of 
his villagers understand what demo- 
cracy is all about — roughly the same 
percentage who voted in the 1983 elec- 
tions. “The people get bored with elec- 
tions,” he said. “Everyone here has tọ 
work hard, and they think it is a waste of 
time to go and vote.” Even the provin- 
cial assemblyman, whose wife said she 
would vote “if I have time," appeared 
to. have a somewhat distorted view of 
democracy. “As long as the government 
has money for elections, then demo- 
cracy will go on,” he said. “If the gov- 
ernment doesn't have any money, then 
elections won't be held and there will be 
no democracy." 


i * 


bureaucrats are often unwilling to ac- 
cept policies and directives from po- 
litical leaders, particularly those who 
do not have a civil-service back- 
ground. 

The Thai bureaucracy began to be 
institutionalised early in the Ayut- 
thaya period (1350-1767) when King 
Ramathibodi I introduced a system 


known.as “the affairs of four areas" — | 


the capital, then Ayutthaya, palace, 
treasury and land. There was no divi- 
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Cambodian refugees; lifting supplies to hill villages: wooing provincial voters. 





None of the villagers the REVIEW 
talked to in Chainat or Singburi admit- 
ted taking money from party canvas- 
sers, but some did say they had been 
treated to feasts during the last election 
campaign. Asked how that would tend 
to influence his vote, one farmer replied 
rhetorically: *If you take something 
from someone and don't give him some- 
thing in return, then you are committing 
a sin." This same Buddhist-like senti- 
ment is repeated in other parts of the 
country, but in many provinces these 
days local officials openly advise voters 
to take the money or whatever else hap- 
pens to be offered — and then vote how 
they like. 

Chin's community, which recorded a 
commendable 76% turnout in 1983, 
voted largely as a bloc — a practice that 
seems fairly widespread in country 
areas. Before the poll, Chin called 
meetings with his villagers and then his 
village headmen and, together, they 
went over the list of candidates, finally 
settling on Bunthong and a Democrat 
hopeful. Most of the villagers are said to 
have followed their recommendation. 
"We look at the party first," the influen- 
tial community leader explained, “but if 
they send a candidate we don't like, 
then we don't vote for him." 

Diplomats from one Bangkok-based 
embassy, who have been breaking new 














sion of civilian and military respon- 
sibilities, and the king's governing 
power was confined mostly to Ayut- 
thaya and its surroundings, with neigh- 
bouring terrain under feudal princes. 
The reign of King Trailok (1448-88) 
saw an effort to pare away the 
power of the princes and to re-organise 
the administration along military and 
civilian lines. The new civilian structure 
was made up of a headquarters or met- 
ropolitan organisation, comprising four 











ground by undertaking a systematic pre- 
election tour of all of Thailand's 73 pro- 
vinces, say they have detected a discern- 
able drift away from the blind accept- 
ance of financial inducements and 
more concentrated attention on what 
the local parliamentarian has ac- 
complished during his term. As one put 
it: "What we have seen so far suggests à 
call for a better accounting." 

While it is difficult to determine how 
far this trend goes, the emphasis on 
quality in provinces where officials have 
undertaken energetic democracy-build- 
ing programmes is certainly a new factor 
in the election equation. So too is the in- 
terest being shown by an increasing 
number of provincial assemblymen in 
making the move from grassroots to na- 
tional politics. 

Foreign Minister Siddhi may have 
captured it all when he said in a recent 
speech: “No greater task faces this 
country and no challenge is more de- 
serving of our effort and energy than to 
revitalise and strengthen our democra- 
tic institutions all across the board. For 
too long we have taken our democracy 
— and our own people — for granted. It 
would be a great mistake if we were to 
believe that this country is populated by 
fools." In Thailand today, it is a warning 
that political parties would be advised 
not to take too lightly. 
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ministries based on King Ramathibodi's 
system, and a provincial administration 
divided into a central territory and four 
newly created outlying provinces super- 
vised by officials instead of feudal 
princes as before. 

More than a century later, King 
Naresuan the Great replaced the 
princes altogether with governors ap- 
pointed by the central government. But 
problems over control of the provincial 
administration persisted. Poor trans- 
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portation and communications meant 
that many of the provinces remained au- 
tonomous and- governors. were left to 
their own devices as long as they con- 
tinued to meet the revenue demands of 
the capital. vt ES ae A n re 

Abuses of local justice wete common 
and, because there were no regular 
salaries, officials,.were allowed to. raise 
their personal incéme-from the popula- 
tion — usually in the form of goods and 
services as well as tax and tribute pay- 
ments. The legagy eiéoslbininstieeand 
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corruption Vy ds. qa t is still in 
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the chief ministers of civilian and mili- 
tary affairs and also among officials in 
the provinces where the division of 
power was equally unclear. 

The groundwork-for-the restructur- 
ing of the bureaucracy, was laid by King 
Mongkut,...(1851-68), a- 
monarch who realised that 
modernisation programmes 
launched under the umbrella 
of effective centralised gov- 
ernment were the only way to 
stave off the looming threat 
of Western colonisation: But 
most of the credit formits im- 
plementation goes to his suc- 
cessor, King Chulalongkorn 
(1868-1910), who. in 1892 ini- 
tiated sweeping adminis- 
trative reforms under which 
the two chief ministér posts: 
were abolished, new-minis- 
tries established alongl West- 
ern lines and government em- 
ployees placed on salaries. 

The key. to. centralised 
control —.and. therefore. to 
the dismantling of the old sys- 
tem — lay with the Ministry 
of Interior, which was de- 
veloped into the hub of a net- 
work of authority extending 
down to regional, provincial and district 
levels and in turn to tambons, or com- 
munes, and villages. Governors were 
subordinate.to powerful regional com- 
missioners, with assistance and advice 
afforded by two provincial councils. 


he bureaucratic machinery. that 

emerged in the interests of moderni- 
sation inadvertently triggered a chain of 
developments which brought an end to 
the absolute monarchy 30 years later. 
And with no political structure to take 
its place, the power vacuum was quickly 
filled by the military in alliance with 
senior civil servants — a situation that 
still exists in large measure today. 

While the popular uprising of 1973 
did bring a dislocation to the pattern 
and while Thai society has become more 
pluralistic, the transformation from a 
military-dominated bureaucratic polity 
into a participatory democracy is still a 
continuing process. 

In the 90 years since the great refor- 
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mation, the only significant change in 


the Thai bureaucracy has been the way 


it has expanded. The period between 
1933 and 1980 saw the creation of six 
new ministries, 86 new departments and 
1,121 new divisions — the majority de- 
signed to take over existing functions 
rather than being given new tasks. At 
the same time, the number of govern- 
ment officials has grown to nearly amil- 
lion, in a population of 53 million. ` 

For years, and to a considerable ex- 
tent today, the bureaucracy has re- 
mained the primary channel for upward 
social mobility. Although the growth of 
materialism has led to an increasing 
number of young people rejecting the 
prestige of government service in favour 
of the richer rewards offered by private 
business, a cynical view may be that 
even economic considerations cease to 
be a factor given the way bureaucratic 
factionalism promotes self-interest, 
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Bangkok governor Chamlong on tour: taking bureaucracy to the people. 


favouritism and nepotism — and inevit- 
ably corruption. | 

In many cases, officials have gone to 
the same schools and had parallel 
careers. — Patron-client | relationships 
thrive, cemented by a traditional defer- 
ence to authority in which lower-rank- 
ing civil servants are only inclined 
to report what their superiors want to 
hear. 

One of the serious weaknesses of the 


. bureaucracy at the workingman's level 


is perhaps best illustrated by. the 
number of provincial dwellers who find 
it necessary to travel to Bangkok to air 
their grievances, in many cases minor 
disputes that provincial officials have 
been unable or unwilling to resolve. 
During the 10-year rule of the 
Thanom-Prapas regime, which ended in 
violence in 1973, civil servants found to 
be corrupt, inefficient or guilty of a seri- 
ous misdemeanour were packed off toa 
far-flung province as punishment, 
thereby allowing them the opportunity 


of carrying on where they left off — free 
of supervision. 

Such a thoughtless policy inevitably 
rebounded and contributed signifi- 
cantly to the growth of communist in- 
surgency in Thailand and to the average 
rural Thai's perception of government 
in general, particularly when it was in an 
individual district officer's power to at- 
tach a “communist” label to anyone he 
did not like. 


T3 practice. now appears to have 
been reversed, but it is still true that 
many people have an inherent fear of 
the district office and the local police 
station because of the attitude of many 
officials who feel they have little obliga- 
tion to be helpful. It is usually the un- 
sophisticated lower-income earners. 
with scant knowledge of necessary 


paperwork and complicated bureaucra- 


tic procedures, who have the most dif- 
a ficult time. “Normally, the 
4| average official will look you 
over and tailor how he treats 
you to your level of literaéy 
and standard of dress,":ex- 
plained one. educated Thai. 

A prominent political 
scientist calls the bureaucra- 
tic penetration of the coun- 
tryside “internal colonisa- 
tion.” The governors, vice- 
governors, and deputy gover- 
nors of 72'of Thailand’s 73 
provinces are all. appointed 
by the Intérior Ministry; the 
one exception being the 
elected head of the Bangkok 
metropolitan area. So too are 
the district officers who have 
direct supervision over lo- 
cally elected commune lead- 
ers and village headmen. 

But there are at least the 
trappings of democratic pro- 
cedure. The governors must 
have their annual budgets ap- 
proved by the provincial assemblies be- 
fore they go to the Interior Ministry and 
they are obligated as well to listen to 
the recommendations and suggestions 
of assemblymen, whose local know- 
ledge is superior to their own. 

On a broader plain, there is concern 
among political leaders, economists and 
even a cross-section of senior civil ser- 





vants that while the bureaucracy has en- 


sured continuity of government, the ris- 
ing expectations of Thais and the chal- 
lenges of a rapidly changing world de- 
mand far more vigorous and effective 
action than it seems prepared or is 
equipped to take. One-time economic 
overlord Boonchu Rojanasathien, a 
vocal advocate of civil-service reform, 
believes Thailand will never achieve 


socio-economic takeoff unless the bys- 


tem is restructured. 

Recalling his first encounter with the 
bureaucracy as an elected government 
minister, Boonchu says: “I quickly. dis- 
covered that I was not meant to; have 


“sit 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can. afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 


for yourself whether any other single medium puts the _ 


economic, social and political realities of Asia at your 
frigonips as does the Asia Yearbook. 


Now In Its 27th Edition 


The- Asia 1986 Yearbook, now in its 27th ye year, is bigger 


and: more comprehensive than ever before. Matching 


the rapid pace of Asian development, it goes into great- _ 


er detail, with greater insight — a book which everyone 
who needs to know about Asia must have t on he book- 
shelf. 


Features | 

The Asia 1986 Yearbook includes iwon new w chapters - — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian investment, Commodities, 
Energy, Aviation, Shipping, Fishifig, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
ofthe year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, TURPE a full military profile of each regional 
country. 

The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
cae to New Zealand. 









Each cc Santry is discussed with up-to-date reviews of its 

Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you jocalised, first-hand information on everything from 
mark otential and population trends to foreign aid in- 
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How We Did It I 
Published by the Far Eastern Economic Review, th 
Asia 1986 Yearbook is the result of thousands of man 
hours of work during the year. Every week, the Review’ 
correspondents file on-the-spot reports from ever 
major Asian capital and every area of interest through 
out the region. This leading team of writers, analysts 
experts and research staff contribute (as they have reg 
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ideas, let alone policies. Since the 
bureaucracy enjoyed a monopoly on the 
identification of social problems, it was 
the bureaucracy that actually initiated 
and set policies for the political leaders, 
instead of the other way round." 
Former finance minister Amnuay 
Virawan, himself a 19-year veteran of 
the civil service, agrees. Pointing to the 
climate of distrust that exists between 
the public and private sectors, he told a 
business meeting last year: “It is not the 
government's job to protect ‘the people’ 
and ‘the state’ from the private sector. 
We all belong to the same side. The peo- 
ple are the private sector and the farmer 
is the greatest entrepreneur of them all.” 


n a paper discussing “Thailand in 

the 1980s,” Thinapan Nakata, of the 
respected National Institute of Develop- 
ment Administration, argues that gov- 
ernment behaviour has closely resem- 
bled bureaucratic behaviour because of 
the way the civil service has exercised a 
dominant influence over the executive 
in the administration of state affairs. As 
a result, he says, there is a preference 
for routine over policy-oriented tasks, 
a tendency to focus on immediate prob- 
lems rather than plan for the long term, 
and a general disinclination to face up to 
problems and implement solutions. 

“In policy implementation, the gov- 
ernment tends to place its interests first, 
together with those of its supporters, in- 
stead of being responsive to the public 
interest,” Thinapan said. “This can be 
accounted for in part by the fact that the 
government's power base is not depen- 
dent on popular support." Neither, for 
that matter, are the political parties, 
which have lagged far behind in grass- 
roots organisation. 

"Asa nation, we expend a great deal 
of energy and attention upon develop- 
ing our political maturity," Boonchu 
said. "But if elected governments are 
basically helpless in the face of an inde- 
pendent bureaucracy which can, if it so 
desires, obstruct the implementation of 
any or all policies, then all this national 
effort is for nothing." 

Certainly the bureaucracy has been 
Obstructive, but politicians have them- 
selves to blame as well. Many parties 
have no coherent platforms, their mem- 
bers lack discipline and too often, as in 
the bureaucracy itself, self-interest is 
the main motivating factor. 

What this comes down to is not sim- 
ply enforced reforms but, as Amnuay 
stresses, a comprehensive change of at- 
titude on both sides — a complex task 
that requires a revolutionary rethink of 
traditional values and practices and gen- 
eral perceptions of Thai society. 
Bureaucrats, on the one hand, must ac- 
knowledge what they are supposed to 
be, servants of the people, and politi- 
cians on the other must reflect the senti- 
ments and wishes of the constituents 
they are meant to represent. 

— John McBeth 
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of 40 million farmers 


If big business was 
partly responsible for 
bringing down the 
Prem government, as 
| seems to have been 
the case, then it 
underlines a disturb- 
ing imbalance in the 
political life: the rural 
poor, who contribute overwhelmingly 
to the country's foreign-exchange earn- 
ings, have never been able to make their 
voice heard in the corridors of power, 
let alone apply decisive pressure on an 
inept or negligent administration. 

A recent seminar involving par- 
liamentarians, trade unionists, farmers 
and academics concluded that the influ- 


Ballots Not Bullets 


Rice worker: conservative. 





ence of the bureaucracy was by far the 
most important barrier to an effective 
lobby for the country's 40 million rice 
farmers and their dependants. Other 
factors, they decided, ranged from the 
lack of an obvious geographic foeal 
point to the docile and conservative na- 
ture of the farmers themselves and a 
consistent low level of subsistence that 
offered no particular flashpoint for pro- 
test. 

It only takes a tour of the provinces 
making up the Chao Phraya River basin 
heartland to discover just how passive 
the rural dweller is. Asked the reasons 
for the absence of an effective rice 
lobby, Raden Siriwinan, at 42 the only 
female village leader in Uthai Thani 
province, replied with disarming blunt- 
ness: "No one will listen to us because 
we are stupid." Other village leaders 
made much the same self-deprecating 
comment, saying they were too busy 
trying to make ends meet to worry 
about anything else. 


Community leader Chin Klaithong, 
of Khao Kaew village in the Sanphaya 
district of Chainat, says he does not 
understand why the farmers have never 
got together. *Whatever the govern- 
ment does has been wrong and the farm- 
er gets poorer," he told the REVIEW. 
“Why doesn't the government allow the 
farmers to convey their problems to the 
person who is directly in charge?" he 
said. 

Former deputy army commander 
Gen. Thienchai Sirisamphan, whose 
newly named Rassadorn (people's) 
Party hopes to establish a foothold on 
the rice-growing Central Plains in the 
coming general election, describes the 
farmers as being a part of Thailand's 
national character. “Tradi- 
tionally,” he said, “they are 
patient and have a lot of endur- 
ance.” 

That may be so, but the fact 
remains that rice prices are the 
worst they have been for many 
years and, if farmers may still 
be a long way from marching 
on Bangkok, the level of dis- 
content appears to be rising. 
The depressed state of the 
world rice market presents the 
government with a viable ex- 
cuse at this point, but farmers 
are not impressed by argu- 
ments that the affects of the 
controversial US Food Secu- 
rity Act, which offers. price 
supports to American rice 
growers, have been a signifi- 
cant factor as well. They say 
their position was unaccepta- 
ble long before the US legisla- 
tion was introduced and feel it 
can only be addressed through con- 
certed lobbying by the Thai Govern- 
ment to secure a more helpful and con- 
sistent policy. 

The only time the farmers have 
shown signs of uniting, during the 
so-called democratic period in the mid- 
1970s, their leaders were subject to 
harassment and murder. Between 
March 1974 and August 1975, at least 21 
leaders of the now-defunct Farmers 
Federation of Thailand (FFT) — then 
said to number about 100, farming 
families — were assassinated, most of 
them in the northern and northeastern 
provinces. No one was ever charged for 
the killings, but they are suspected to 
have been the work of rightwing ex- 
tremists, who saw the FFT as a com- 
munist front organisation. 

In the years since, police and provin- 
cial authorities have kept a close and 
sometimes overbearing eye on any 
groups seeking to form politically active 
pressure groups. Either unwilling or un- 
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| able et o deal with the gro h of 
participation, the bureaucracy invari- | 
e nisb leaders of pr Seite dto) bei g 
troublemakers or eei seva jabek 
| they also attach to the few MPs who | 
have attempted to act as a liaison be- 
tween demonstrators and government 
agencies. In the case of the latter, 
it- is sometimes difficult to judge 
whether the farmers" interests come 
first, or whether the party concerned 
is merely using them to serve its ‘own 
| purposes. n5 
Farmers' reptéieiadiyés Who iye 
been "invited to express their views on 
govérnment rice policies have only been 
allowed to do so on tlie understanding 
that they would not protest or criticise. 


IT 8 popu 





The result, ‘according to Suphanburi . 


province village headman' Prot 'Paichit, 

is that the government is not scratching 
the itchy place, it i$ not helping i in the 
right area.” 

The only real exc Sich to a rule that 
covers almost the oa tire ágriculture sec- 
tor has been the PübetanE. planters, 
who; have managed'to organise them- 
'selves'into a strong lobby because of the 

geographical concentration of cane- 
growing areas — particularly those in 
the western  proVifices 
Songkhram; Kanchaáháburi, Ratchaburi 
and Pétchaburi — and the fact that MPs 


in these electorates clearly owe the | 


sugat lobby a political debt. 


But even the sugar growers have | 
their share of problems. Earlier this | 


year, the secretary-general of the Unit- 
ed Association of Thai Sugarcane Plant- 


ers Association, Prasarn Opaspakorn- | 
kit, 50, was shot déad on the outskirts | 
sugarcane - 


of Bangkok. A' simple 
planter himself, with only a rudimen- 
tary éducation, Prasárn had been an ar- 
dent advocate of a 70-30 profit- sharing 
schere with milloWriers, which is now 
part of Thai law. “S '* 
Parliamentarians’ if general have 
failed to establish a meaningful relation- 
ship with interest groups — be they 
farmers or urban workers — which is 
one of the reasons why Thais do not 
fully understand thé influence of the 
rice lobby in the US and the input it had 
in the implémentation of the Food Secu- 
rity Act. The farmers, for their part, are 
critical of MPs for being concerned only 
with their own political fortunes and ap- 
pear to have little faith in either elec- 
tions or parties because of their convic- 


tion that they are driven by corruption - 


are the financial ambitions of individu- 
als. 

“THe House of Representatives must 
explore’ the ways and means to serve 
the Thai public fully and effectively 
in all-aréas of political, social and 
economic” life,” said academic and 
newly *named Democrat Party candi- 
date Surin Pitsuwan. *Unless and until 
it can dó that, respect and legitimacy of 
the institütion will always be in question 
and its rele impaired.” 


m RE — John McBeth 
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Party liberals push for free academic debate 


By Robert Delfs in Peking 


T2 Chinese intellectuals, the phrase 
"double hundred," is powerfully 
and doubly evocative of hope — and 
pain. When the slogan “Let a hundred 
flowers bloom and a hundred schools of 
thought contend" appeared 30 years 
ago in a speech by Lu Dingyi, then 
Chinese Communist Party propaganda 
chief, it seemed to herald the first move 
towards a liberalisation of policy to- 
wards intellectuals since the party had 
taken over the country in 1949. These 
hopes were dashed in the anti-rightist 
campaign that followed scarcely a year 
later, when hundreds of people were 





Lu: double-hundred principle. 


executed and hundreds of thousands. 


exiled to labour camps. 


The recent appearance of numerous. 
articles in the Chinese press on the 


theme of double hundred is an attempt 
by party liberals to claim a sphere of au- 
tonomy for certain categories of intel- 
lectual endeavour, primarily academic 
research. The articles appear to be coor- 
dinated by the party leadership, and the 
key player is probably Zhu Houze, head 
of the party propaganda department, 
who replaced the conservative Deng 
Liquni in July 1985. 

" Academic debates in socialist socie- 
ty generally do not have the character of 
class struggle," wrote Su Shuangbi, dep- 
uty director of the Peking Guangming 
Daily's theoretical department, on 30 
April. “Differences in academic views 
can only be resolved by letting a 
hundred schools of thought contend," 
he said. “Non-Marxist views are no- 
thing reactionary,” Su continued, “and 
not all non-Marxist views are wrong.” 





I 
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But Su cautioned that certain *mark- | | 


edly harmful" viéws — that socialism is 
inferior, that China is no longer socialist , 
and those that slander communism — 
must be rejected. | 

Some movemént on academic free- 
dom may be possible precisely because 
the objective hás been carefully limited. 
This is not freedom of speech in the ab- 
solute political sense, but 
academic freedom for licensed profes- 
sionals, operating within their sphere of 
competence. The argument in favour of 
academic freedom is linked to China's 
modernisation and ultimately to the dis- - 
credited 30-year-old Maoist slogan 
which, outside the party, symbolises the 
cruelty of the party's treatment of intel- 
lectuals. ` 

Slogans play a, ‘powerful role in 
Chinese political culture as a repository 
of political. principles, defining the 
grounds of political discourse. They are 


far more potent political tools than such — 
legal ephemera as even the state con- - 


stitution, under which freedom of 
speech is theoretically guaranteed. 


Once sanctified, slogans may endure | 
long after the policies they represent are | 


abandoned, to be drawn on by new poli- 
tical players in the future. Double 


hundred is cited today as a resolute | 
rinciple which, however, suf- 
rom bumps and zig-zags in im- - 
plementation. This is not unrelated to — 


party 
fered 


the way in which the ideological flexibil- 
ity of post-Mao China has come about 


through reinterpreting the concepts of | 


socialism and Marxism, while the basic 
formulation that China is socialist and 
Marxist remains unchanged. 

Political free speech has its slogans 
too. The difference between <‘ ‘speaking 


out and airing views in a big way” and | 


double hundred was discussed in an un- 
usual article by Lu, now retired, in the 
Guangming Daily on 7 May. “Comrade 
Mao Zedong took over the slogan 
‘speaking out and airing views’ and 
added to it, ‘holding great debates and 
writing big- -character posters’ as a 
means of struggle to counter-attack 
rightists i in the anti-rightist campaign of 
1957,” Lu explained. 


During the Cultural Revolution 


these slogans were used by rebel organi- 
sations to persecute veteran cadres, in- — 


tellectuals and the masses, Lu said, and 
were incorporated into the state con- 
stitution. But they have been deleted 
from the current constitution. 
quite right,” Lu said, “but we must 
anora to the double-hundred princi- 
es 
d Broader scope for academic freedom 





rather . 


"This is — 
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would effectively legitimise what has 
become common practice in recent 
years. Within limits — the party leader- 
ship and socialism may not be opposed, 
and the leadership's central policies 
may not be directly criticised — genuine 
debate takes place among Chinese 
academics, notably on economic policy. 

An interesting aspect of this cam- 
paign has been the apparently coinci- 
dental *Ma Ding" affair. Ma Ding is the 
penname of Song Longxiang, a young 
lecturer in the philosophy department 
at Nanjing University, whose first pub- 
lished article, *Ten major changes in 
China's economics," appeared in the 
Peking Workers' Daily on 2 November 
last year. 


Te main task facing Marxist political 
economy, Ma argued, is no longer to 
criticise the old capitalist world, but to 
undertake the task of building a new 
socialist world. *No ready answers can 
be found in Das Kapital for these ques- 
tions," Ma wrote, *because Marx never 
indulged in utopian fantasies about the 
future . . . Chinese economists must free 
themselves from Marxist books, start- 
ing not from dogma but from living 
fact ai? 

Ma also noted that Marx and Engels 
“critically assimilated” the best of classi- 
cal economics of their day and 
suggested that the works of Keynes and 
the schools of various neo-classical, 
neo-laissez-faire and quantitative eco- 
nomics “should not be ignored.” 

In terms of current economic debate, 
this is unexceptional stuff. As Xu 
Jingchun, editor of the Workers’ Daily, 
noted in the pages of the Shanghai 
World Economic Herald on 12 May: 
“The criticism of this article is of far 
greater significance than the article it- 
self.” In a bizarre sequence of events re- 
calling the fiasco of late 1984, when it 
was reported that China had declared 
Marxism obsolete, Ma has become a 
cause celebre as an example of illegiti- 
mate party interference in academic de- 
bate. 

Ma's article was reprinted in a some- 
what toned-downed version in the Pe- 
king Review on 9 December. Based on 
subsequent reports in the Japanese 
press, a critical editorial appeared in the 
Chong Bao, a Chinese-language news- 
paper published in New York, on 19 
December. Ma, the editorial charged, 
even claimed that “Marx’s Das Kapital 
is no longer relevant.” This editorial, in 
turn, made its way back to China and 
apeared in the official Xinhua news- 


agency's Economic Reference on 4 


March. 


The decision to reprint the Chong 


Bao editorial came directly from Hu 
Qiaomu, a prominent party conserva- 
tive and former director of Xinhua, ac- 
cording to the Hongkong magazine 
Cheng Ming. Sources in Peking said that 
Hu merely “suggested” that the edito- 
rial be studied. O 
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| king mayor Peng Zhen (now chair- 





tions Among the People," delivered 
on 27 February 1957. : 

It has frequently been alleged that 
the hundred flowers movement was a 
planned trap for unwary critics. This 
is extremely doubtful, but Mao's sub- 
sequent radicalism and hostility to- 
wards intellectuals does appear to be 
related to the disastrous outcome of 
the affair. | 

Mao's speech had come at a time 
when the party had completed the 
first stage of rural collectivisation and 
was accelerating the absorption of 
private industry and commerce by the 


state. 


There was increasing concern, 
however, among some party leaders 


Mao delivers his speech on 


over the demoralisation of intellec- 


- tuals — of whom more than 80,000 


had been jailed as counter-revolu- 
tionaries and 300,000 more deprived 
of their civil rights in the ideological 
campaigns of 1954 and 1955. — x 

Following the late Soviet leader 
Nikita Khrushchev’s denunciation of 
Stalin in February 1956 and the sub- 
sequent unrest in Poland and Hun- 
gary, Mao joined then Chinese pre- 
mier Zhou Enlai and Lu Dingyi in 
urging more liberal policies, argu- 
ing that allowing open criticism would 


. relieve popular discontent with ar- 


rogance and bureaucratism in the 


party and avert Hungarian-style un- 


rest. 


Other Chinese leaders, including 


the late president Liu Shaoqi, Pe- 


Mao's distrust of intellectuals rooted in 'double-hundred' affair 


"The hundred flowers movement 
1» opened with Mao’s speech “On 
the Correct Handling of Contradic- 
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man of the National People's Con- 
gress) and then party secretary- 
general Deng Xiaoping were scep- 
fical, fearing a backlash against the 
party. | 

It was rumoured that some leading 
cadres walked out of Mao's February 
“Contradictions” speech. 

After a hesitant beginning, sharp 


criticism began to appear, and out- 


spoken non-communists called for 
the removal of party influence over 
culture and science and the re- 
signation of Mao. Placards read- 
ing *Welcome Kuomintang, wel- 
come Chiang Kai-shek" appeared 


during demonstrations in the city of 


Wuhan. 
Party offices and cadres were 
physically attacked, and acts of sabot- 


age were reported in the rural areas - 


3 ae ne Bean ie Coie EC sconce ae oe 
contradictions at the 1957 Supreme State Conference. 





of Sichuan and Guangxi provinces. 

The depth and vehemence of the 
attack shocked Mao but vindicated 
the sceptics. China’s writers, artists 
and scientists were decimated in the 
ensuing purges. But the polarisation 
and radicalisation of the party leader- 
ship in the aftermath of the hundred 
flowers movement would prove its 
most dangerous legacy. 

Mao’s political conversion of the 
radicals’ programme of accelerated 
collectivisation and mass mobilisa- 


tion would result in the disastrous 


Great Leap Forward of the late 


1950s. 





. His deep hostility and distrust of 
intellectuals after the failure of the 
movement would finally be expressed 
in the agonies of the Cultural Revolu- 
tion. — Robert Delfs 
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Dancing with Rhoma 
to the Muslim beat 


By Paul Handley 


homa Irama and his Soneta band 

are Indonesian superstars. They 
have turned a combination of Islam and 
heavily amplified electric guitars into 
the most popular musical idiom in the 
country. The emblem on the roadies' 
jackets is two broad scimitars flanking 
an electric guitar, and the motto reads 
(in English) “Soneta — The Sound of 
Moslem." Rhoma opens his concerts 
with a resounding Assalamalaikum 
Warrahmatullahi Wabarokatu (“peace 
be with you and all the blessings of 
God”) and the Soneta band 
breaks into a pulsating rock 
rhythm. 

Rhoma is the king of dangdut 
music, and as such Indonesia’s 
top star, on stage and screen. 
Moreover, as the head of a pre- 
stigious Jakarta research insti- 
tute said, Rhoma is the most 
powerful Muslim leader the coun- 
try has. Using a musical genre he 
pioneered himself and populist 
Islamic lyrics, he  galvanises 
crowds across the archipelago like 
a high Imam. One could say, as 
one American scholar did, that 
dangdut has given Indonesian 
Islam *a new kind of public iden- 
tity." 

The urban elite sneer at 
dangdut. But Rhoma has turn- 
ed a traditional popular form 
into the most powerful con- 
temporary expression of lower- 
class frustration. He made the 
point that traditional dangdut 
“never talked about struggle, 
politics, idealism. I changed all 
this.” 

What good is Saturday night 

For the people who can’t make 

it want to go to a party, but 
got no money 

End up squatting on the edge 

of the road 

For those who have money 

They can dance in the night club 

For us with no money 

We can move it right here. 

The message of such lyrics as these is 
not lost on the country’s security chiefs. 
Rhoma’s influence is so much feared 
that he was banned for years from the 
state-run TV station. The ban was re- 
cently lifted, but he still has not ap- 
peared due to residual security con- 
cerns. Rhoma has been detained during 
several Islam-related disorders, and 
could not perform in the capital city for 
a few years following his support for a 


FAR EASTERN ECONOMIC REVIEW e 19 JUNE 1986 


minority party in the 1977 and 1982 elec- 
tions. All other performers threw in 
their hats with the dominant Golkar 
party. 
- Rhoma appears to be unique in the 
Islamic world. To be sure, poets and 
songwriters across the Islamic crescent 
weave dakwah (Islamic teachings) into 
their lyrics, but none are quite as popu- 
lar as Rhoma. 

Indonesian cultural researcher Ignaz 
Kleyden says that the recent renais- 
sance of Islam, is faulted for being too 
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Rhoma: king of dang music. T 


intellectual. There is a fracture between 
this revival and the traditionalism of the 
less-educated Indonesian masses, espe- 
cially urban youth. This is where 
Rhoma plays an important role, in 
bridging the gap. His soft manner 
radiates a vibrant strength that must be 
the envy of the phe by muezzins who 
depend on shrill loudspeakers to draw 
their audience. 

He smiles confidently when he opens 
every concert with the standard Islamic 
greeting. He could easily be calling his 
own prayer session. The warm smile is 


there when he splashes his dialogue 
with the crowd with fluent Arabic 
quotes from the Koran. It is a marked 
contrast with the solemn, traditional 
readings of Koranic scripture, and it is a 
major drawing point of his music and his 
films. 

But, as Kleyden notes and the gov- 
ernment sometimes forgets, Rhoma's 
Soneta group is still *a cultural achieve- 
ment rather than a religious one." 
Rhoma has taken traditional, lowbrow 
kampungan (from the villages) Melayu 
music, and turned the placid Malay- 
Indian-Arabic beat into heavy, dance- 
able Malay rock, with the unmistak- 
able influence of the 1970s hard rock 
group Deep Purple. 

It is hard to see how this amalgama- 
tion could produce something distinctly 
Indonesian. Dangdut’s roots are any- 
thing but loud and electric. In the 
early 1800s itinerant groups per- 
formed popular tunes with a 
hodge-podge of Western, Arab, 
and Indian instruments. The tabla 
and bamboo flute were an essen- 
tial element in these Malayan 
groups, the so-called orkes 
Melayu. 


|" colonial Batavia, according to 
specialist William Frederick, 
the orkes Melayu combined ele- 
ments of Sundanese, Chinese, 
Moluccan and Portuguese music, 
and was a favourite in the poorer 
kampungs. By the turn of the cen- — 
tury the Batavian groups had 
worked out a style that, as its 
Oriental flavour diminished, be- 
came known as kroncong. lts 
sweet, soaring melodies were an 
Indonesian answer to Hawaiian 
music. With the advent of radio 
and phonographs, kroncong rose 
from the kampung to gain ap- 
preciation among the urban 
higher class. 

Moving into popular films in 
the 1930s, kroncong grew to be 
called national music. Although 
still in the orkes Melayu genre, it 
left far behind what was still being 
played by groups in the coastal 
ports of central and northern 
Sumatra. These bands still relied 
heavily on the tabla and flute to play 
more dramatic, and far less saccharine 
tunes than their kroncong cousins. 

This Sumatra-based style made it 
into films in the 1950s. Although still 
kampungan, and far below the status of 
kroncong, it had its stars, who began to 
borrow from Indian and Arab influ- 
ences in imported films and records. In 
the nationalist political environment, 
this music had a large following. From 
this came the thumping beat of the first 
dangdut-style tunes. 

Thoroughly popular in the kam- 








number of young artists, including 
. Rhoma, began to experiment in blend- 
ing styles. It was this mix which claimed 
_a distinctly Indonesian originality. 
Rhoma sang both local and foreign 
music. He drew on the electric instru- 
ments of rock and roll, and the show- 
F manship as well. In his songs one can 
. easily hear the organ phrases, soaring 
= vocals, and piercing guitar riffs of Deep 
. Purple. But through it all, the tabla- 
d based dangdut beat remains untouched, 
. and the orkes Melayu flute and mando- 
lin retain their leading role. Soneta's 
h crowds scream “breakdance” but they 
» move in the characteristic joget and 
| jaipongan styles of the kampung. It ap- 
pears, too, that dangdut has helped 
_ West Java's comic and sensual jaipon- 
gan gain a measure of respectability out- 
side of the kampung. 

4 — In the spirit of the New Order, after 
. President Suharto lifted his predeces- 
E ban on Western music in the mid- 
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music. Like Bob Dylan plugging in folk 
music, his electrified style was neither 
immediately popular with the upper 
class of his Jakarta home, nor with the 
fans of traditional orkes Melayu. “They 
called me ‘perusak,’ the spoiler,” he re- 
calls. 

Increasingly, his lyrics, a printed ver- 
sion of which is included with the cas- 
sette, turned to social topics alongside 
the simple, romantic dangdut stock. 
Many songs pointed out, without resort- 
ing to direct attacks, the differences be- 
tween Jakarta's moneyed elite and the 
rest of the people. 
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P» late 1975, Rhoma joined the Haj 
to Mecca, after which a heightened 
sense of devotion found its way into his 
lyrics. The following is a typical exam- 
ple of what might be termed dakwah 
rock. 

Struggle, struggle with hard work 

But don't forget, 

Prayer must accompany struggle 

Rhoma's popularity is not just be- 
cause of his musical instincts and his 
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story as a model for all, and he exploited 
it in dangdut fantasy movies. His 
mother began labour while at a musical 
drama given by the Irama Baru, or New 
Rhythm group. So his father gave him 
the name Irama, or rhythm. Later he ac- 
quired the nickname Oma. 

Although not well off, his family did 
have middle-class ambitions to secure a 
decent education for him. But his father 
died in 1957, when he was 10. Naturally 
distracted by music, Oma struggled 
through school in Jakarta, finally drop- 
ping out of university at the turn of the 
old order to stake out a career in music. 

From there to superstar in 10 years 
makes an unbeatable rags-to-riches 
story. When Rhoma plays himself in his 
first big dangdut feature, he is a typical 
village youth with all the usual virtues of 
such film heroes — a fine character, fi- 
lial respect for his elders and so forth. 

Following the Haj, he added the ini- 
tials of Raden (Prince) and Haji to his 
name. It was a move of both showman- 
ship and credibility. Rather than the 
poor boy who rose to rock stardom and 
drugs, Rhoma is the poor boy who rose 
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“by Margaret Sullivan in Washington 

- FPyancing with the sturdy flexibility 
. WV and solid feet of a Korean country 
Es. Sin Cha Hong moves with in- 
. ward intensity; even breathing becomes 
dance. In the hands of Margaret Leng 
Tan, the piano provides a sinewy struc- 
ture of silences and white-note clarity. 

_ The occasion — some 41 years after 
ine was written — was the New York pre- 
mier of John Cage’s dance and music 
drama Four Walls at The Asia Society 
last year. At a time when the casual ob- 
“server might feel that musical influences 
. — rock, pop, country and western, even 
classical — are flowing West to East, it 
 exemplifies a long-standing reverse flow 
in that most contemporary, most 
"Western" form: avant garde New 
Music. 

= | This influence, exerted by Asian 
aesthetics and music on experimental 
Western music, is *ever-growing" con- 
tends Penang-born, Singapore-reared, 
Juilliard-trained, New York-based con- 
cert pianist Tan. Actively articulating 
New Music, she embodies and explores 
these connections in her performances 
of contemporary works by both Ameri- 
cans and Asians. 

= As with many cultural interactions, 
exposing one system to the differing as- 
sumptions of others can expand its pos- 
sibilities. Tan feels that incorporating 
he potential resources found in study- 
ing. Eastern composition methods 
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avant garde music 


achieves a more meaningful musical 
synthesis than overtly transplanting 
Asian music into a Western idiom. 

These resources include sensibilities 
about sound, time and underlying 
philosophy. Javanese and Balinese 
gamelan, for instance, offer models of 
simultaneous layers of sound and 
rhythmic intricacy. Chinese musical 
philosophy emphasises timbre — eight- 
tone qualities refer to the natural mat- 
erials from which instru- 
ments are made — and 
delves the individual as- 
pects of each tone. 

A further aspect is that 
much Asian music is 
monophonic. This single 
line, however, is so rich in 
harmonics from the ac- 
coustical nature of the in- 
struments that the illusion 
is of chords. Thus, there is 
little need for overt har- 
monisation in the West- 
ern sense. 

Rhythm, in Indian 
music, is additive, rising 
from an extension of 
beats into time, rather 
than from a division of 
time which is the basis of 
Western rhythmic think- 
ing. Japanese music in- 
cludes a notion of sus- 





Tan: contemporary composers. 
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pended time. These reflect more funda- 
mental concepts of the nature of time: 
viewed cyclically in many Asian tradi- 
tions and linearly and sequentially in 
Western thinking. 

Asian music can seem static, trance- 
like, with meditative, hypnotic qual- 
ities. Minimalism — “less is more” — is 
a touchstone of Japanese aesthetics with 
broad application in avant garde West- 
ern arts. Asian ideas that have influ- 
enced Western composers — Zen 
Buddhism and Indian philosophies in 
particular — often induce a distanced, 
objective approach to music creation 
rather than an emotional one. 

To greater and lesser degrees, these 
and other Asian ideas have offered new 
horizons to some Western composers 
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It is this credibility that has got him in 
trouble. Two years ago Rhoma di- 
vorced his first wife, Veronica (leader of 
the Soneta Girls), and married Ricca 
Rachim, one of his movie co-stars. The 
incident generates continuing accusa- 
tions of hypocrisy. Quoting Koranic 
verses, Rhoma insists the separation 
was within Islamic law. 

His personal life nothwithstanding, 
Rhoma's lyrics after 1976 became in- 
creasingly moralistic, stressing that lost 
in modernity and Western fads, the 
urban elite neglects Islamic fundamen- 
tals. In his song A/ Qur'an Dan Koran 
(The Koran and Newspapers) he says: 

Moving with the wheels of 

development 

People are increasingly busy 

So far as to ignore their duties 

Kneeling five times, worshipping 

God. 

Getting drunk with development 

So that computers become God 

If you talk about the world 

Wah, its very clever 

If you talk about religion 


since the turn of the century. Debussy 
was the figure responsible for the East- 
West cultural impetus in music. His rad- 
ical concepts of harmony and counter- 
point were catalysed by his experience 
of the Javanese gamelan at the 1889 and 
1900 International Expositions. "Be- 
fore that," Tan points out, "the influ- 
ences were superficial: touches of 
‘Chinoiserie’ here and there.” 


T 1920s and 1930s spawned a group 
of American composers — Henry 
Cowell, John Cage, Lou Harrison and 
Harry Partch — who, in their concern 
for the potential of percussion music, 
were also affected by Asian musical 
ideas and forms. Once recordings of 
Javanese and Balinese ensembles were 
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cutting: 
Too many sprawling dead men 
That's from greedy lust 
For men who cunningly scheme for 
power 
Any means at all is allowed 


homa took Soneta on the road for 

the Muslim United Development 
Party (PPP) in 1977, and again in 1982. 
During that time, he had serious prob- 
lems getting clearance to put on shows. 
In Jakarta, it meant a three-year hiatus 
before the military gave him permission 
to perform in late 1984. 

When the PPP leadership, which had 
Offered him a formal position, fell apart 
in 1983-84, Rhoma publicly abandoned 
the party. The PPP is distant from the 
people now, he complains. This sent 
rumours running that he would join 
Golkar, as most other artists did. 

He did not, and insists he will not. “I 
have no ambition for politics, or money, 
or a position. I am a musician." He now 
pere for any sponsor, and put on his 

iggest Jakarta shows for the 40th Na- 


widely heard in the 1930s, percussion 
music was elevated from “mere orchest- 
ral colouration to an independent 
genre." What these composers did, Tan 
feels, “was free American music from 
the domination of European music and 
bring it into a status of its own." 

The music of the 1960s — led by the 
Beatles, Tan notes — also reflects the 
composers' involvement with Asian 
philosophies, musicians and instru- 
ments. Philip Glass, one of the current 
pre-eminent avant garde musicians, 
draws on traditional Korean forms and 
Indian rhythms. 

“The demands made on a listener's 
concentration by Asian and by much 
contemporary music are similar," Tan 
expounds, *with the focus on individual 
tones rather than on 
linear development; on 
the non-progressive, non- 
developmental nature of 
music [as seen from a 
Western symphonic view- 
point]; and on concern 
with the process itself." 

Her own curiosity 
about how much and in 
what ways Western music 
had been inspired by the 
East led the Western- 
classically trained Tan — 
a daughter of an ordinary 
Singaporean business 
family who holds the first 
doctorate in performance 
which Juilliard awarded 
to a woman — to the 
outer fringes of modern 
music. 

In 1980, Tan quit play- 
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military on several occasions last year. | 
But, say sources close to him, his | 
every move is still watched, and putting | 
on shows is still difficult. After the riots | 
in Jakarta in September 1984, when a | 
crowd of young kampung men led by . 
fundamentalist Muslim preachers | 
marched into a volley of machine-gun | 
fire from government troops, leaving | 
dozens dead, Rhoma was apparently | 
detained for weeks. Liberal Muslim | 
leader Abdulrachman Wahid, in con- - 
tact with the military immediately fol- — 
lowing the riots, says they could not ar- | 
rest Rhoma. They knew how this could | 
turn the masses against the government. | 
Given all this heat, Rhoma is laying | 
low. The most political verse on his | 
newest cassette, Stop, goes: "A 
Stop debating, stop arguing iy 
Stop hostility, stop conflict "d 
Let's love each other 
He is now working on his 18th fea- | 
ture film, another dangdut dakwah fan- | 
tasy, with Rhoma as the hero. Asforhis | 
role in the upcoming campaign for the - | 
April 1987 elections, he smiles and says | 
he will stay at home. U 
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year in which she exercised her need to | 
be innovative by training dogs to aid the © 
deaf, she listened to ethnic music. As a 
result, she became engrossed in experi- — 
mental music: “I found people like John. 
Cage were also influenced by music 
from the East.” P 
Even though they were written as | 
much as 40 years ago, many of works — 
she now performs have not been pre- 
sented before or have been performed 
rarely. Some, like Dick Higgins’ and 
Philip Corner's visual scores without 
musical notation, require her to com- 
pose the music using the pictoral images. 
on the page quite literally. Part of 
Corner's work stems from his study of 
Korean calligraphy, an art he describes | 
as "black and white pieces of sound.” | 
Tan interprets the images as sound | 
and silence: “Emphasising the con- | 
trast between the hardness of the line © 
sound} and the whiteness of the paper | 
silence], enveloped in an aura of Zen 
austerity." b. 
She performs these with the visual | 
score projected behind the piano and 
with choreographed movements, creat- - 
ing a multi-media event. This, too, I T 
Asian inspiration, she feels. “In Asian | 
cultures, music, dance and drama are . 
not just closely related but are an integ- 
ral part of the total lifestyle." EM. 
Tan carries the message to small col- 
lege towns and major concert halls — 
across the US. “Compositions influ- | 
enced by Western music," she asserts, - 
"should be judged not by how close they. 
come to their models, but by how we b 
the non-Western ideas are used. I try to. | 
bring works otherwise not heard and . 
present them in an East-West context - 
where they can make sense." u 
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| Y he drama of Indira Gandhi's last 
| battle, to which she ultimately fell 
k | victim, thus altering a nation's destiny, 
| has been likened to a climactic point in a 
Greek Tragedy, a set piece along a con- 
| voluted trail of intrigue and blood. In a 
| vivid unfolding presented like a succes- 
| sion of tableaux, BBC’s Mark Tully and 
Satish Jacob trace the events that led to 
4 Eon Blue Star and its searing 
aftermath. 
iq __ The authors’ credentials are impres- 
| sive. Tully, BBC's bureau chief in New 
| Delhi since 1972, is almost as well 





known as some of the personalities who 
| m the course of the Subcontinent's 
recent history. Jacob, who joined the 
| BBC as Tully's assistant in 1978, helped 
i | cover every twist and turn of the de- 
i veloping Punjab crisis. Although writ- 
ten in the first person by Tully, the book 
_ “is in every sense a joint work.” 
| The authors’ closeness to the people 
| "and events concerned often made them 
/ part of the unfolding drama: Tully 
Spoke to the late Sikh militant leader 
En Jarnail Singh Bhindranwale the 
| day before curfew was imposed on Am- 
 ritsar, and Rajiv Gandhi, then cam- 
aigning in West Bengal, is said to have 
xw to the BBC for news of his 
. mother's assassination, not reported by 
$ All India Radio until six that evening. 
.. Such on-the-spot proximity has obvi- 
ous advantages, and a sense of vivid 
gonmediacy marks the book. But Tully 
and Jacob have attempted more than 
(a topical *quickie," in which in any 

























» 


Fi 
EO 


aber. £8.95 (US$13.20). 





Í 


| 


oft the: e Floating World by Kazuo Ishiguro, Faber 


P is a good theme for the cosien pania Jae com 
[ ovel. It is like the salt in your supper — iso. — 
akes for  blandness, but too much is intolerable. Most _ 
r Japanese very sensibly buried their patriotism. — 
ng mae: it was suppressed even in the cultural 


ii elore, to read a novel whith’ examines pa- | 
y; the anor Aha as imi hero a poser t 


Too much too late 


|  Amritsar: Mrs Gandhi's Last Battle by Mark Tully and Satish Jacob. Rupa/Pan 


case they had been pre-empted by 
others. They have tried to put together a 
sort of pocket compendium to the com- 
plex tangle of the Punjab problem, a 
primer to which instant experts on the 
issue can refer. Inevitably, this has led 
to an occasionally simplistic compres- 
sion that some may view as distortion. 


Gandhi: indecisive. 
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à apanese intellectuals warm to the question oE 
tr 's mysteriously unarticulated cultural identity, _ spected but 
of free-ranging debate about Japan's intrinsic — 2 estio 
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The book outlines a brief history of 
the Sikhs: the founding ofthe sect by the 
I5th century mystic Guru Nanak who 
envisioned it as a bridge between Islam 
and Hinduism; the militarisation of the 
religion by Guru Gobind Singh, the 
10th and last of the gurus, the rise and 
fall of Ranjit Singh’s empire; the in- 
creasing politicisation of the community 
through the Shiromani Gurdwara 
Prabhandak Committee and the Akali 
Dal between the two World Wars and 
the first demand for a separate, Sikh 
state, and the trauma of Partition fol- 
lowed by growing fears of “a Hindu- 
dominated nation.” 

Although ^ vigorous enterprise 
brought about the greening of Punjab, 
home of some 80% of the total Sikh 
population of 11 million, giving the state 
the highest per capita income in India 
and making it the bread-basket of the 
country, "an important section of the 

. . community, identified with the 
Akali Dal, saw the modernism that 
came with prosperity as a menace to 
their faith." Political opportunism made 
capital of social and economic grie- 
vances, more imagined than real, which 
were exacerbated by Congress vacilla- 
tion, particularly over according the 
new capital of Chandigarh to Punjab. 


pue. polarisation led in 1973 to 
the Akali Dal's Anandpur Sahib Re- 
solution, construed by many as a virtual 
declaration. of independence. “Bhin- 
dranwale fanned the flames . . . but it 
was the Akali Dal which started the 
fire." The book primarily holds Presi- 


dent Zail Singh responsible for the ir- 
resistible rise of Bhindranwale. Al- 
though the former did suggest the ploy 
of playing a fundamentalist against the 
“Akali Trinity” of Badal, Tohra and — 
Sant Harchand Singh Longowal to top- 















i ARITA ni 


19 JUNE 1988 e FAR EASTERN ECONOMIC REVIEW 

















ple the Punjab coalition established 
after the Janata victory in 1977, the stra- 
tegy was conceived and pursued in a po- 
litical ethos of manipulation for which 
responsibility must ultimately vest with 
Mrs Gandhi and her son Sanjay. 

The same could be said of Zail 
Singh's alleged association with the Dal 
Khalsa, a party launched to champion 
the cause of the separate Sikh state of 
Khalistan. Although conceding that 
Mrs Gandhi “backed Zail Singh's brand 
of Sikh politics," in this section the book 
seems to underplay her role in sowing 
the storm gathering over Punjab. Re- 
jecting the theory that she responded 
only after “the Bhindranwale factor 
turned against her" and in order to win 
back her diminishing Hindu vote, Tully 
argues that indecisiveness followed by 
peremptory action was characteristic of 
Mrs Gandhi; like the Emergency, Oper- 
ation Blue Star was "too much too late." 

Tully does point out, however, that 
the “Think Tank" in New Delhi set up in 
1983 to deal with the increasingly explo- 
sive Punjab issue did not include a single 
Sikh and that “backseat driving” from 
the capital was a major reason for the 
failure of President's Rule in Punjab, 
under the efficient B. D. Pande, and for 
precipitating the crisis. 

With negotiations with the Akalis 
having failed and Bhindranwale now à 
law unto himself — unleashing à spread- 
ing reign of terror from the Golden 
Temple he had converted into an ex- 
tremist stronghold — *on 2nd June Mrs 
Gandhi finally decided to press the but- 
ton." Lieut-Gen. Krishnaswamy Sun- 
derji who commanded Blue Star “ad- 
mitted that he had considered laying 
siege to the Golden Temple... and had 
decided against it [for] fear of an up- 
rising in the countryside." 

Launched on 5 June, the final attack 
proved a costly operation. The Akal 
Takht shrine was “reduced to rubble” 
by shellfire and casualty estimates, still 





ZR we 
contested, varied from more than 300 t to 
700 for military personnel and from al- 
most 600 to over 2,000 for civilians. 
Based on interviews with those who 
went through the ordeal of fire, Tully's 
reconstruction of the action has the pun- 
gent reck of cordite and raises questions 
which may never be satisfactorily 
answered. “So what went wrong? The 
most obvious factor was poor intel- 
ligence. The generals were misled 
about the arms, the military skill, and, 
above all else, the will to fight of Sant 
Jarnail Singh Bhindranwale's follow- 
ers. 
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peration Blue Star set in motion a 
danse macabre of Sikh outrage, 
sharpened by the official media’s propa- 





gandist hamhandedness, large-scale de- 
sertions from the army, Mrs Gandhi's 
assassination and the savage backlash of 
communal riots. “Who killed Indira 
Gandhi?” asks Tully, and in the final 
judgment attempts a more equitable di- 
vision of responsibility. "It is very 
tempting simply to blame Bhindranwale 

. but fundamentalism does not exist in 
a vacuum... Mrs Gandhi was in no way 
a tyrant... However, she was responsi- 
ble for the political atmosphere which 
made the fundamentalism of Bhindran- 
wale relevant. The Akali Dal Trinity 
must also bear their share of the respon- 
sibility. Badal and Longowal lacked the 
courage to stand out against a force they 
knew was evil. Tohra tried to use it for 
his own ends.” 

The preface to the Indian edition 
brings the tragic account to the assassi- 
nation of Longowal by Sikh fanatics 
after the signing of the Punjab accord. 
“Part of the establishment in Delhi who 
felt threatened by Rajiv Gandhi’s mod- 
ern style of government was not un- 
happy at this apparent setback.” Tully 

uotes The Times of India which “saw 
the assassination . . . as evidence of the 
need for 'political skills of the highest 
order and not what the Americans call 
‘knee-jerk’ reactions and public rela- 
tions exercises'." 

But the infectious euphoria gener- 
ated by hopes of a ^happy ending" fol- 
lowing the “remarkably peaceful" Pun- 
jab elections (“The Akalis for the first 
time . . . were able to form a govern- 
ment on their own. Once again India 
had voted itself out of a crisis”) has been 
dissipated by failure to resolve the 
Chandigarh issue, by continuing vio- 
lence and a resurgence of terrorism fuel- 
led by Bhindranwale’s unexorcised 
spectre. The scars of Mrs Gandhi's last 
battle seem to have proved impervious 
both to the anodyne of good intentions 
and the cosmetic surgery of wishful 
thinking. — Jagdish Bhatia 





“Don't you. worry at times we might be a little hasty 
in following the Americans? . . . Don't you think some- 
times some good things are being thrown out with the bad?" 
Were he to live long enough, Ishiguro appears to be say- 
ing, the wheel mi ire come, if not full circle then at least 
three-quarters cir e and allow Ono his due artistic recogni- 
tion. 

. The story i is beautifully unravelled. The rcader is already 
a quarter the way through the book, for instance, when the 
terse sentence, “It has taken more than a year for my son’s 
ashes to arrive from Manchuria,” announces that Ono had a 
son gp died on the China front. 

paradox is that the author is British, not a Ja- 







ereafter gete, 


; th t up in England. He speaks Eng- 
h lik ; he English and 


as virtually Qn his Japanese lan- 


. That is to say, he left Japan at the age of six 


ing *enormous prevalence." Worst of all, the text is freely 
littered with the archaic phrase “the likes of him." Such 
banality is created by this that the book occasionally reads 
like the work of a lazy translator from a delightful Japanese 
original. 

Ishiguro is trying to determine his cultural bearings. For 
all his superficial Englishness, his first two novels exhibit an 
obsession with his Japanese past. When will he apply his 
literary craft to the non-Japanese world in which he lives? 
Here is a telling case-study of cultural ambiguity. Inside his 
wry comprehension of life around him, there are two distinct 
personalities ving for supremacy — one Japanese, one 
English. Which will win? Or will time reconcile and har- 
monise them? 

The evidence so far is that Ishi ’s creative uncon- 
scious is still under the sway of the Japanese tradition, We 





4 pig are left to wonder why. Is it because the English environ- 
Eshigi u o's English style is evocative and absorbing. It ment is too weak, or rather because his Japaneseness was so 
is disconcerting, therefore, to find some lapses. Ono's strongly rooted in those six formative years of boyhood? 
father, | r example, is recalled as drawing attention to Both the Jesuits and the Freudians might offer explanations 

|a “weak : streak” in him. A song is credited with enjoy- for Kazuo Ishiguro and his novels. — Dick Wilson 
59 
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Jiectnamese Premier “Pham Van 
' Dong was returning home from a 
ate visit to Singapore in 1974. While 
riding to the airport with Singapore 
^ rime Minister Lee Kuan Yew, the 
Vietnamese leader, awed by the skyline 
of the city and the modern freeways, 
urned to Lee and said: “You are going 
o have to help us now! We fought to 
otect you from the Americans so that 
u could build all this." Lee, recalling 
e incident for the author, relates that 
told Pham that the Vietnamese 
hould not have gone to the trouble. In 
ny case, Pham's appeal illustrates what 
fe regards as a characteristic Asian po- 
itical trait, dependency. 
. ltisone ofthe merits of his book that 
e, a Massachusetts Institute of Tech- 
logy political scientist and author of 
merous books on Asia, is able to 
aw on a lifetime of personal experi- 
ce and contacts in Asia to supplement 
d add flavour to the solid research on 
yich this latest study is based. It all 
ds up to a thoroughly engrossing ex- 
oration of Pye's view that Asian cul- 
ral systems can best be seen as pro- 
s of group-centred cultural at- 
udes about power and authority. 
"While Asia encompasses a rich di- 
rsity of peoples, Pye holds that 
ey share "the common denominator 
idealising benevolent, paternalistic 
adership and of legitimising depen- 
ne = 
All Asian societies, he shows, are 
aracterised by patterns of depen- 
ncy which grow out of patron-client 
ations. In such relationships, in- 
‘iors can expect security and under- 
nding in return for manifesting 
oper deference and awe towards 
periors..In this context, broad net- 
rks of personal obligations have 
ority over impersonal standards such 
the law when it comes to determining 
hat is ethical and what is corrupt. 
— For a government official to avoid 
he responsibilities of personal obliga- 
ons by using the “excuse” that he had 
o adhere to the law or to treat people 
ictly according to merit would be a 
ndal. People of high status have a 
ty to help those dependent upon 
m. Hence, many extra-legal favours 
> not seen as reprehensible. Corrup- 
on in the Asian context most com- 
10nly involves the seeking of material 
enefits for the self alone, Pye writes. 
This Asian view of corruption, as 
ntrasted with the Western legalistic 
, is illustrated by the relatively 
nign image former Japanese prime 
ster Kakuei Tanaka preserved after 











ng convicted for accepting a large 


Asian power and politics: the cultural dimension of authority by Lucien 
|. Pye. Harvard University Press. US$25. 


cash bribe, much of which was presuma- 
bly distributed to his supporters, versus 
the revulsion Americans felt towards 
former US president Nixon for cóvering 
up for his supporters. | 
The application of Pye's theories to 
the Philippines is timely. Pye blames 
Ferdinand Marcos for "shamelessly" 
DE a form of “crony capitalism” 
in which his personal friends were en- 
couraged to establish companies that 
would be given easy access to foreign 
loans guaranteed by the government, as 
well as generous government contracts. 
"The result," Pye asserts, "was not 
capitalistic development. but a serious 
drain on the Philippine economy. and 
a massive foreign debt." That much 
has been well advertised. in recent 
months but Pye goes B 
on to emphasise the 
pervasiveness of per- 
sonal political ties and : 
obligations. in.the is- 
larids. A couple of il- 
lustrations: 
Vice-President Sal- 
vador Laurel is the son 
of Jose P. Laurel. The 
senior Laurel was pup- 
pet president under 
the Japanese occupa- 
tion. Collaboration 
with the Japanese car- 
ries no great stigma: 
on two occasions, Jose 
Laurel saved Marcos, | 
then an anti-Japanese. | 
guerilla, from the Ja- 
panese police. Ac- >) 
cording to Pye, the- 
Laurels broke with 
Marcos in 1980 only 
after he had rejected. ~ 
one of their relatives as the electoral 
candidate of his Kilusang Bagong Lipu- 
nan party. | 





A te opposition leader Be- 
nigno Aquino was a personal friend 
of Imelda Marcos and dated her before 
she married Marcos. Although Marcos 
had jailed Aquino for more than seven 
years, Aquino felt no personal hatred 
towards the president but continued to 
think of him as a "fraternity brother 
who had been badly misguided.” Still, 
Aquino had a sense that personal ties 
would carry the day. Pye, who was ac- 
quainted with him during his Cambridge 
exile, writes: "One of the factors which 
contributed to Aquino's fateful decision 
to return to Manila was his belief 
[charmingly naive, in my. view] that if 
the authorities arrested him, Marcos 


would have to visit him in prison, and 








| Aquino: fraternity brother. 


| 
| Chinese ideal of revolution, he writes, is 
| 
| 
| 
| 
| 
i 
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Turning to the topic of revolution, 
the author. writes that in most cultures 
the idea of revolution has been as- 
sociated with the shattering of authority 
so. as.to liberate. people and provide 
greater freedom. In China, however, 
Pye finds. that. the. slogan. of “complete 
the revolution” has always been “di- 
rected towards creating a stronger, 
more enveloping authority.” The 


not “Let’s get rid of father so we can all 
do our thing,” but. rather, “We need 
a stronger, better father.” Chinese 
nationalism stresses a national homo- 
geneity and insists that all. should 
“march to the baton” 
tional authority. .— EN 
This enforced oneness seems to 
many outsiders an "appalling confor- 
mity," Pye writes. "There have been no 
spokesmen for political or cultural di- 
versities among the Chinese. people. 
| The..40-odd million 
minority peoples are 
. depicted always as 
being.on the brink of 
| falling into step with 
— the Han majority," he 
adds. (The most recent 
figures suggest that the 
“40-odd million" bloc 
has-expanded to about 
66 million.) 

However, Pye sees 
evidence of change. 
He argues that in the 
Mao era party cadres 
were successful in car- 
rying the message of 
the centre to every 
corner of the land. 

With the recent shift 
from politics calling 
for. universal confor- 
mity to policies related 
to efficiency and util- 

fures itv; cadres are now 

finding it increasingly necessary to 
"take into account the marginal advan- 
tages of their local resources." As a re- 
sult, different localities have begun to 
favour different policy mixes, a hopeful 
sign that China is moving towards a more 
pluralistic and competitive situation. 


of a single na- 
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relationships from India 16, Japan in 
: 10-cul- 




































That's right ... you can win millions by 
Government Lottery. In fact, last year 


been as high as $13,890,588.80. Imagine what you 
find out because now you can play the lotte 


_ WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
Lotto—the world's most popular form of lottery. 
It's the lottery in which you pick your own 
numbers and it's called "6/49" because you. 
select any 6 of 49 possible numbers from 1 to. - 


49; Your numbers are entered in the Lotto 6/49 — vum 


computer system and if they match the six 


winning numbers chosen in the draw—you win 


the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN I PLAY? 


Complete the attached order form and send it. E 
to Canadian Overseas Marketing along with . 


the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6. 
games for 10, 26, or 52 weeks. Each game - 


T —!————(— 


. ORDER TODAY! 


Mark six numbers on.each game board 
you wish to play. 








gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws i in which they are entered. 


! HOW DOI KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any. currency your wish and confidentially 
forwarded to you anywhere in the world. 


: So mail your order today—the next big 
» winner could be you. 


picking your own numbers playing Lotto 6/49—Canada’ s most popular 
Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it’s all 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than 


$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 
could do with that much cash! This is your opportunity to. 


ry that’s making so many millionaires in Canada. 


Fools) 


PRIZE BREAKDOWN (Actua! Sample of One Draw) 


NO.OF 
PRIZES — PRIZE VALUE 


2ND PRIZE 


SOUT OF 6 PLUS BONUS $443,461 T" 












SRD. im 716 $3,704.7 
THERE [uer 
STH race 


TOTAL PRIZES TOTAL PRIZE VALUE. 
1,014,756 $37 ,443,228,10 


* All prizes quoted in Canadian dollars. 
tst, 2nd, 3rd, and 4th prizes are calculated on a percentage 
the total prize pool. Since the prize pool fluctuates from 


to draw, the size of the prizes will vary from the size 9 
prizes ipti above. 


Canadian Overseas Marketing. 
Suite 1801 - 1 Yonge Street - 
Toronto, Ontario, Canada M5E 1E5 
Telex: 04-507822 
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Make Cheque or Bank Draft (in U.S. Funds) payable to: Canadian Overseas Marketing 
and Mail to: Suite 1801, 1 Yonge Street, Toronto, Ontario. Canada MSE 1E5 | 












: PICK YOUR PLAN — Check only one box below next to the 
à option of your choice. ALL PRICES INU. S. FUNDS 






26 WEEKS 52 WEEKS 


10 WEEKS 
(20Draws)  (52Draws) (104 Draws) PTEE 
iGame ($45. ($112. O$ 225. NAME — AND AREA CODE 
2Games [0$ 90. [0 $225. © $ 450. ADDRESS/PO. BOX 
3 Games 0 $135. O $337. 0$ 675. | 
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DATE 
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y Nayan Chanda in Washington 
n an ironic turn of events, two dis- 
bled satellites, which in 1984 were re- 
teved from space by the US National 
eronautics and Space Administration 
isa) in a dazzling show of technologi- 
wizardry, may now have to be re- 
unched into space by a latecomer on 
e scene, China, because the front-run- 
s of comercial space technology are 
aralysed by failures. ds 
China has stepped into the profitable 
ut high-risk venture of offering both 
t-rate launches and insurance. 
Even before the US space shuttle 
'allenger blew up shortly after leaving 
aunching-pad in January, dealing a 
avy blow to US commercial satellite- 
inch. capability, a market was grow- 
That disaster, which has since been 
wed by two more American launch 
res (though thev did not involve 
mercial satellites) and one by the 
ean space consortium, Ariane, 
» have suddenly opened new pos- 
es for the two Asian countries 
advanced in space technology — 
nand China. — — | 
On 6 June, an American company, 
sat Inc. began negotiations in Pe- 
g for what its president calls the 
nalisation of an agreement" to launch 
recovered satellites aboard China's 
ng March rocket. While the success 
the venture is still millions of dollars 
d many legal hurdles away, the 






























































nological strides China has made to 
le it to bid for business in space. 

The importance of the space busi- 
S has increased dramatically in re- 
[ years and has seen the emergence 
Ariane as the leader in commercial 
nch services. By the end of 1984, 
ne had earned US$740 million by 
ng satellites in orbit for commercial 
mers. Last year, Ariane launched 
satellites and earned about US$1 bil- 
i. Ariane's large rockets have often 
ried a payload of two satellites. 

s Nasa's launch capability has 
ely been devoted to defence-related 
lites, its commercial earnings, in 
trast, have been modest. In order to 
y for the huge cost of its shuttle pro- 
amme, Nasa has in recent years begun 
ggressively to market its launch service 
ffering relaunch of a malfunctioning 
tellite at half price and free relaunch 
ra payload if itis initially unsuccessful 
-to shuttle failure. Ariane has tried 
ounter with its own price cutting. 
ccording to projections made by 
a before the Challenger disaster, its 


Otiation itself marks the enormous 


Satellite launcher: high-risk venture. MUS 








. China enters the commercial satellite race _ 


revenue from commercial launches was 
to grow from US$140 million in fiscal 
1986 (ending 30 September) to US$400 
million in 1989 before levelling out at 
about US$350-400 million a year in the 
1990s. . 

A series of mishaps, particularly the 
explosion of the Challenger in January 
and loss in early June of an Ariane roc- 
ket with. USSSO million worth. of 
payload has dealt a serious blow tò the 
business. According to Nasa, the next 
flight of the shuttle will not take place 
before July 1987 at the earliest and thus 
11 commercial satellites scheduled to be 





deployed by the shuttle within this time 
may. have to look for alternative launch 
facilities. The. only current alternative, 
Ariane, however, is almost fully booked 
until the end of 1988, with seven to eight 
launches scheduled each year. How- 
ever, even this capability suffered a set- 
back with the failure of the Ariane 
launch last month. 

Reportedly, some 10 different com- 
panies, including US telecommunica- 
tions firms such as Western Union, have 
begun exploring the possibility of turn- 


A small step for China; page 64 _ 


| Say that China may be willingtoo 
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ing to China for their launches. The US 
shuttle programme was earlier sche- 
duled to launch a Western Union com- 
munications satellite in June. In addi- 
tion to scheduled launches scrubbed by 
Nasa, two other satellites (Westar VI 


and Palapa B, originally owned by. 
Western Union and Indonesia respec- - 


tively), which were’ recovered from 


faulty orbits by the shuttle crew in | 


November 1984, have been sitting in 


$ a 


facilities and insurance. 


warehouses awaiting buyers with launch 


Even before the latest series of disas- 


ters, insurance had become prohibi- 
tively high as a result of failures — 
of launches and of satellites them- 


Challenger disaster “you” simply 
cannot buy any insurance," says 
one space agency official. Cur- 
rently, it costs US$25-30 million to 
place a satellite into geostationary 
orbit and averagé insurance pre- 


value. 


aP pean competitors, China's 
aerospace industry is in its in- 
fancy. It also lacks the capacity 
to launch very heavy payloads. 
While China's Long March-3 roc- 


of 1,400 kg in a geostationary trans- 
1 fer orbit, Ariane-4 has the ability 
\ to place a payload of 1,900-4,200 
: kg in space and the shuttle even 
satellites of which only two were 
put into geosynchronous orbit — 
the "stationary" positions required 
for satellites acting as telecommuni- 


cations relay platforms. Peking obvi- 


ously wants to make up for this limited 
experience by offering cheaper deals 
and taking part of the insurance risk. 
Henry Schwartz, head of Teresat 
Inc., refused to reveal the price China is 
offering but noted that it is: 10-15% 
below the going price for a launch by 
Ariane or Nasa. The memorandum 
signed between China and Teresat also 
calls on the Chinese party to “make best 
effort in arranging lowest insurance pre- 


mium rate with China’s People ur- 
ance Co. for at least US$60 million in- 







surance coverage.” Informed ou 


selves once in orbit. According to- 
one estimate, in just 18 months in - 
1984-85, insurance companies paid - 
out US$600 million. After the- 


mium is about 30% of the insured | 


C ompared to its US and Euro- | 
ket can place a maximum payload | 


China has.so far launched 18 | 
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| 
| 
| 
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functioning. 

. The agreement with China, if 
finalised, would involve the Chinese 
taking the payload to a point 22,500 
miles above the equator and putting the 
satellite in an elliptical orbit at a pre- 
determined velocity. Then, one of two 
US companies — Comsat or Hughes 
Aircraft Corp. — would take over the 
responsibility of "kicking" the satellite 
through remote controlled gas injection 
to the right position in the orbit. 

Schwartz told the REVIEW: "We are 
still negotiating with Lloyds of London 
for the purchase of Westar VI and 
Palapa B satellites. Whoever buys them 
would have to have launch capability 
and insurance. When we come back 
from China . . . with a firm agreement, : > m 
we will be in a stronger position." Space iibits the exp: lance sy 
industry analysts believe that through curity). I t * 
its publicised negotiations with China, | 
Teresat is not only trying to impress 
Lloyds but more importantly impress 
investors to back the project of buying 
the warehoused satellites and launching 
them for profit. 

Whether China helps Teresat to pull 
off such a deal or not, several legal hur- 
dies remain. A Nasa official told the 
REVIEW that a group of insurance 
underwriters who signed an agreement 
with Nasa in 1984 for the recovery of the 
two disabled satellites committed them- 
selves to "relaunch of the retrieved 
spacecraft . . . by US transportation sys- 
tem." Under the law, even if the satel- 
lites now change ownership, the obliga- 
tion of a US launch will remain. 

Sources, however, speculated that in 
view of Nasa's current inability to pro- 
vide launch space, it may agree to re- 
lieve underwriters of that obligation. 
Even though no technology transfer is 
involved, Teresat would still require a 
licence from the Munitions Control Of- 
fice of the State Department before ex- 
porting the satellite. An administration 
source told the REVIEW: "The Chinese 
have told us they are ready to abide by 
all conditions that may be required be- 
cause no are not on a technology fish- 
ing trip. They are sensitive to the pro- 
prietory and national-security concern 
of US companies and the US Govern- 
ment. They simply want business." 

Although Japan has yet to offer its 
launch capacity to a foreign customer, 
the National Space Development 
Agency launched seven satellites be- 
tween 1975 and 1982 on the N-1 three- 
stage rocket which is capable of plac- 
ing about 130 kg of payload in geosyn- 
chronous orbit. Now a more powerful 
N-2 rocket serves as Japan's main work- 
horse and has deployed up to 350 kg of 
payload. It has successfully launched six 
satellites since 1981 using the N-2 and 
eight launches are planned for 1987. D 
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Louise do Rosario in Peking 

hina is going after the international 
larket of commercial | satellite 
hes in a small but determined way. 
r nearly a year of active marketing, 
1às concluded satellite-Jaunch agree- 
ts which are expected to yield firm 
ntracts with two foreign firms later 
year, 5 00 0 
Despite the fanfare surrounding this 
al achievement, China is not likely 
merge as a major player in the mar- 
in the foreseeable future, analysts 
Limited by US and European con- 
Is on hi-tech exports, and by its own 
atively. low level. of. tech nology, 
ina will be confined to launching 
aller and less sophisticated satellites 
ow orbits for sometime. - 
Most satellites today contain US- 
de parts, which means that their 

rs may have to apply for export ap- 
val from the US Government, Co- 
ating Committee on Multilateral 
ort Control and other similar au- 
ties. before the hardware can be 
t to China. Official US sources in Pe- 



































ose Galang in Manila 

ne Philippine Government is final- 
sing a programme for the re- 
nder of 1986 designed to stimu- 
economic activity, in. the dol- 
ms since late 1983, through job- 
tion schemes focused on rural areas 
agriculture. A revised budget of 
9.4 billion (US$5.2 billion) has 
! drawn up to back the pump-prim- 
cheme. | 

he programme is tailored to fit 
the new long-term economic plan 
g finalised by a group of economists 
VIEW, 12 June) for the policy- 
king National Economic and Deve- 
ent- Authority. The draft plan, al- 
y approved in principle by the 
iet of President Corazon Aquino — 
gh public discussion of the pro- 
ime is slated to continue until early 








launch the economy towards re- 
ry in the near term and set the stage 
ibsequent growth. 

O be able to undertake projects that 
generate more employment, the 
ded growth-oriented budget for 
allocates P21 billion for govern- 
perating expenses (an increase of 
from the 1985 level) and P17 bil- 








month — calls for measures that . 


emp 


king gears up for a share of the satellite launch market — 


ublic-sector pump 











king say there “may be some problems” 
on this, but hesitate to estimate the dif- 
ficulties and time involved in getting 
permission. 3 
Prof. Sun Jiadong, vice-minister, of 
the Ministry of Astronautics, told. the 
REVIEW that China is aware of the prob- 
lem but believes it can be overcome. “I 
am sure the US and other governments 
will give us support as we are all working 
for the benefit of mankind. For custom- 
ers who are concerned about the risk [of 
their technology being copied], they can 
bring in their own people and supervise 
closely the entire launching process. We 
can even build special. warehouses for 
their satellites [to ensure total secu- 
rity]," he said. - 
Another. potential area of conflict 
may arise when the People's Insurance 
Co. of China wants to know more from 
a reluctant customer- about. a specific 
satellite before providing insurance 
coverage. Conversely, China: may be 
unwilling to provide detailed informa- 
tion on rockets to those who wish to 


priming 


lion for capital spending (up 9396 from 
1985). The new budget is bigger by 
36.6% from the level originally: ap- 
proved by the deposed government of 
former president Ferdinand Marcos. 
The previous budget for. 1986 al. 
located 27.5% for operating and ca- 
pital expenditures and 23.5% for debt 
service, 

Total revenue is forecast to reach 
P83.2 billion, leaving a deficit of P26.2 
billion — equivalent.to about 4% of the 
year's projected gross national product. 
However, the gap should narrow to 
around P22 billion after an inflow of 
US$200 million from the US Economic 
Support Fund (the economic compo- 


nent of the US compensation package - 
for the use of military facilities in: the - 


Philippines). | | 
Finance Minister Jaime Ongpin esti- 
mates that total financing requirements 


for the expansionary strategy will reach ` 


P32.5 billion, including “other require- 
ments of P9 billion for debt amortisa- 
tion and P1.7 billion to build. up our 


cash balances." Ongpin proposes that - 


69.4% of that, or the equivalent of 
US$1.08 billion, -be financed from 
foreign aid and loans. That would leave” 





-for funds with the private secto 



























powerful. rocket. is the 43-m, three- 


stage, Long March-3, which can lift a 
1.2-1.4tonne satellite to a geostationary 
orbit. An Ariane rocket can take two 
such satellites, and the space. shuttle 
three. Sun said there. are plans to up- 
grade the rocket to handle a bigger 
payload of 2-2.5 tonnes, — — =. 

China has the capability to launch 
10-12 rockets a year, according to Sun. 
Official records, however, show that in 
the past two decades, it has launched an 
average of only one to two Long March 
rockets a year. China is unlikely to gear 
up its operations in a substantial way 
until many firm launch orders are at 
hand. The earliest date when Chinacan |. 
make its first launch for a foreign cus- | 
tomer is end-1987, Chinese officials | 
said, | | | x 










fS hina, nonetheless, has made, as one 

analyst describes, *a respectable 
and a timely start" in trying to establish 
itself in a market whose supply has been 
abruptly reduced by recent launch fail- 
ures of the US shuttle and Ariane roc- 
kets. It also boosts China's international 
prestige. Its scientific-research sector, 









































































P.10 billion to be financed 
tic sources. TL 2288 
At the 29-30 May meeting of the 
Philippines’ aid donors in Tokyo, 
Ongpin's team secured pledges for up to 
US$770 million, or 70% of the. total 
financing requirements, though. about 
US$170 million is not firmly commit- 
ted. I 
Failure to secure this additional fund- 
ing would increase the amount that will 
have to be raised from the local capital 
es 





from domes- 





































market, which may force interest r 
higher again in the event of comp 


























































job" with launching, having put up 18 
satellites themselves since 1970, a dip- 
lomat said. China says it has had only 
one áccident so far with Long March 
rockets, when a Long March-2 booster 
exploded seconds after takeoff in 1974. 
However, a smaller rocket modelled 
after the Long March was used for ex- 
perimental purposes, but its success 
rates have not been made public. There 
is no way to monitor China's launching 
track record by outsiders as the 
launches were not announced until they 
were complete. Sun said China *will try 
to make prior announcements" in fu- 
ture. 

Industry sources say China started 
wooing customers quite openly, follow- 
ing Long March—2’s successful launch of 
a broadcast-relay satellite in October 
1985 from Jiuquan, Gansu. Four 


Oil refinery: prices up. 





of the business community's major com- 
plaints over the activities of the Marcos 
government. 


T hat, along with persistent doubts over 
the present government's ability to 
raise the required revenue, remains à 
major sticking point in the country's 
negotiations for a new credit facility 
with the IMF. The Marcos government 
won a standby facility of 615 million spe- 
cial drawing rights (US$755.7 million) 
from the fund in 1984 at the depths of 
the recession. The IMF required the 
Marcos administration to implement 


| mon is late ;3 








































11.3 PT PER 
! the Long March- 
launched a communications satellit 
into a geostationary orbit from 
Xichang, Sichuan. 

A few days after the Challenger dis- 
aster in January 1986, a front-page Peo- 
ple’s Daily report invited foreign cus- 
tomers to use Chinese rockets. Adver- 
tisements carrying the same message 
also appeared in overseas newspapers. 
In May, a group of aeronautics officials 
went to the US to promote business, 
and some 20 firms have expressed in- 
terest in Chinese launches, the group 
claimed. The ministry also held a rare 
press conference in Peking in June, at 
which it revealed that companies from 
Holland, Canada, Britain, Australia, 
Pakistan and Indonesia have contacted 
it about the services. 
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he Swedish Space Corp. was the 

first to sign up with the Great Wall In- 
dustry Corp., the trading arm of the 
Ministry of Astronautics. Before the 
year ends, the Swedish firm will have to 
turn the loose option agreement into a 
contract for launching a small telecom- 
munications vehicle, Mailstar, by Long 
March-2 to a low-altitude, polar orbit. 

The Chinese reportedly will charge 
less than US$10 million for what is 
widely seen as a test of the rockets' effi- 


strict austerity measures in return for 
the financing. 

The Aquino government dropped 
that IMF facility in March — after much 
of it had been disbursed — following the 
realisation that the fiscal and monetary 
targets required for further fund re- 
leases were well beyond reach. Negotia- 
tions for a new credit arrangement, 
which Manila hopes will carry easier 
terms to allow it to implement plan- 
ned expansionary policies, are expect- 
ed to reach an advanced stage by mid- 
July. 

The government hopes to secure 
IMF approval of its economic policies at 
this time, after which separate talks are 
to be held with the country's commer- 
cial bank creditors. The banks have an 
outstanding facility to provide US$925 
million of new money to the Philip- 
pines, due to expire on 30 June. About 
US$350 million of this is still to be 
drawn down. Manila has requested that 
the availment period be extended up to 
the end of 1986, along with a trade facil- 
ity of US$3 billion. 

In earlier discussions, IMF represen- 
_tatives have persuaded Philippine offi- 
cials to adopt certain fiscal measures. 
Finance officials are currently going 
over their final list of possible new taxes 
to augment government revenue by 


22.9% this year to the revised budget. 


total of P83.2 billion. Expected to be 
raised are taxes on non-essential goods, 
particularly cigarettes and liquor. Speci- 
fic tax rates on petroleum products are 
also to go up, which may increase retail 
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idling foreign satellites. 
ges US$25-27 million for 
launching a 1-tonne satellite. Sun said 
China will charge 10-15% less than the ~ 
international rate for most launches. — 
The Houston-based Teresat Inc. I $ l 
also signed a memorandum of intent | 
with the Chinese to launch two rebuilt. 
communications satellites, Palapa B- 
and Westar VI, in the next two years ^H 
Other potential customers mention- - 
ed include Western Union of the US 
and the National Corp. Centre of Bri- — 
tain. ufi 
Chinese launch services are attrac: 
tive to foreign customers because they 
cost substantially less and are available 
when rockets elsewhere are fully 
booked up. The People's Insurance Co. 
also promises to charge premiums lower 
than the going international rate. It will | 
however find reinsurance with other in- 
surance houses expensive and difficu t 
to arrange in view of rocket failures this 
year. If the gap between domestic and 
international premiums is substantial, 
China will practically be subsidising 
foreign customers for their launches 


























































"We are providing preferential rates be- 
cause we want to support our country $ 

be ^ REI TV 
astronautics industry," said Cheng 
Wanzhu, managing director of People's 


Insurance. o 
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prices of fuel products — since January 
this year, fuel-product prices have been 
reduced three times for a total average 
drop of 27%. E 

To compensate for the removal oi 
quota restrictions on a wide range of im- 
ports (under a liberalisation programme 
now in its final stages), the government 
is planning to impose additional duties 
on these imports. Rates will vary from 
10-50%. The additional levy, to be 
phased out gradually, will be aimed at 
providing a cushion to local industries 
that may be adversely affected by any 
new import competition. Export taxes, 
which are being blamed partly for the 
stagnation of dollar revenues, are to be 
phased out too. " 

Tax officers are also looking into in- 
troducing a single tax rate on business- 
es. At present, firms reporting incomes 
of P 100,000 a year and above are taxed 
at 3595 while those earning less than 
that amount are assessed at 25%. The 
policy has resulted in a great number of 
businesses under-reporting their in 
comes. Tax incentives granted to indi 
vidual companies by Marcos under 
presidential decrees will be scra| 
ped. ^ 
A tax amnesty scheme for Filipir 10S 
desiring to bring back assets held over- 
seas and those with cases pending over 
tax assessments is also being readied. 
This policy is expected to generate new 
investments from Filipinos who avoided 
holding their capital in the country dur: 
ing the uncertainties of the Marcos ad: 
ministration. 
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. By Nayan Chanda in Washington 

^ | A ajor aid donors to the Philippines 
_ KEW have tentatively agreed to put to- 
. gether a US$600 million financing pack- 
N free for Manila if it can come up with a 
= convincing growth-oriented economic 
programme that would make this latest 
. bail-out a short-term operation and not 
_ the beginning of an addictive budget- 
A repor policy. 

Er e commitment was given at a sub- 
. committee meeting of the Consultative 
- Group on the Philippines in Tokyo on 
29-30 May, but fell well short of the 
US$1.08 billion sought by Philippine Fi- 
. nance Minister Jaime Ongpin in foreign 
aid and loans to help cover Manila’s 
. projected 1986 budget deficit of US$1.2 
billion. 

. Privately, international banking 
. sources expressed concern that the gov- 
ernment of President Corazon Aquino 
would have to quickly reconcile differ- 
ences within her cabinet and come out 
with an agreed economic programme 
if the cash-strapped Philippines wants 
to get the salvage operation under 




















N e . 

ehh mid-July the Philippines is sche- 
- duled to hold negotiations with the IMF 
Over a new standby loan agreement and 
present to the World Bank a firm econo- 
mic programme for discussion. Throw- 
ing some doubt on this timetable, an in- 
ternal World Bank memorandum, ob- 
tained by the Philippines Support Com- 
mittee and made available to the 
REVIEW, noted that senior officials of 
the Aquino government gave higher 
priority to making new appointments 
and exposing past misdeeds than “form- 
ing a consensus on a development plan 
for the future." 
_ The memorandum, dated 15 May 
and written after a bank mission to 
Manila, further noted: *Cabinet mem- 
bers have not yet adopted the discipline 
of an agreed policy line — on the con- 
trary they frequently make mutually in- 
compatible statements based on their 
personal views and political constituen- 
cies. Perhaps none of this is surprising in 
the circumstances, but for us it means 
that the Minister of Finance and the 
governor of the Central Bank do not 
have an easy time when they present 
"technocratic' arguments and proposals 
to the cabinet, and this is bound to com- 
plicate our work." 
|. Although during the Tokyo meeting 
Ongpin presented the broad outlines of 
a development plan, banking sources 
said that it did not represent the agreed 
position of the Philippine Govern- 


ment. The main points of the program- 


me were: 
> Tax reform, including efforts to im- 
prove collection. 

























— ——— — 7 -— — me RS 


Ax -5 "x ra — 
vm j COMER T P 
ê » - E i 


 Manila's donors are ready to put up another US$600 million 


- P 


» Business deregulation. 

» Trade liberalisation. 

» Reduction and streamlining of the ac- 
tivities of government financial institu- 
tions. 

» The sale of a major portion of public 
sector corporate assets. j 

» Dismantling of the notorious *crony" 
monopolies in sugar, coconuts and 
other basic commodities. 

However, the subcommittee of the 
consultative group concluded that the 
first priority is the pressing need to fi- 
nance the large budget deficit. Accord- 
ing to the latest estimate provided by 
Ongpin, the Philippines’ budget deficit 
for 1986 will be US$1.2 billion — 25% 
of the total budget spending estimate. 
Sources participating in the Tokyo 
meeting said that given the recession-hit 
condition of the Philippine economy, 
there is little scope for either increasing 





Ongpin: seeking loans to cover deficit. 


government revenue in any significant 
manner or further reducing expendi- 
ture. Especially as the bulk of the 
Philippines’ deficit is due to its debt-ser- 
vicing burden, injection of foreign funds 
appears to be the only solution if the 
Philippines is to be prevented from re- 
pudiating debt obligations. 


W ith the present depressed state of 
the economy and rock-bottom 
world prices for the Philippines’ main 
commodities, the government cannot 
hope to increase revenue. Manila wants 
the recovery to be driven by the private 
sector, but unless there is an increase in 
domestic demand chances for profits 
are slim, as is the possibility of greater 
private investment. However strongly 
the new economic managers in the 
Philippines may feel about the leading 
role of the private sector, says the bank 
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analysts, Filipino investors are unlikely 
to be enthusiastic at this stage. 

The World Bank, which leads the 
consultative group of donors, is cur- 
rently studying what the bank would be 
able to offer to the Philippines if it 
comes up with an acceptable economic 
programme. Sources said that commer- 
cial banks are expected to “pitch in” ina 
recovery package that could amount to 
US$600 million. 

There seems to be an acceptance in 
the bank that in the Philippines the gov- 
ernment must play an active role to 
create jobs and generate demand. “One 
needs government investment to prime 
the domestic demand,” said a source 
familiar with World Bank thinking. The 
bank reportedly is suggesting a quick- 
disbursing loan to enable the govern- 
ment to cover the budget deficit, service 
its debt and give an immediate kick to 
an economy, which has virtually ground 
to a halt. Some of the funds could be 
channelled into such projects as rural 
road construction which would im- 
mediately create jobs. 

Other than proposing the sale of 
some loss-making government corpora- 

tions, Ongpin presented 
plans to overhaul the tax 
structure so it would be 
ready to bring in more re- 
venue when the economy 
finally turns around, but 
could also immediately 
help the government cof- 
fers. Ongpin's plan in- 
cluded simplification of the 
current sales-tax system as 
well as streamlining in- 
come tax, improved collec- 
tion of income tax by com- 
puterisation of data, elimi- 
nation of exemptions offer- 
ed by the former regime 
through decrees and reg- 
ular checks on valid 
exemptions offered to busi- 
ness for a limited period. 
While expressing support 
for the thrust of Ongpin's 
plans, the bank nevertheless remains 
sceptical as to how much of it could ac- 
tually be implemented in the political 
and economic climate. 

Coupled with the doubt is the worry 
that the bail-out operation the bank is 
proposing could, in the absence of a 
properly implemented development 
programme, be the beginning of a vic- 
ious cycle. "Left to itself, financing of 
budget deficits tends to become self-per- 
petuating. So, the Philippine Govern- 
ment has to assure the donors that after 
a reasonable period of time such sup- 
port would not be necessary," says one 
source. While banking sources are re- 
luctant to specify what constitutes a 
"reasonable period," they suggest that 
it could be two to three years, by which 
time the Philippines would have 
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achieved a 3% growth rate, up from the 
current zero or negative rate. | 
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Evenif 
something inside it 
stops, It goes. 


In the past, if you needed a computer that was fault-tolerant, you had to make 
a couple of sacrifices. 

Namely speed and economy. 

One fault-tolerant system tied up two processors to do one processors job. 
And the other depended on software that slowed everything down. 

Well, NCR has invented a new system that changes that. 

Its the NCR 9800. 

Set up a 9800 for fault-tolerance and, if a module fails, the other modules take 
over for it while continuing to do their own work. 

The 9800 keeps running during a processor failure, or a software failure. 

It even keeps running during routine maintenance and upgrading. 

What's more, critical files can be duplicated, so even if a disk fails, your files 
are available. 

The NCR 9800 is built with field-proven 32 bit VLSI technology that has fewer 
components than conventional technology. So the chance of a failure is very slim. 

Because if something's not there, it can't break. 

So if you need a computer that's hard to stop, you know where to go. 

For more information, contact your local NCR representative. 


NCR9800. The evolution 
of the mainframe. NICR 
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To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank's corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 


Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
prices, Currency Notes and Demand Draft 
rates. Information from the world's major 
financial centres is constantly updated 

so that you can react quickly and 
appropriately as market conditions dictate. 


Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 


Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world's 
major financial institutions, with over 
1,200 offices in 55 countries. 


To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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and ensure your copy each week. 
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Thailand US$53 00 


The sparkling changes at the Hongkong Resto! Asia US$21.00 US$70.00 





Hilton are crystal clear. From the lighting North America US$88 00 

fixtures in the Main Lobby to the table Australasia NZ$34 60 NZ$115 00 
settings in the Grill, the Hilton has taken on Europe Ainca | cig oo a de EN 
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effort has been spent to create its new look. 
The renovation, the most extensive in the 
hotel's 22 year history, has included all 800 SURFACE MAIL RATES 
Guest Rooms, the Function Rooms, all 
Restaurants and the Main Lobby. 
In addition, there are three new Executive "SOT 
Floors and a splendid Executive Lounge. 
These are just some of the sparkling 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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Please enter my subscription for 
3 months 
6 months 
1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: US$6/HK$45 
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Japanese companies eye South Korea's low-cost suppliers 


By Paul Ensor in Seoul 

apanese companies, which have long 

been accustomed to looking at South 
Korea as a market for machinery and in- 
dustrial materials, are now talking 
about buying more from Korean 
suppliers following the meteoric rise of 
the yen. As a Japanese diplomat ob- 
served: “It is often the very same people 
— they used to arrive as salesmen, but 
now they are coming as buyers." 

South Korean companies say they 
are receiving many more Japanese visit- 
ors, but so far much of the discussion is 
exploratory: the Japanese are in- 
terested in sourcing machinery and elec- 
tronics parts, fabricated metal and toys 


from South Korea, as well as local pro- | 


duction contracts on an original equip- 

ment manufacturing (OEM ) basis. 
Representatives of Japanese general 

trading houses Sumitomo, Mitsui, and 


Mitsubishi have all recently passed. 
paying visits to the | 
major South Korean conglomerates. As | 


through Seoul, 


an executive of Samsung observed: 


“They come to our offices with long lists | 


of things they would like to buy.” Elec- 
tronics companies have also been doing 
the rounds and are already keeping col- 


our TV picture tube production lines at i 
Samsung and Goldstar plants at work, 


with more orders than they can satisfy. 
Japanese companies have purchased 
TV tubes from South Korean makers 
sporadically in the past, but are now 
said to be close to signing long-term 


contracts. Sanyo, which has no tube | 
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| 
| 
| 
close contact with suppliers particularly 
important. 

While the larger companies are in- | 
terested in sourcing with or without | 
technology transfer, the Japan External | 
Trade Organisation in Seoul reports 
that a number of smaller Japanese com- 
panies have shown interest in moving | 
their operations to South Korea in order | 
to maintain competitiveness, possibly 
with the assistance of their larger cus- 
tomers in Japan. | 

South Korean components produc- | 
ers suffer from structural deficiencies | 
which are in part a/ result of the imba- 
lance between large and small firms. 
The problems stem from the pattern 


T which has seen many of South Korea's 


production facilities of its own, is said to. | MM 


be particularly interested. Sanyo is also 


likely to expand its production facilities. Ml 


here, adding to the plant it runs in the | 


Masan Free Trade Zone assembling 
audio equipment. Also in the area of 
electronics, Fujitsu, which operates an 
assembly plant here as well, is said to be 
discussing the possibility of parts sourc- 
ing in South Korea. 

Also high on the Japanese shopping 
list are machinery and car parts. Be- 
cause of the mixed quality of the coun- 
try's components producers, which tend 
to be small, underfinanced, and. lax on 
quality standards, sales to Japan could 
be some way down the road. 

According to a representative of one 
major trading house on a visit to Seoul, 
at this stage calculations in many areas 
revolve around the cost-effectiveness of 
transferring the technology and raising 
local standards to reach those required 
in Japan, having found the right small 
company to do the job. The tight inven- 
tory schedules which Japanese com- 
panies, particularly in the automotive 
sector, are. accustomed to will make 








Hyundai car worker: high Japanese content. | 


export successes involve the assembly of | 
products with relatively high levels of f| 
import content, often from Japan. | 
South Korean video-cassette recorders, | 
for example, rely on Japanese compo- | 
nents for 35% of their export value, ad- | 
mittedly relatively high for electronics. | 
The import content of ship exports is 
30-50% . Hyundai Motors’ new export 
success in North America, the Pony 
Excel, has a higher content of Japanese 
components from Japan than is the case 
with locally sold units. 


T problem is particularly marked 
in the auto-parts sector, which the 
overnment has declared off limits to the 
ig groups to encourage small-scale en- 
trepreneurship. One big group, Sam- 
sung, has been exploring possibilities 









































































the small companies involved, buts 
this project has not gone beyond- 
search. If auto-parts supply ! to Japanc 
be made successful, it will probabl 
begin with some kind of arrangemke 
between car makers here curren 
working with Japanese producers. 
notably Hyundai, which receives tec 
cal assistance and parts from its share 
holders at Mitsubishi Motors, and Kia 
which is working with Mazda ona similar 
basis (REVIEW, 5 May). 
Despite these weaknesses, the po 
tential for sales to Japan in a number o o 
areas is being considered seriously 
both sides of the Korea Straits due t 
the rapid rise of the yen against the won 
which has remained roughly constan 
against the US dollar since the green 
back started to fall against the Japane 
unit late last year. Stock prices of ma: 
electronics companies have been b 
feted by rumours of possible deals w 
Japanese companies. A spokesman: 
the Daewoo group mentioned disc 
sions under way regarding possible sa 
of batteries and construction equi 
ment; other companies which wished 
remain anonymous mentioned talks o 
parts sales, mainly in the electronicsa 
machinery areas. 
Particularly striking has been the r 
newed interest among some of th 
larger electronics companies, wh 
withdrew from joint ventures with | 
companies in the late 1970s and ea 
1980s after running into difficu 
Sony and Matsushita being two notabl 
examples. Toshiba and Hitachi 
also been in Seoul, reportedly soun 
out possible OEM production contr 
for consumer electronics items wW 
local firms. 
Many Japanese companies have | 
joint ventures with South Korean co 
panies owing to problems with labo 
relations and with  joint-venti 
partners. The turbulent 1979- 80 perio 
saw a particularly large number of wi 
drawals influenced by the difficult pol 
tical period the country was weatheri 
While relations between the two co 
tries have undoubtedly entered a n 
phase in recent years, strong anti-Jap 
ese feeling makes the country a very: 
ficult place to operate on a dayto í 
basis. 
For thë South Koreans the most V 
rying aspect of the yen's rise has be 
the dramatically rising cost of their ad 
diction to Japanese machinery à 
parts, which drove imports from Ja 
up an average of 36.6% in the first fi 
months of the year, while exports 
Japan only rose 9.1% — at the curr 
rate South Korea's bilateral deficit 1 
rise 50% to US$4.5 billion by the end 
thé year. But flushed with optimist 
over the boost the yen's rise will give 
South Korean exports in third coi 
tries, Seoul has not raised the emotio 
issue of trade deficits recently. 























A call for de-regulation of 


Malaysia's securities industry 


Fo securities market segment of the 
Malaysian capital market is very 
badly organised. While the aggregate 
market value of the listed shares ranges 
from M$50-60 billion (US$18.9-22.7 bil- 
lion), the regulatory framework is badly 
fragmented and lacks the manpower 
and financial resources to regulate the 
market and to develop the necessary 
framework of a progressive and healthy 
securities industry. 

The present fragmented regulatory 
framework is obvious from the number 
of committees and authorities reporting 
to different ministers. On reading the 
articles of association of the Kuala Lum- 
pur Stock Exchange (KLSE), one notes 
that the KLSE committee, consisting 
largely of elected brokers, is supposed 
to manage and regulate the operations 
of the stock exchange. In practice, the 
powers to determine the terms of list- 
ings and suspension of counters, and the 
pricing of new issues and share swaps 
are taken over by: 

» The Capital Issues Committee 
(CIC), which is presently chaired by the 
secretary-general to the Treasury and 
who will soon be replaced by the gover- 
nor of the central bank, Bank Negara. 
The CIC is answerable to the minister of 
finance. 

» The Foreign Investment Committee 
(FIC), whose specific approval is re- 
quired for the restructuring of corporate 
equity ownership and corporate acquisi- 
tions. The FIC is within the Prime 
Minister's Department with its own sec- 
retariat. 

» The new Takeover Panel, whose 
forthcoming Takeover Code will govern 
takeovers and mergers. The 15 mem- 
bers of the Takeover Panel are answera- 
ble to the Ministry of Trade and Indus- 
try (MTI). 

» The Industries Division of the MTI, 
which has to approve new issues or spe- 
cial bumiputra share issues to ensure 
compliance with the allocation proce- 
dures and the level of bumiputra (in- 
digenous Malaysian) participation as 
required under the New Economic Po- 
licy. 

» The Registrar of Companies (ROC), 
who besides registering companies and 
prospectuses, may query companies 
and individuals, undertake investiga- 
tions and prosecute offenders in court. 
The ROC is within the MTI but is also 
answerable to the minister of finance 
under various provisions of the Securi- 
ties Industry Act. 

In effecting corporate transactions, 
companies and their advisers have also 
to be conscious of the relatively new 


72 


provisions of the Banking Act and the 
Finance Companies Act whereby par- 
ties will be trangressing the law if they 
enter into transactions which directly or 
indirectly transfer beneficial ownership 
of 5% or more of a bank or a licensed 
finance company, without having ob- 
tained the prior permission of the 
minister of finance through the central 
bank. 

The procedures for effecting cor- 
porate transactions are made cumber- 
some and time-consuming because the 
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KLSE: lost powers. 








CIC secretariat will not wish to pro- 
cess submissions before proposals are 
approved in writing by the FIC. Take- 
over offers involving share issues now 
cannot be made without the prior ap- 
proval of the CIC. We have yet to see 
the procedure required by the Takeover 
Panel. 

At this time it is almost impossible to 
advise a client to effect a contested take- 
over because of the large number of reg- 
















Datuk Malek Merican is the manag- 
ing director of Arab-Malaysian Mer- 
chant Bank. This article has been 
taken from a speech he gave in 
Kuala Lumpur during a recent 
seminar on the securities industry 
in Malaysia. 











ulatory uncertainties, in contrast to 
other markets where takeovers are a 
booming business. 

The fragmented framework has 
tended to emphasise regulations with- 
out creating a sufficient capacity to re- 
spond to crises and problems. To most 
observers, neither. the CIC nor the 
KLSE. responded satisfactorily to the 
crisis triggered by the "forward con- 
tracts" and the collapse of Pan-Electic 
Industries, which led to the suspension 
of trading on the Singapore and Kuala 
Lumpur stock exchanges. The uncer- 
tainty and delay in ascertaining the ex- 
tent of forward contracts, and the in- 
ability to ascertain whether Malaysian 
brokers required or would support a 
liteboat facility have made it clear that 

| the present regulatory frame- 
work needs to be critically re- 
viewed and radically strength- 
ened. 


he idea that the KLSE 

committee of elected 
brokers (which may be partly 
strengthened by appointment 
by the minister of finance of 
one or more part-time mem- 
bers) should be the primary 
regulatory agency to ensure 
the day-to-day operations of 
the KLSE and the integrity 
Of its contracts must be ques- 
tioned as obviously insuffi- 
cient. 

If local and international 
investor confidence in the 
Malaysian securities market 
is to be improved, it is nec- 
=| essary to re-design the indus- 
*4| try and radically strengthen 
the regulatory and develop- 
mental framework. A review 
of arrangements in various 
countries have shown that 
securities commissions have 
been established in an increas- 
ing number of countries and increasing 
efforts are being made to strengthen 
their regulatory and developmental 
roles. 

The proposal being promoted by the 
Association of Merchant Banks — to 
establish a securities commission in 
Malaysia — is gaining support. 

The primary objective of a Malay- 
sian Securities Commission should be to 
ensure the effective performance of the 
securities market and to foster its 
growth and development. It should 
have a full-time chairman and a full- 
time deputy chairman and be supported 
by a strong secretariat. The commission 
should include representatives from the 
‘Treasury, the MTI, the central bank, 
the KLSE and a number of representa- 
paves from the business community, the 
broking and banking industry and the 
laccounting and legal professions who 
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can contribute especially to the 
making and developmental roles of the 
commission. 

The commission should take over 
the functions of the CIC, the FIC and 
the Takeover Panel. There is little 
doubt that all the functions of these 
three bodies will be more efficiently car- 
ried out when they are undertaken by 
one body. Currently, it needs a good 
corporate finance expert to be certain 
about some of the division of functions 
among these bodies. The revised proce- 
dure will save time. 

Careful consideration will have to be 
given as to whether all or which part of 
the functions and responsibilities of the 
ROC (and his staff) should be transfer- 
red to the commission. Most, if not all, 
of the roles, responsibilities and powers 
of the ROC in the Securities Industries 
Act should be transferred. These in- 
clude powers to query, in- 
vestigate and prosecute com- 
panies and individuals in rela- 
tion to share price manipula- 
tions, market riggings, and so 
on. 

In redesigning the frame- 
work, it has been suggested 
that there should be a strong 
association of sharebrokers or 
sharebroking companies to 
look after the interest of its 
members and to contribute to 
the general development of 
the securities industry. Given 
the present strength of the 
sharebroking companies, and 
the inevitable conflicts of in- 
terest that arise, it has been 
strongly argued that the man- 
agement and development of 
the national stock exchange 
should not be left with a com- 
mittee of elected brokers or 
with an association of share- 
broking companies. 

. While the major redesign- 
ing of the securities industry 
that is proposed is in the estab- 
lishment of a securities com- 
mission, it is urged that work be 
undertaken to separate a Big Board 
and establish a Second Board for the 
KLSE. 


2 de Big Board should list only shares 
of companies with sound fundamen- 
tals and established management that 
will be recognised as such locally and 
also internationally. All the other 
shares should be listed on a Second 
Board, whose listing requirements 
should be made reasonably lenient. 

I would also propose a shifting of 
the Bumiputra Stock Exchange to the 
‘KLSE through the establishment 
of a KLSE Bumi Board. I continue 
to believe that a very small Bumiputra 
Stock Exchange cannot function effec- 
tively. 

To continue its separate existence, 
we have to subsidise the operation, con- 
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€ it local and international 

investor confidence in the 
Malaysian securities market is 
to be improved, it is necessary 
to redesign the industry. ? 























demn those bumiputras that are in- 
volved to work in a sheltered, uncom- 
petitive environment instead of chal- 
lenging them to find a niche in the na- 
tional industry, and above all we 
penalise all the shareholders of the 
bumiputra companies because the mar- 
ket prices of their shares are lower and 
their opportunity to trade is much less 
than if their shares were listed on the 
KLSE Bumi Board. 

During 1984, an additional 14 
companies were listed on the KLSE. 


WENDY FORDYCE 


Four more companies were listed dur- 
ing the first four months of 1985, before 
the freeze on new listings announced 
during January 1985 interrupted the 
flow. The Malaysian Airline System was 
listed during December 1985 and two 
companies have been listed during 


1986. 


There were no new listings during a 
period of seven months in 1985. We 
should all welcome the recent categori- 
cal assurance by the minister of finance 
that there is now no longer any freeze on 
new listings. 

While we are happy that there is now 
no longer any freeze, we are still un- 
happy at the fact that there are eight ac- 
quisition share issues and two 
bumiputra issues of shares with a cur- 


‘rent market value of about M$272 mil- 


lion that are currently not permitted to 
be listed on the KLSE. Two rights issues 
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million will also not be permitted to be 
listed immediately. In addition, some of 


the 11 rights issues that have been an- © | i 


nounced to raise a total sum of M$312 
million are having problems because 
the CIC does not wish to have the 
shares, when issued, to be immediately 
listed. 


i pas unique ways of restraining the 
flow of listed shares coming on to the 
market for fear that they may depress 
market prices cause various problems 
and make investors worry about clever 
ways of tinkering with the workings of 





the securities market. Investors, and | 


especially foreign fund managers and 
brokers are very critical of the continu- 
ing float of unlisted shares of listed com- 
panies, a unique phenomenon among 
stockmarkets. I would urge that all 
rights and acquisition shares be im- 
mediately allowed to be listed so that we 
can reasonably say that the Malaysian 
market is now allowed to operate nor- 
mally. 

Another major de-regulation we 
would advocate is for the CIC to cease 
to fix the price of new share issues and 
offers for listings. Under our current 
system, the CIC is to consider not only 
whether the shares of a company are to 
be listed or not, but it also fixes the issue 
or offer price as well. The CIC 
guidelines state: *. . . the price of securi- 
ties should yield a prospective price/ 


tween 3.5 and 8, based on the projected 
maintainable pre-tax profits of the com- 
pany." The effect of this procedure is 
that the CIC fixes an issue price that is 
significantly lower than the market 
price. As a result, all new issues are con- 
siderably over-subscribed. 

There is a considerable body of opin- 


thorities contribute to the facts that 
listed vehicles have premiums of M$15- 
30 million; that Malaysian shares have 
unreasonably high price/earnings (p/e) 
ratios; that the limited supply of listed 
shares is a major factor in explaining 


why average p/e ratios on KLSE shares 


are unreasonably high by international 
standards, and that over the past 10 
years, there has emerged a whole group 


of Malaysian entrepreneurs whose pri- 


mary preoccupation is to create and 
trade paper. 
I would like to urge that the primary 


‘policy objective is to develop a national 


stock exchange that will enable the 
largest number of companies to raise 
capital most efficiently. Listing on the 
stock exchange is not to be regarded 
as a privilege. Companies and entre- 
preneurs should be able to use the 
facilities of the national stock exchange 
to raise capital to fund their projects and 
make their products competitive inter- 
nationally. 


earnings multiple in the range of be- - 


ion which considers that the cumber- - 
some procedures and the generally re- - 
Strictive posture of the Malaysian au- - 
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BANKING 


Snub to the World Bank 


Thailand continues to bail out troubled financial firms 


By Paisal Sricharatchanya in Bangkok 


hree years ago the World Bank con- 

ducted a study of Thailand's finan- 
cial system and recommended that the 
government permit institutions "free 
entry and orderly exit." It now seems 
clear that the Thai Government has re- 
jected that notion; since then Thai po- 
licy has run counter to the World Bank's 
classic market-oriented approach. Ob- 
sessed by considerations of protecting 
depositors as well as by fears that any 
failures would shake the entire financial 
system, the unspoken policy of the 
Bank of Thailand (BoT, the central 
bank) is to rescue sick institutions rather 
than see them fail. 

Although 19 finance firms were al- 
lowed to collapse following the finance- 
sector crisis of late 1983, these were 
written off by the government as grossly 
mismanaged and fraudulent operations 
beyond hope of rescue. Since then, 
another 25 finance companies, and one 
bank, have been taken over by the state. 
And the government is now poised to 
take partial control of yet another be- 
leaguered bank — First Bangkok City 
Bank (FBCB). 

While rescue operations so far have 
entailed a complicated process involv- 
ing the BoT, Ministry of Finance (MoF) 
and the state-owned Krung Thai Bank, 
a new tool to spearhead and administer 
any future rescue missions has been 
created. Under a controversial decree 
at the end of last year amending the BoT 
act, the Fund for Rehabilitation and 
Development of Financial Institutions, 
commonly known as the deposit-insur- 
ance fund, has become the designated 
saviour of sick firms. 

The rescue policy is not universally 
supported: critics say the MoF's inter- 
vention is too costly and drains off gov- 
ernment resources that could be better 
utilised in other, more needy areas. It 
was only with a massive infusion of state 
funds that the government was able to 
organise the 10-year rescheduling of 
notes held by depositors of the 19 failed 
finance companies. 

But the government’s reaction is that 
it can ill-afford the adverse political con- 
sequences which would arise from fi- 
nancial institution failures. The rescues 
dating from the 1983 crisis are by no 
means over; more funds will be needed 
before these institutions are fully re- 
habilitated. 

“At a time when we had no system to 
cushion the [adverse] impact on de- 
positors, we had to choose the middle 
course. We could not allow completely 
free exit. The crisis had to be stopped; 
otherwise the snowballing effect would 


74 


pull down other [more healthy] institu- 
tions,” commented a senior central 
bank official. 

For the 25 now MoF-controlled fi- 
nance firms, the authorities have de- 
vised two channels of assistance — cred- 
it lines of Baht 2.4 billion (US$90 mil- 
lion) in the form of fresh equity and 
Baht 6.4 billion as soft loans. So far, 
Baht 1.4 billion worth of equity has 
been injected and Baht 2 billion in soft 
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by politicians whose professed areas of 
concern centre more on poor farmers in 
the countryside rather than relatively 
affluent Bangkok residents. Because of 
the highly centralised business structure 
here, few of the existing 99 finance and 
securities companies (plus another 25 
credit foncier firms, or second-line fi- 
nance firms) have upcountry branches, 
which means most depositors and bor- 
rowers are concentrated in the capi- 
tal. 

Perhaps the most vocal critics are 
members of the Social Action Party 
(SAP), a key member of the outgoing 
ruling coalition which in the past had 
gained popularity in upcountry pro- 
vinces partly because of a long-standing 
farm crop price-support policy. SAP 
MPs argue that the resources sunk into 
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of Thailand: unspoken rescue policy. 


loans has been disbursed. The total soft- 
loan utilisation is expected to be less 
than Baht 5 billion after all the firms are 
nursed back to health. 

Given the troubled firms’ combined 
deposits of about Baht 10 billion, the of- 
ficial argued, the government assistance 
could not be regarded as overly costly. 
“If we had allowed these firms to liquid- 
ate, we might have been able to recover 
only half of the assets, or less. The gov- 
ernment intervention has also boosted 
public confidence [in other independent 
finance firms].” 


hile the equity injection enables 
them partially to write off bad 
debts, the soft loans — with which they 
are required to purchase government 
bonds in order to earn a roughly 10% in- 
terest differential — are designed to 
help boost income. These companies 
have suffered from an acute liquidity 
shortage stemming from holding large 
amounts of non-performing assets 
(much of them in loans to affiliated 
companies) and obligations to continue 
paying interest to depositors. 
The rescue operations are criticised 





rescuing ailing financial institutions 
could have been better utilised in prop- 
ping up depressed paddy prices. How- 
ever; the price-support scheme was 
dumped early this year after economic 
ministers ruled that it was ineffective in 
the face of poor world prices (REVIEW, 
13 Feb.). 

The single most costly rescue oper- 
ation has been the rehabilitation of the 
former Asia Trust Bank, taken over by 
the government in 1984 and later re- 
named Sayarm Bank (REVIEW, 13 
Sept. '84). Officials now concede they 
were shocked at the extent of damage 
caused by the previous management's 
fraudulent practices. To date, about 
Baht 5.7 billion worth of bad and 
doubtful debts have been uncover- 
ed, including Baht 4 billion extended 
to shadowy outfits and dummy com- 
panies affiliated with the bank's former 
chairman, Wallop Tarnvanichkul, alias 
Johnny Ma. 

The rehabilitation so far has been 
beset with problems. The Baht 5.7 bil- 
lion of non-performing assets, equiva- 
lent to more than half of the Baht 10 
billion total lendings at the end of 
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Tt was the duode: due to effect 
speedy recovery for Sayarm Bank 
ich prompted the BoT act amend- 
ient. Immediately afterwards the 
ank's capital was written down from 
aht 600 million to Baht 30 million 
'hile the fund injected Baht 1 billion in 
sh equity. Two lots of soft loans from 
16 central bank totalling Baht 2.3 bil- 
on earlier i in.1985 did little to improve 
ayarm's liquidity as they were condi- 
onal on the purchase of government 
onds. 

While previous equity injection was 





{oF , BoT and the state-run Krung Thai 
ank, the deposit-insurance fund now 
srves as the central body for any rescue 
lissions, In a joint venture with Austra- 
an Guarantee Corp., it took a minority 
ke in the restructured First Siam 
rp. (REVIEW, 29 May) and is slated 
) subscribe one-third of a Baht 1.5 bil- 
on capital increase at FBCB. 


hrough a combination of foreign- 
exchange losses at home (as a result 
t the November 1984 devaluation of 
1¢ baht) plus damage from property in- 
sstment in Hongkong, FBCB's au- 
itors have recommended that Baht 
9 billion worth of “valueless” assets 
e written off. The bank recently under- 
ent a major change in its management 
nd ownership structures. 
For the Sayarm Bank at least, the 
ailout is so far inconclusive. This year, 
e bank was still losing about Baht 50 
lion monthly as a result of the heavy 
'rest-servicing burden. The manage- 
nt had repeatedly called for a Baht 
billion wholesale package of assist- 
e, or equivalent to the non-perform- 
| assets, to wipe out the losses once 
nd for all. 
The BoT recently approved. a Baht 
billion package — including Baht 
00 million in fresh equity, Baht 1.5 bil- 
on in soft loans plus another Baht 1.5 
ion to purchase the portion of poten- 
ly recoverable debts — which should 
malise Sayarm's position only by the 
of1987.  . 
Sayarm's. chairman Kasame 
hatikavanij commented: “The dam- 
e caused by the previous manage- 
nt] is very high. In a way, it's unfair 
t public money is used while Johnny 
is living happily. But if we were to 
ympare with the adverse impact if the 
k had collapsed, I think it's still 
thwhile." Civil and criminal charges 
re against Ma, taking refuge in 
aiwan, are unlikely to proceed as 
igkok and Taiwan have no diploma- 
relations and hence no ) extradition. 
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omplicated by the involvement of the 





All-India 


Airlines? 


A plan to merge two carriers 
could encounter turbulence 


By Mohan Ram in New Dethi 


ndia has decided to integrate the 

operations of its government-owned, 
international and domestic airlines dur- 
ing the next three or four years, merging 
them eventually into a single national 
airline. The objective is to effect 
economies by reducing overheads and 
avoid duplication of operations. Prime 





| operat 


pass through Bangkok. 

Both airlines are commercially via- 
ble in.their present form. When the in- 
ternational aviation industry as a whole 
was hit by recession in the early 1980s, 


| AI, which has a capital of Rs 1.48 billion 
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Minister Rajiv Gandhi (a Boeing 737 | 


pilot with the domestic carrier until he 
entered politics in 1982) favours such a 
merger and an integration plan is now 
being worked out, 

Air-India (Al), ‘the international 
carrier and Indian Airlines (1A) are not 
in a competitive situation now. In fact 
there is a high degree of complementar- 
ity between them. India nationalised its 
airlines in 1953 and AT became its pri- 
mary international carrier. AI operates 
regular services to. Asia, Europe. Af- 
rica, North America and Australia. IA 
was created through: the merging of 
smaller airlines nationalised in 1953. It 
operates relatively short-haul services 
to 73 stations including nine in seven 
neighbouring countries (Nepal, Pakis- 
tan, Bangladesh, Sri Lanka, Maldives, 


Barter by 
proxy 


Pakistan chooses foreign firms 
to boost commercial links 


By Mohammed Aftab in Islamabad 
jo has selected four foreign 


companies to manage the. country's | 
countertrade during the next year in an 
effort to build up stagnant exports and 
reduce a huge trade deficit. Mitsubishi 
Corp. of Japan, Sucres et Denrees of 
France, the West German M. G. Trad- 
ing Services (a joint venture between 
Metallgesellschaft and Conis Drevfuss); 
and Prudential Bache of the US have — 
each been designated to handle up.to 
US$100 milion in countertrade, evenly 
split between imports and exports. 


During 1985 Islamabad nominated | 


Sukab. of Sweden, Marco Trading of 


| Switzerland and Mitsubishi tohandle up. |. 
_to US$1 billion in countertrade, ‘but | 
their Bpoiument: arousen consider- 
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( US$118.4 million) — half of which is 
treated.as equity and the other half as 
loan capital — managed to earn a profit 
of Rs 574 million in 1983-84 and Rs ed 
million in 1984-85. During 1985-86, 

earned a record Rs 650 million. lÀ's 
capital. stood. at Rs 00- million on 31 
March 1985,:half 


equity and the other ‘half loans. Its net 












profit rose from Rs 458.5 million in. 


1983-84 to Rs 528.4 million in 1984-85 
and to Rs 587.5 in 1985-86. 
Advantages are seen in the linking of 


the two airlines but the proposed. 
merger will not be easy. Government. 


thinking favours amalgamation of 
the handling facilities of the two airlines 
as a first step. This will eliminate a good 
deal of duplication. In addition, repair 
and maintenance of aircraft can be 
amalgamated without much difficulty. 
The Al fleet comprises nine Boeing 747- 
237s, five Boeing 707-337s and three 
Airbus A300-B4s. Six / s A3 Os are 
to be acquired by the end of this year. 
The fleet composition of IA is eight Air- 
bus A300- nd two Airbus A300- 

: Boein Ms “HS748s and 
eight F27s. TH e acquisition of 19 Airbus 
A320s will be completed by 1989-90, 










Thus, basically the fleets comprise PE 


bus and Boeing aircraft. 


| sole controversy and their operations 


have been little publicised. According 
to officials, the decision to use foreign 
companies to act as countertrade agents 
is experimental, and its future depends 
entirely on results achieved. The aim is 
to break through the inertia that has 
held back Pakistan's efforts to boost its 
exports in recent years. 
Under the new arrangement, a one- 
year agreement will be signed between 
each of the four multinationals and the 
state trading corporation. They will also 
sign an inter-bank agreement which will 
set out items involved in the counter- 
trade. In exports, the traders will be limit- 
ed to 20% (by value) from traditional 
items such as cotton yarn, raw cotton and 
rice. This, the government hopes, will as- 
suage businessmen who fear the multi- 
nationals. will take over established ex- 
port business. The other 80% of exports 
must be made up of such “new” goods as 
vegetables, flowers, minerals, sporting 
goods, leather garments, fish, chemicals 


nd steel and engineering products. 


Both business and the government 
are watching intently as the four com- 





es to. any of these coun- a 
tries except that Tokyo-bound Pots 
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Al is servicing jet engines for the LA 
fleet already. A common fleet could be 
the second step. Although the short- 
haul Boeing 737s of IA cannot be used 
for ATs services, its Airbus aircraft 
would be of use. Already, during the 
peak pilgrim season AT's services to the 
Middle East are supplemented by IA’s 
Airbus flights. 

Bringing the two airlines' staff into a 
single organisation will be the most dif- 
ficult task, reserved for the final stage 
before a formal merger. Each employs 
about 20,000 personnel and integration 
of operations means redundancy and 
therefore trade union opposition. There 
is a substantial difference in the wage 
structure of an international carrier and 
a domestic airline. 

Neither of the two airlines is likely to 


be enthused by the merger plan though 
most directors (the ex-officio chief of 
the Indian Air Force, the director-gen- 
eral of tourism, the chairman of the In- 
ternational Airport Authority of India 
and others) are common to both. The 
managing directors of the two airlines 
sit on each other's boards. 
Nevertheless, a merger means loss of 
patronage because there will be fewer 
Jobs to offer and fewer deals and con- 
tracts. So it would hardly be surprising if 
the'plan for integration of operations 
were to stop a step short of a full merger. 
AT and IA together own Vayudoot, the 
third-level feeder airline started in 1981. 
After losing heavily, it broke even in 
1985-86 and is growing fast. Its integra- 
tion with a national airline would pre- 
sent the least difficulty. o 





Air India Boeing 747-200: commercially viable. 





US$200 million of the nominal US$400 
million target for new trade. 

The policy has already attracted con- 
siderable criticism from private Pakis- 
tani traders who fear the foreign com- 
panies will eat into existing business 
rather than create new markets. 


he Ministry of Commerce (MoC) hit 

on the idea of moving into organised 
countertrade soon after the government 
of Prime Minister Mohammed Junejo 
came into office late last vear. Not long 
after that it named three companies to 
handle the trade on Islamabad's behalf. 
However, the process was carried out 
without calling for competitive offers, 
so when the announcement was made, 
other foreign trading groups clamoured 
for a slice of the business. While the 
MoC was adamant about sticking with 
its original choices, Junejo intervened 
and ordered that other offers be con- 
siderd. 

He also asked the MoC to lay down 
criteria for the selection of multination- 
als to handle up to US$500 million in 
countertrade over a one-year contract 
period. The offer drew 52 applicants. 
As the number of companies bidding for 
the agency rose, the MoC started think- 
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ing in terms of up to US$2 billion in 
countertrade. However, as the coun- 
try's exports in recent years have hover- 
ed around US$2.5-2.9 billion and im- 


ports at around US$5.5-6 billion, this . 


target seemed wildly unrealistic. 

The pace of selecting the multina- 
tionals slowed when Salim Saifullah 
Khan moved in to head the MoC from 
the Ministry of Communications. The 
entire project was reappraised and the 
government decided to cut the size of 
overall planned countertrade during the 
experimental stage. “This was in order 
to not rock the boat so much,” disturb- 
ing existing trading patterns, said a 
MoC spokesman. 

Before the final selection of the four, 
10 companies were shortlisted, reveal- 
ing strong and widespread interest in 
the business. The list included Nichi- 
men of Japan, Kloeckner of West Ger- 
many, Enka of Turkey, Neste of Fin- 
land with Crescent Petroleum, Sukab 
and Marco Trading. The government 
will judge the performance of the four 
agents through a monitoring unit of the 
state's. exports-promotion bureau, 
based on whether the companies pro- 
duce savings in imports and add to the 
size and markets of exports. oO 












CURRENCY 


Eggs ina 
new basket 


Nepal cuts its link with 
the Indian rupee 


By Kedar Man Singh in Kathmandu 


he interim government in Kathman- 

du has decided to float the Nepalese 
rupee based on an international cur- 
rency basket, ending the rupee’s 30- 
year direct link with the Indian rupee. 
State Minister for Finance Bharat 
Bahadur Pradhan said the country was 
adopting a more “realistic” currency 
system to reflect the declining depen- 
dence of the Nepal economy on India. 

“To keep the exchange rate . . . peg- 
ged to a single country would involve a 
higher economic burden for the econ- 
omy on the one hand and at the same 
time it curtails Nepal's freedom to adopt 
economic policies [that are] suitable," 
Pradhan told the REVIEW after the 31 
May announcement of the currency 
float. 

The move was made by the interim 
government led by Nagendra Prasad 
Rijal, in the wake of the 12 May elec- 
tions which saw a large number of rela- 
tively young leftists elected to the coun- 
try's non-party legislature. Rijal's gov- 
ernment has also taken steps to tighten 
credit, increasing interest and deposit 
rates substantially to forestall a cur- 
rency rush offshore and slow the pace of 
inflation fired by last year's hefty budget 
deficit. 

According to Pradhan, the rupee will 
be pegged to a basket of currencies 
which reflect the makeup of Nepalese 
trade. In previous years India ac- 
counted for up to 90% of total trade, but 
now the Indian share has fallen to about 
50%, with Japan, the US, the major 
EEC countries, Singapore and Hong- 
kong accounting for most of the rest. 
The float, Pradhan said, will allow the 
government to avoid big devaluations in 
the future like the 14.7% cut in the 
rupee’s value against the Indian cur- 
rency on 30 November last year. 

The interim government also took 
steps to restrict capital outflow and 
bring inflation, fed recently by large 
budget deficits and cheap credit, under 
control. During the last government's 
tenure, including the devaluation infla- 
tion averaged about 21%, according to 
the Nepal Rastra Bank (NRB), the cen- 
tral bank. 

Following the NRB’s increasing of 
minimum interest rates, the Nepal 
Bank, the country's largest private 
bank, pushed up by some 30-70% in- 
terest on fixed capital loans for indus- 
trial-sector entrepreneurs and exports. 
The 55% subsidy on export finance pro- 
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ind has been withdrawn. 











on pre-shipment loans from 8% to 15%. 


June) of Rs 1.4 billion (US$72.2 
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nance Minister Roger Douglas is 
bullish about the | medium-term 
pects for the New Zealand econ- 
ny and when he voiced that opinion in 
pan and other countries in East Asia 
May, the New Zealand dollar floated 
a little. The result was another yel 
om exporters who claim the dollar is 
ervalued and causing serious damage 
the real economy. 
In nominal terms, the dollar is not 
gh, hovering around 66-67 on the Re- 
serve Bank's (the central bank) trade- 
hted index, up only marginally 
he 63 at which it was fixed after a 
evaluation in July 1984. But that 
ily part of the story. 
iscounted by the difference be- 
ween the New Zealand inflation rate 
| the devaluation and inflation in 
ountries in the trade-weighted bas- 
of five currencies (the US and Aus- 
an dollars, the yen, Deutschemark 
rling), the current rate is margi- 
low the pre-devaluation level. 
porters, who have, over the past two 
ars, lost tax breaks and subsidies in 
de-off for the devaluation, have 
ise. to feel aggrieved that they are ex- 
cted to trade profitably with neither 
«concessions nor the devaluation. 
.addition, movements within the 
ket have been skewed in the wron 
lost of New Zealand's traditiona 
toral commodity exports — about 
"o of the total merchandise exports — 


























































'priced in US dollars. As the US dol- 
has floated down — on a trade- 
die basis by about 18% since Sep- 
be 
id producers. From an exchange 
around 45 US cents at the time 
w Zealand dollar was floated in 
rch 1985, the rate has climbed to the 
-high-50s, settling at around 55.5 
€ May to early June. 
he result has been disastrous prices 
meat and dairy-produce. farmers, 
ace average trading losses of 
$10-20,000 (US$5,650-11,300) in the 
5 g farm financial year (beginning 1 
e- other problem currency. has 
the Australian dollar, against 


he New Zealand dollar stood at 









level. . 
d ha and com- 
ercial banks nearly doubled interest 
1€ squeeze on credit will allow the 
t to hold an earlier projected 
icit for fiscal 1985-86 (ending 


n), from a total budget of Rs 11.48 


prospects ahead - 


r — so have prices paid to. New : 
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from 8.576 for three-month deposits to 
1476 for five-year deposits, as a way of 
bolstering public savings and restricting 
capital outflow. 

The .tight-credit policies quickly 
came under fire by Kathmandu econo- 
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79 A cents in early June, compared with 
60 A cents immediately after the de- 
valuation. Australia is the main market 
for New .Zealand-manufactured ex- 
ports, and many manufacturers have 
been sharplv affected by the strengthen- 
ing local dollar. Ic 

Exporters have been calling for 
action to bring the dollar down. Farm- 
ers reckon they need a rate of around 
47-48 US cents to get through 1986- 
87 at current, low world commodity 
prices. 

Douglas believes this would have un- 
desirable side-effects on his main battle 
— to get inflation down. The main 
reason for the local dollar's continued 
strength has been high internal interest 
rates, which have been sought after by 
overseas investors. At the same time, 
New Zealand corporate borrowers, 
seeking cheaper funds, have been bor- 
rowing offshore, then converting the 
funds to local currency, providing addi- 
tional support for the NZ dollar. 

Interest rates fell from close to 2496 
for 90-day commercial bills: in. early 
March to slightly more than 16% in 
early June, as demand slackened and in- 
flationary expectations cooled. They 
are now only about 2% above the cor- 
responding Australian rates and 996 
above US bond rates. 

. Douglas has refused calls to ease his 
policy of funding the budget deficit — 
and thus, in effect, expand the money 
supply and push up inflation and in- 
terest rates. ! 

But he has moved to soften the im- 
pact of the government's own borrow- 
ing programme on interest rates. On 19 
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high interest rates will cripple t 
l very negative long- 


omy and will have- 
term impact. f 

The new legislature held its first 
meeting on 9 June, with one of the first 
items the framing of the 1986-87 budget. 
Announcement of the final budget is ex- 
pected in early July. 


This is still likely to leave the 
b 


lion and maybe NZ$2.5 billion, 
compared with NZ$1.8 billion in 
1985-86, or 4.1% of gross domes- 
tic product. This is partly be- 
cause of lower revenue in a year 
wth is expected at best to be 
0.5% (maybe negative) and partly be- 
cause of forgone revenue in the switch 
to a value-added tax (goods and services 
tax) from a wholesale sales tax, with bi. 
reduction in personal income tax from 
October. | 
The outlook for the next six months 
is, therefore, not rosy. The collapse of 
farm incomes is already seriously affect- 
ing provincial service industries and the: 
provincial towns and looks likely to feed 
into the cities at some point. Banks and 
other financial institutions themselves 
face considerable losses on their farm 
lending — as much as NZ$1 billion, by 
some counts. | 
Unemployment is also expected to 
rise as manufacturers shed labour. So 
far, the unemployment rate has been 
held to about 6%, but this has been 
partly because of net emigration of 
around 20,000 over the past year. 
Nevertheless, Douglas has some 
cause to be bullish about the medium 
term. Inflation is now running at an an- 
nual rate of slightly less than 1095, down 
from a peak of 16.6% in the year to June 
1985. If wage rises can be moderated in 
the wage round beginning in September 
(after a 2% above-inflation round in 
1985-86), there are good prospects that 
inflation would be in line with OEC 
average levels in 1987-88. | 
And in foreign trade, despite the 
problems with exports, the deficit is im- 
proving — from around NZ$2.7 billion 
in the year to March 1985 to NZ$1.9 bil- 
lion in the. year to March 1986 in the 
overseas exchange transaction 
account. .. ci = CO 
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Rab obank now in 
gapore, Hong Kone 
and Jakarta. 


To serve further growth in trade between Asia and major 
countries in Europe and North America, Rabobank Nederland 
announces the simultaneous opening of three offices in Asia, 

a branch office in Singapore and representative offices in Hong Kong 

and Jakarta. 





Through these offices Rabobank can offer a comprehensive 
range of international banking services, especially to companies, doing 
business with the Netherlands. 

In Asia Rabobank is involved in agribusiness and commodity financing. 


Rabobank is an “AAA”-rated Dutch banking institution with total 
assets of U.S. $ 48 billion and ranks among the largest banks in the world. 


For more information, please write or call one of our new offices in Asia. 


Singapore Branch Hong Kong Representative Jakarta Representative 

S0 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 

Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 

Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 


Telephone: + 6221578127172 
Telex: 47534 


Telephone: + 652259896 Telex: 80556 


Telex: 42479 
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Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 
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Anunshakable resource 
inashifting universe 


Every day, the world of telecommunications becomes 





more complex. 
New equipment appears, new suppliers enter the 
market, new methods - and even completely new 
technologies - evolve. 
| In this universe of change, there's one unshakable 
resource. A resource which has emerged unscathed 
| from the turbulence of the last ten years. A resource 
which provides a firm framework for the future. 
Ericsson Telecom. 
| A single organisation that offers 
unique total telecommunications 
capability. 
We've adopted the diamond as the 







symbol of this unique resource. Diamonds are rare and 
valuable. Diamonds are almost indestructible. Above 
all, the facets of a diamond work together to reflect 
the brilliance of its inherently simple core structure. 

| At the core of Ericsson Telecom lies the AXE 
digital switch - one system, comprehensively capable, 
modular, future-proof. The facets of the Ericsson 
Telecom diamond reflect the total competence of this 
uniquely successful core concept. 

Ericsson Telecom offers access to the world’s most 
advanced network hardware and software...the 
world's widest spread of national support offices... 
the world's most successful telecoms research and 
development...and the world's best record in 
managing the transfer of technology. 

Any telephone company choosing Ericsson 
Telecom as a partner is making a wise investment in 
an assured future. 


| See the substance behind the symbol 

| The unique total telecommunications capability of 

Ericsson Telecom cannot be described in a small space. 

Get the full story of the world’s most successful system 

after its first astonishing decade, and see the future it 

offers from now until the end of the century. 

| Write to Dept. FE 6 06 600 for 'The Most Valuable 
Asset in World Telecommunications, a new brochure 

| which brings out the brilliance of the diamond, facet 

by facet. 





Ericsson Telecom, S-126 25 Stockholm, Sweden. 
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The Mandarin, Hong Kong. 
We have it on good 
authority that we're one of the 
worlds finest hotels. 





WWE Kojo Tanaka/BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


()NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 









The Financial Times 
of London is amongst the 
most revered business papers in 
the world. And according to its pages, 
The Mandarin, Hong Kong is amongst 
the finest hotels in the world. 
This accolade came on top of both 
the respected ‘Executive Travel’ and the 
forthright ‘Business Traveller’ magazines 
who independently arrived at the conclusion 
that The Mandarin is the best hotel in the world. 
Rest assured though that all this flattery won’t go 


. . , . . : Sichuan Province. 
to our head. Indeed, if anything, we're inspired to strive A team from WWF, led by the distinguished 
even harder. In order to live up our future reviews. ecologist Dr. G. Schaller, is already at work in 


Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 
The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 


National Organisation in your country or direct to: 
Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. WWF International, 1196 Gland, 


A member of Mandarin Oriental Hotel Group 





Vancouver: The Mandarin. San Francisco: The Mandarin (1987). : 
) Bangkok: The Oriental. Macau: The Oriental. TR GSP d 
à Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (1987). 
THE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental. WWF WORLD WILDLIFE FUND 


HONG KONG For reservations, call TheJeading-Hotels of the"World or your travel agent. 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 





Lee Kuan Yew as a contrary indicator | 


e WHEN that congenital bear by the 
name of Lee Kuan Yew warns against 
excessive optimism over the speed of 
Singapore's recovery, it is time to sit up 
and take notice. Investors duly did on 
the day after the Old Man's speech to his 
constituents on 1 June. More than 33 
million shares changed hands in Singa- 
pore and 21 million in Kuala Lumpur, 
the highest turnover in the city-state 
since 27 September last year, in the days 
when Pan-Electric was just a name on a 
refrigerator door. 

Share prices have risen to levels last 
seen in November 1985, just before the 
ignominious three-day closure of the 
two markets. Fraser’s index of 25 Singa- 
pore stocks has climbed by 19% and 
the Straits Times Industrial by 21% 
since the market began to turn at the 
end of April. Equities have recovered 
across the board; even Fraser's hotel 
and property index has gained 21% in 
the past six weeks. There 
is nothing like a good, old- 
fashioned rally to restore 
blood to the cheeks of 
Singapore and Malaysian 
brokers, whose bank cred- 
itors continue to press for 
more cash. 

Investors who thought 
Singapore was in a deep 
depression can be excused 
for feeling somewhat be- 
mused. The point is that 
punters see a recovery, 
however faint, and do not 
want to be left behind. The 
government continues to 
predict 1.5% shrinkage of 
the economy this year, the 
prime minister's remarks 
notwithstanding, after a 
1.8% contraction in 1985. 
Hardly a very startling re- 
covery, you might think. 
But the economy shrank by 3.4% in the 
first quarter of 1986, which, therefore, 
suggests that the government believes 
the recession will bottom out around 
now. The latest, more optimistic fore- 
casts for world economic growth would 
strengthen that view. London stock- 
broker Savory Milln, for instance, be- 
lieves Singapore will actually grow by 
1% this year and by 3% next. 

Perhaps Shroff is being too sceptical, 
but he would'advise a considerable de- 
gree of caution in assessing the speed of 
recovery. Shipyards and oil refiners are 
seeing.àn increased demand for their 
services, and the electronics industry is 
taking off again, but there are precious 
few glimmers of improvement else- 
where; not least in the property sector. 
Even so, the turnaround in confidence 
is palpable and a nimble NIC like 





Lee: bearish. 





Singapore can bounce up more quickly 
than almost any other country in the 
world. 

The uptick in sentiment has coin- 
cided with a totally new element on the 
investment scene: the relaxation of 
rules for savers with Singapore's Cen- 
tral Provident Fund (CPF) pension 
scheme. From 2 May, individuals were 
allowed to use up to 2096 of their inves- 
tible savings to buy shares, unit trusts 
and gold. According to the CPF board, 
there are nearly 350,000 eligible mem- 
bers with S$2.4 billion (US$1.1 bil- 
lion) of savings available. So far, the re- 
sponse has been a bit muted, with 
perhaps less than 10,000 accounts 
opened under the scheme, creating a 
pool of, maybe, S$70 million (if one as- 
sumes an average of $$7,000 in each ac- 
count). 

This may not sound like a pot of gold 
for the Singapore market, currently 
capitalised at S$70 billion 
or So, but there are only 71 
trustee stocks (based on 
criteria laid down in the 
Trustee Act) with a com- 


tion of S$23 billion in 
which CPF holders can in- 
vest. Perhaps 80% of those 
shares are closely held, yet 
another reminder of the 
difficulties of trading in 
such a rarefied atmos- 
phere. Incidentally, the 71 
stocks are termed “approv- 
ed” shares by the CPF, but 
some, like Keppel and 
Shangri-La, should con- 
tain a government health 
warning. "Authorised" 
might be a better word. 

€ APPROVAL or not, 
those lucky enough to get 
in on the ground floor of 
the CPF scheme have stood to make big 
paper gains. Jurong Cement, for exam- 
ple, has risen by 121% and Chuan Hup 
by 54% since 2 May. Realising the gains 
is slow, too, because registration of the 
original purchase takes the unconscion- 
able period of a month. 

However small the increase in par- 
ticipation resulting from the new 
scheme, it was enough to act as a 
catalyst to a rally which is almost en- 
tirely domestically driven. True, Japan- 
ese and European funds have been 
selective buyers encouraged by a sliding 
Singapore dollar, but they have not en- 
tered in a big way. According to Fraser, 


a local stockbroker, the Singapore mar-- 


ket’s prospective price-earnings ratio 

(p/e) is a demanding 29 at the moment, 

even after the Pan-E affair. ; 
Foreign investors who criticised the 





bined market capitalisa-. 


authorities for closing the markets tem- 
porarily, thereby preventing the sort of | 
fall in p/e’s to make Singapore competi- 
tive internationally, may never witness | 
the flush-out. They would say Singa- | 
pore will always be an "artificial" mar- 
ket. Some locals would argue it is | 
merely a tribute to a high domestic sav- 
ings ratio and the presence of a few fat | 
cats in a small basket. 
Malaysia has, so far, had only a bit | 
part to play in the recovery of share - 
prices. First, there is no change in the © 
rules for investing Malaysia's Employ- T" 
ers’ Provident Fund, the equivalent |. 
of the CPF, and second, the coun- | 
try's economic prospects continue to be | 
bleak, thanks to miserable commodity E 
prices. Prime Minister Datuk Seri | 
Mahathir Mohamad recently | 
downgraded gross domestic product H 
growth estimates for this year from | 
5.6% to between 1.6% and 2%. His de- - | 
cision to suspend temporarily the long- | 
enshrined New Economic Policy | | 
(REVIEW, 12 June), which was pascua 
down in the local media, has so far | 
not had a big impact on share prices. i 
Some dealers say the short-term politi- | 
cal turbulence provoked by the move | 
might negate the medium-term business 19 
gains. q 
Fraser’s Index of 25 Malaysian | 
shares has risen 14% since the end of - | 
April, while its plantations index has | 
climbed by a less impressive 11% and - | 
the tin index by 15%. The market's | 
more attractive prospective p/e ratio of — 
16 plus the big drop in the Malaysian | 
dollar have failed to tempt foreign in- jt 
stitutions which continue to worry | 
about the quality of Dr M's govern- | 
ment. T 
@ ONE of the biggest beneficiaries of © | 
the Singapore rally has been that old | | 
punters’ favourite, Haw Par, whose | 
shares have doubled in price since 2 | 
May. Jack Chia emerged as the buyer of ý | 
6.2 million shares last week for S$14.88 — 
million from Hong Leong Investments, | 
bringing his stake to 24.98% of the total | 
equity, a whisker below the trigger - 
point for a full takeover bid. Shroff - | 


> 





would be most surprised if Chia upped - 
his share, because United Overseas a 
Bank is the largest stakeholder with | 
32.5% and the bank’s chairman, Wee | 
Cho Yaw, has long resisted Chia’s at- - 
tempts to gain a seat on Haw Par's | 
board. 

However, the new, larger stake | 
should be enough to ensure that Chia re 
retains the lucrative licence to manufac- - 
ture Tiger Balm, the Chinese medical © 
panacea, which expires in 1992. In any | 
case, Chia has bitten off enough finan- 
cial problems with his investments in. 
Australia. | 
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Some Hongkong spice 


Japanese fund managers look to the territory for kicks 


By Bruce Roscoe in Tokyo 


J apanese institutions are seeking 
equity stakes in Hongkong com- 
panies making public-share issues, re- 
flecting both Tokyo’s confidence in the 
jittery city’s post-1997 future and a 
growing willingness on the part of fund 
managers to take higher investment 
risks. Their faith in the future, however, 
may overlook the possibility that pri- 
vate owners of some Hongkong busi- 
nesses may be going public so they can 
take the market’s money now in case 
they have to run later. 

Japanese insurance companies, 
other institutional investors and securi- 
ties companies trading on their own ac- 
count see a good buy in Hongkong 
dollar-denominated equities, with the 
Hongkong dollar at a record low (by vir- 
tue of its link with the US dollar) of 
around HK$1:¥22. They are also diver- 
sifying their portfolios slightly away 
from US dollars, at least until the the 
yen-US dollar rate finds a happier re- 
lationship. 

Japanese fund managers note that, 
following the greatly over- -subscribed 


| public offering of Cathay Pacific Air- 


ways' shares in May, other offerings to 
be made by the end of the year may in- 
crease the Hongkong stockmarket 
capitalisation by HK$4-5 billion 
(US$513-641 million), compared with 
an annual increase of around HK$1 bil- 
lion in recent years. (The total capitali- 


sation of all stocks listed in Hongkong is 
around HK$280 billion.) 

Japanese investors made application 
for 200 million of the 379.85 million 
Cathay shares on offer, according to 
securities companies’ estimates, but in 
the allotment ballot (designed to favour 
smaller investors), they were able to ob- 
tain only 2 million shares. Some who 
missed out quickly bought on the mar- 
ket. On the first day of trading on 15 
May, Japanese reports say, Japanese in- 
vestors placed buy orders for more than 
10 million of the shares to account for 
nearly 15% of that day’s 77 million- 
share turnover. 

At first it was thought Japanese in- 
terest in the Cathay issue was excep- 
tional because of Japanese financial in- 
stitutions’ familiarity with the airline 
through their long dominance in the 
provision of lease finance for its aircraft. 
The big size of the issue, with total 
Cathay shares equal to roughly 6% of 
market capitalisation of stocks included 


in the Hang Seng Index, also made it at- 


tractive to Japanese institutions, who 
prefer, in the words of one broker, to 
deal *neatly, in a major way and easily." 

It turns out, however, that there is an 
across-the-board search for Hongkong 
issues, not necessarily connected with 
China, though that link does make is- 
sues more attractive to Japanese invest- 
ors. 


Hunter or hunted? 


Hongkong Bank raises the stakes in a takeover puzzle 


By Philip Bowring in Hongkong 


he stakes in a game of bankers’ bluff 

were raised again on 10 June with an 
announcement from the Hongkong and 
Shanghai Banking Corp. (HSBC) that it 
was issuing US$400 million of perpetual 
floating-rate notes (PFRNs) on the 
London market. The third such issue by 
HSBC in less than a year, it naturally, 
like its two predecessors, raised the 
question of whether a major bid for 
another financial institution was immi- 
nent. Chairman-designate Willie Purves 
denied that the bank had any immediate 
plans. But it raised the question of whe- 


ther the HSBC itself could become a 


target for takeover if it did not make a 
move because of the attractions of a 
hoard of cash and undated debt. 
Perpetual notes are an almost ideal 
takeover instrument for banks even 
since bank regulators, led by the Bank 


of England, began to place restrictions 
on the extent to which they could be re- 
garded as primary capital. As they are 
largely bought by other banks they add 
an additional step to the international 
banking game of pass-the-parcel. 

The latest notes make HSBC by far 
the world's largest issuer, for its size, of 
PFRNs. Arranged by Morgan 
Guaranty, they carry interest of 
0.1875% over the average of the Lon- 
don three month inter-bank bid and of- 
fered rates. Previous issues, in July and 
November last year, were 0.25% over. 
Interestingly, they were arranged by 
Lloyds Bank. 

The total of US$1.2 billion (equiva- 
lent to HK$9.3 billion) raised by the 
notes is equivalent to 42.7% of HSBC’s 
published net worth. Thus the issues 
have increased the group’s permanent 
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Ton lata securities companies 
say institutional investors are asking for 
details of issues expected to be made 
soon by the Shangri-La and Regent 
hotel chains, and the soon-to-be- 
launched Hongkong unit of the British- 
based telecommunications group Cable 
and Wireless (C & W). Japanese invest- 
ors are monitoring C & W's plans to sell 
phone equipment to China. 

There are also inquiries for shares in 
the casino operator, Macau Tourist and 
Amusement (MTA). As Lisbon enters 
into negotiations with Peking for 
Macau's reversion to Chinese sover- 
eignty, the casino is believed to be seek- 
ing a wide foreign-owernship base to en- 
hance its survival prospects. The MTA 
public issue has been postponed from 
July until at least September. 


Ker Brady, director of research at 
Schroder Securities (Hongkong), 
says. the delay results from remaining 
legal work and possible complications 
owing to land the casino is believed to 
own in mainland China. One Japanese 
observer wryly noted that considering 
the huge sums Japanese gamblers had 
lost at the casino, the shares should sell 
well if promoted to those losers as an 
invitation to see the operation from 
a dealers point of view and to rub 
shoulders with management. 

Before the Cathay issue, there was 
virtually no sustained Japanese in- 
vestment in Hongkong equities, Japan- 
ese securities sources say. Figures 
quantifying past investment are not 
readily available, suggesting the 
amounts involved are negligible. The 
Ministry of Finance collates investment 
statistics in accordance with OECD 
requirements, which in the case of 


capital base to HK$31 billion. Deposit 
liabilities are HK$481 billion, giving the 
group relatively low gearing by interna- 
tional banking standards. 

The problem with PF RNs for take- 
overs is that they could prove expen- 
sive. Real interest rates are high 
worldwide while world stockmarket 
booms have raised the equity values of 
banks, even though they have lagged 
behind other sectors. One problem for 
the HSBC is that the Hongkong market 
has lagged others and the bank's market 
value at HK$25 billion is only a little 
above published net worth and the 
shares are selling at only nine times re- 
ported earnings. However, as HSBC's 
long-term problems, given Hongkong's 
future, are strategic, PFRNs may be a 
safe if expensive way to diversify. 

One additional reason for the latest 
issue could be that HSBC is widely be- 
lieved to be interested in expariding in 
Europe, preferably Britain. But the fall 
of the dollar — not to mention the Euro- 
pean stockmarket booms — has in- 
creased the cost of a European pur- 
chase. gets HSBC has made gigan- 
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ties companies have conceniratedieither 


on selling Japanese stocks to Hongkong 
investors for their own accounts, or 
routing to their head offices orders for 
Japanese stocks from the Hongkong Op- 
erations of European and US. invest- 
ment banks. Their business has thus 
been to take money out of Hongkong, 
but analysts say the response to the 
Cathay issue is encouraging these com- 
panies to. deal for the first time both 
ways, promoting certain Hongkong is- 
sues in Japan. . 

“Most Japanese investors- have at 
one time either flown Cathay Pacific or 
lost at the Macau casino, so they knew 
both issues," said one seasoned. Japan- 
ese analyst. "Hongkong stocks in the 
past have had very little appeal because 
they have been seen as too local — there 
are really only banks and real estates." 
A foreign analyst concurred: “Nobody 
here could make a living selling Hong- 
kong stocks to the J apanese. 

Formerly | conservative 
-fund-man: 
the risk. "Our portfolio was nearly all 
US dollar-based. Now we want a little 
bit of spice. The Hongkong market is 
high risk. It is a gambler's market. We 
know if we only eat spice we are going to 


et burnt. But we are diversifying only a 


ittle,” said one. 


Other managers take the similar. 


view that the boredom of dealing in US 
Treasury bonds for stable fixed- return 
on interest and occasional capital gains 


from yield rises can be alleviated with. 


risky Hongkong stocks that may give a 


quick high return. But the new Hong- | 
kong equity weighting in their total - 


portfolios is marginal. 
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| transferred an to inner sain in 


recent. years from the decline of the 


Hongkong dollar — the parent bank's 
liquidity is mainly in foreign currencies 
— it is not clear whether recent currency 
changes have affected its strategy. 
With Lloyds, Bank now bidding for 
Standar Chartered, HSBC's British 
rival . longkong (and Southeast 
Asia), the time-could be ripe for a re- 
verse thrust. The ailing Midland Bank is 
the most. talked about candidate but 
Lloyds itself might be vulnerable if its 
own bid fails. Bank »/es in Britain of 6-8 
r BC's, but not by a 
huge. mar i gin; Bank of England op si- 
vis which. defeated HSBC's for 
ni of Scotland i in joi would 












use e arabes position in 
Hongkong to ward off any predators. 
An outside . possibility might be for 
to try to go for one of the French 
due to be denationalised. 


Japanese. 
agers say the attraction 1s in | 
;price-tag of HK$323 million (US$41.4 


„parently. aime 
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Selling the family jew 


A troubled Hongkong bank finds a private rescuer 1 4 


By Robert Cottrell in Hongkong 


H ongkong's Chiu family plans to sell 
control of its privately owned Far 
East Bank (FEB) to a European bank- 
ing. group with which the Chius have 
close business ties. The deal is the latest 
in aseries of moves by the family to raise 
cash and cut debts. 

-The buyer of FEB is International 
Bankers Incorporated Asia Holdings 
(IBIAH), the Hongkong subsidiary of a 
French-managed Luxembourg-regis- 
tered group. IBIAH bought a public 
listing in Hongkong last year from 
another Chiu family company, the col- 
lapsed Madison Investments, and is 
principal banker to the Chius' inter- 
mediate holding company, Far East 
Holdings (1982). The Madison buy-out 
gave the Chius a 12.5% holding in 
IBIAH at September 1985, 

- Although the deal puts a theoretical 


Tug on FEB, twice book net worth, 


the cash cost to IBIAH will in practice 


be much less. IBIAH will pay a total of | 
HK$198.4 million in cash and HK$11.6 
million in shares for 65% of FEB, com- 
prising a 50% stake from the Chius and 
a.15% stake from a minority partner, 


Smo Master, In a parallel deal, FEB will 
pay HK$127.4 million for a 48% in- 
terest in IBIAH's Hongkong deposit- | 


IBI Asia, a move àp- | 
mainly at reducing 
IBIAH's cash expenditure to a net 
HK3$71 million. 

The Chius, meanwhile, are to pledge 
undisclosed assets thought likely to 
amount to around HK$75 million as ad- 
collateral against doubtful 
loans on FEB's books. Such collateral 
would. represent roughly half the 
HK$147 million shareholders’ funds re- 
ported in FEB's last published balance- 
sheet for 31 December 1984. 

.. IBIAH said in a public statement 
that the transactions to buy FEB “do 
not involve any financial suport from 
the Hongkong Government," which 
makes the deal a rarity among recent 
bail-outs and. prop-ups of troubled 
Hongkong banks. Hongkong Govern- 
ment funds have been used variously to 
cover capital shortfalls and to finance 
lines of credit for at least six local banks 


taking subsidiar ry, 


:within the past three years. 


. Non-performing assets have presum- _ 
ably been a factor in FEB's poor recent 
profitability. The bank's 1984 balance- 
sheet showed a 70% loans-to-deposits 
ratio, high by Hongkong standards, 
while its HK$6.9 million net profit re- 
presented a return of only about 0.35% 
on total assets, and little change on the 
HK$6.5 million earned in 1983. 

Although the Chius are collateralis- 
ing FEB: s doubtful loans, it remains a 
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| 
| 
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million payment represented part of a. 


-of FEB's 


use FEB to develop trade-financin 


Chinese companies in Hongkong: - 






































matter of stockmarket speculation as to 
whether they are also associated in any 
way with the problem borrowers. FEB's 
corporate clients include, for instance, 
companies within the Chius' publicly 
listed Far East Hotels and Entertain- 
ment group. FEB was also, according t 
its. last balance-sheet, embroiled in a 
complicated. property transaction in- 
volving the provision of HK$48 million 
by the bank as. "deposit" to a compan 
which was later bought by FEB for on- 
sale to an unnamed third party for. 
development: project, part of whic 
would be sold back to FEB. The HK$4 


HK$ 107 million commitment to "fixed 
assets" which accounted for two-third 
: 1984 book shareholder: 
funds, | 


_ooked at from IBIAH's viewpoin 

athe acquisition of FEB seems to d 
precious little. for its 1985 prospectu 
goal of becoming a "global merchar 
bank." FEB represents a predominan 
| ly retail deposit base and an asse 
portfolio weighted towards mortgag 
lending. IBIAH presumably hopes t 
business with China, and loans 
says the deal will give it "deeper roots 
in the territory. 

FEB's main China connection. 
family head Deacon Chiu, a memberi 
the Chinese People’s Political Consulta 
tive Conference. (Chiu will remai 
chairman of FEB after the IBIAH tak 
over; with: the: family holding cut- 
25%.) Another link is the minorit 
Shareholder Sino Master, a compan 
half-owned by the Peking-backed in 
dustrial group. China Merchants Stear 
Navigation. Sino Master, which bougt 
25% of FEB last year and has agree 
to sell an initial [596 to IBIAH wit 
the option of selling its remaining 109 
in 1989, will be partly paid with n 
shares equivalent. to 6% of IBIA 
capital. | 
Although the Chius’ Éswmnentd c 
porate structure provides only glimpse 
of the family's overall assets an 
liabilities, some analysts thought thei 
property and leisure group might hav 
been on the verge. of collapse durin 
| Hongkong's 1982-84 property crash 
Having | survived that particula 
squeeze, their main concern now ap 
pears to be the rapid realisation of cas 
through recent asset sales includ 
FEB, a HK$300 million half-share i 
Hongkong container terminal, a HK$ 
million Toronto property, and the 
sible public. flotation of their Hongko 
TV station, ATV. d 
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Not-so-friendly skies 


Japan opts for limited deregulation of its civil aviation 


By Charles Smith in Tokyo 
J udging by the report of a special 
advisory council to Japan's Ministry 
of Tranport, which was released in early 
June, Tokyo intends to stop well short 
of the point reached by the US and some 
European nations in the deregulation of 
civil aviation. The relatively modest 
amount of freedom which is likely to be 
allowed, however, could still set the 
stage for a battle-royal between the 
country's two major airlines. 

Japan Air Lines (JAL), which may 
eventually be allowed to operate up to a 
dozen new domestic routes as a result of 
the new policy, says it aims to increase 
its share of the home market (currently 
the world's third largest after the US 
and the Soviet Union) from 20% to 30% 
“in the near future," even if this means 
cutting fares to the bone. All Nippon 
Airways (ANA), JAL’s main rival, is 
determined to protect its massive 54% 
domestic market share, but will also be 
going on the offensive internationally. 

Apart from starting flights to Wash- 
ington and Los Angeles in July, ANA 
hopes to muscle in on the Tokyo-Lon- 
don route, one of the most profitable in 
JAL’s international network, as part of 
a deal under which British Caledonian 
would start non-stop flights from Lon- 
don to Tokyo. Flights to China are 
another strong possibility, ANA says, 
though the airline may be indulging in 
some wishful thinking about the at- 
titude of China's civil aviation au- 
thorities. Looking only slightly further 
ahead, ANA hopes *within a year" to 
be operating services to France, Hong- 
kong, South Korea and Australia. 

In its 9 June report to the ministry, 
the Transport Advisory Council (a body 
of independent experts set up in Sep- 
tember 1985 to draft new aviation policy 
guidelines) says the time has come for 
Japan to drop the old *aviation constitu- 
tion," under which JAL held a mono- 
poly on international routes while being 
restricted inside Japan to services be- 
tween five major cities (Tokyo, Osaka, 
Sapporo, Fukuoka and Naha). The re- 
port adds, however, that conditions in 
Japan are different from those in the US 
— so that a no-holds barred situation 
might not be in anyone's interests. 

Among the special characteristics of 
aviation in Japan, the panel alludes to 
the fact that the market is dominated by 
only three airlines, the largest of which 
(JAL) is nearly twice the size of the sec- 
ond largest in terms of annual revenue 
(though not in terms of the number of 
passengers carried). A second point 
stressed is the need for aviation to serve 
the community, rather than just make a 


JAL aircraft: modest freedom. 


profit. Specifically, this refers to the 
need to maintain loss-making services 
to some of the remoter islands. 

Both these points read like a plea for 
continued preferential treatment in the 
home market for ANA and Toa Domes- 
tic Airways (TDA), the two airlines 
whose domestic services cover both 
trunk lines and “off-the-beaten-track” 
routes. But a free-for-all in domestic 
aviation is, in any case, ruled out by the 
bottle-necks which have dogged expan- 
sion of air traffic between major cities in 
the past few years. In its section dealing 
with domestic traffic, the council notes 





that 80% of all domestic Japanese air 
traffic involves departures or arrivals 
from Tokyo's Haneda Airport or from 
Osaka International Airport, both of 
which are being used to capacity. 


T number of flights out of Haneda 
will remain set at somewhere near 
the present level of 160,000 take-offs 
and landings a year until 1988, when the 
first part of a three-stage expansion pro- 
gramme is completed. In the case of 
Osaka, bottle-necks will continue until 
the early 1990s, when the projected new 
Kansai International Airport will re- 
place the existing Osaka airport. 
Pending the solution of capacity 


problems, the ministry has decided to 
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vices on a select list of six heavily used 
domestic routes that were previously 
served by only one or two companies, 
while “double-tracking” (flights by two 
airlines) will be permitted on about half- 
a-dozen others that are currently ANA 
or TDA monopolies. But in order to 
initiate flights on, say, the busy Tokyo- 
Kagoshima route, which carries more 
than 1 million passengers a year, JAL 
will be required to reduce frequencies 
on some of the existing routes which it 
operates from Haneda and Osaka. 

This requirement has not, appa- 
rently, dampened JAL’s enthusiasm for 
domestic diversification. On the day 
after the advisory council’s report was 
published, JAL announced the start ofa 
daily Tokyo-Kagoshima flight which 
will be timed to leave Haneda each 
morning 15 minutes before ANA’s first 
flight of the day. Fares on both the 
Kagoshima route and the Tokyo- 
Komatsu route, which JAL 
plans to start flying in October, 
will be heavily discounted with 
tickets for family groups and 
other special categories of 
traveller available at up to 30% 
less than the standard rate. 

In line with its qualified en- 
dorsement of competition, the 
report calls for speedy action to 
privatise JAL — but here too 
there are important qualifica- 
tions. A privatised JAL, the re- 
port says, should provide better 
services and be more rationally 
managed than under the existing 
system of bureaucratic interven- 
tion in the company’s affairs. On 
the other hand, JAL must not 
forget that it owes its position at 
the head of the industry to gov- 
ernment support. 

In keeping with this privileged 
position, the council “strongly 
hopes” that JAL will be aware of 
its social responsibilities — in- 
cluding the responsibility to pro- 
vide emergency transport for Ja- 
panese citizens caught in over- 
seas emergencies. 

A major consequence of pri- 
vatisation for JAL would be loss 
of the right to make government- 
guaranteed bond issues, a form of 
financing which has helped to keep 
JAL’s debt-servicing costs below those 
of its competitors. As a substitute for 
this, the report says, the ministry should 
devise some new system Of "stable 
financing" which would be made avail- 
able to all three airlines, not merely to 
JAL. The system would probably in- 
volve privileged access to the funds of 
state banks, such as the Export Import 
Bank or the Japan Development Bank. 
Its main object would be to ensure that 
enhanced competition does not lead to a 
situation in which airlines are tempted 
to cut costs by starving themselves of 
new equipment. 









































The re-opening of China to foreign trade 
and investment has demolished the last 
,. major bastion to Western trade, opening up 
|. the world's largest potential market. 


.: As Huan Xiang, a member of the Standing 
_ Committee of the People's Congress and 
. adviser to the Chinese Academy for Social 

Sciences, ned ata conference in Bei- 


"The died of opening up to the outside 
E world has become a long iM fundamental 


lished the. four od Etoncmié Pd 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
_ operation, and actively utilised foreign capi- 
« tal and made efforts to attract foreig 
> prises to China to set up joint ventures, 
cooperative production project ma all- 
foreign-owned firms. " 





In 1984, the 14 coastal cities alone i igned 
over. 400 agreements on utilising direct. 


^ foreign investment and nearly 1,000 agree- 
merits ori taking loans from foreign entities 
_ for effecting technical transformation, with 

the total amount of foreign capital used con- 
|Stituting 1:5 times the total direct investment 
of the previous five years, and 2. aA times the 
total of loans. 





is book explains how to do business 
| with China by taking advantage of these 
. new opportunities. It discusses the. 
| country's economic performance and po- 
ntial, the economic geography of the 
untry, the political system, the role, 
|. volume and channels of doing foreign 

a business, the forms of doing business 
|. and the legal, regulatory and tax environ- 










d dti ko provides practical informa Hon on: 
A iny do's and dont’s through the | use 
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Owen D. Nee, Jr. isa partner of thei 
national law firm, Coudert Brothe 


He is a graduate of Princeton Un 
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Chinese. University of Hong Kong « 
serving as a Princeton-in-Asia ISO 
the University. 











giro ait ip nnd eio mie ri iR i AR M MK ME 














y Anthony Rowley in Hongkong 
ongkong's official Securities Com- 
mission will give the go-ahead very 
oon to money-market funds offering 
he relatively small investor returns sig- 
ificantly above bank-deposit rates — 
1us driving another nail into the coffin 
f the rate-fixing cartel among local 
banks. The commission has taken a cón- 
roversial stand against stiff opposition 
rom other branches of government and 
rom entrenched local banks (SHROFF, 
REVIEW, 8 May). — 
While the expected go-ahead for 
longkong to join the money-market 
unds revolution has brought about a 
tand-off between different official fac- 
ions — and even threatened a constitu- 
nal confrontation of sorts — it should 


f Hongkong as a regional capital-mar- 
























































tet centre. — 7: aa a 9v. 

. What the approval of money-market 
unds means in a nutshell is that the now 
onsiderable. wealth of paper instru- 
ments, such as certificates of deposit 


ind floating-rate notes — plus inter- 
ank loans — issued by banks and 
'orporations in Hongkong, will be re- 
yackaged by banks and fund-manage- 
ent groups, and sold to the smaller in- 
or. He will thus qualify for some- 
ing nearer to wholesale-market rates 
nstead of the derisory retail-market 


dominated the local lending market 

rough direct lending and indirect 
ending via the inter-bank market. They 
have been able to exercise this power 
rough their dominance in the local re- 


ail-deposit market, which is governed 
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CDs), short-term commercial paper 


| Net % change 
profit on period 
















foney market funds should clout the Interest Rate Agreemen t ~ 


by an official interest-rate agreement, 
dictated by big banks and enforced by. 
government. The restriction this places 
on deposit-rate competition is defended 
in the name of prudence — against ex- 
cessive rate competition. See x 


The result is that local savers receive | 


very modest interest on deposits — cur- 
rently 2.75% on savings and 3.5% on 


one-month time deposits — whereas the ~ 
prime lending rate (Current 7.596) per- © 


mits local banks (with extensive branch 
networks to garner deposits) a liberal 


margin. Under a “three-tier” system, - 


depositors with at least HK$100,000 
(US$12,820) can put their money with a 
registered. deposit-taking company 


(DTC) and qualify for higher interest . 


but only by locking the money up for at 
least three months. A depositor needs 
HK$500,000 or more in order to be able 


to get free-market rates on a deposit of - 


any pamtity with a licensed DTC. . 
Foreign banks attempted with some 
success to break the major local banks' 
(profitable) domination of interbank 
lending by launching a Hongkong dollar 
CD market, available to institutions and 
more wealthy individuals. The CD mar- 
ket has proved so successful that a few 
banks, such as Manufacturers Hanover, 
Citibank, Paribas, Indosuez and 
Wardley (merchant banking arm of the 


Hongkong and Shanghai Banking | 
Corp.) which are the major. market 


makers in these instruments, now find 
themselves with more inventory than 
they are comfortable with. 

—. At the same time, a host of smaller 
banks and DTCs have been eagerly buy- 
ing up CDs recently (as well as floating 


rate notes and commercial paper) is-.. 
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NZ$1.15b 
(US$649.7m) 













NZ$1.18b 
(US$666.7m) 









A$280.2m 
(US$196.6m) 





















5$20.94m 
(US$9.4m) 








COMPANY RESULTS = 


Profit excludes extraordinary loss of NZ$2:89 jd res 
came from banking and life-insurance divisions. Prospects for 
current year bright. e idm du d 

Profit was ahead of forecast and merger with Alex Harvey 
Industries is considered to have gone smoothly. Profit forecast: 
for current year is NZ$77m. 


An additional NZ$22.1m in capital prof 
are being made to improve efficiency, follow! 
inthe economy. Static profitis forecast. . 
Advertising slumps hit the group's ailing Melt 
daily and TV stations in Melbourne and Adelaide. But directors. 
_ | said TV ads were picking up insecondhalf. — cd) 

Big cash-flow problems have prompted firm to offer for sale it 
chief asset, Furama Hotel in Singapore. Firm faces legal 
| action from creditor banks. — — : 
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their purchases by borrowing on the in- 
terbank market where rates are cur- 
rently low through lack of loan demand. 

-The whole structure has taken on a 
dangerously incestuous nature which is 















"highly vulfierable to any sudden rate 


rise. The:moment interbank rates rise 
(which they did earlier in June), smaller 
institutions will find it unprofitable to go 
on holding paper which they fund short 


| term, and will try to dump it. But the 
bigger, : 


r, market-making banks do not 
have the « apacity to buy. , 





his-led.to the current attempts — 
begun by such as Manufacturers 
Hanover in 1985 — to broaden the in- 
vestor base in CDs and other instru- 
ments through money-market funds, in- 
stead of having 50% “on the street" 
(held and funded short term by banks 
and DTCs). Out of the 73 Hongkong 
dollar CD issues in the past two or three 
years (totalling around HK$11 billion), 
Manufacturers Hanover has led around 
20 and thus stands liable to make a mar- 
ket in about HK$3 billion worth. There 
is also around HK$20 billion of com- 
mercial paper in the market and some 
HK$1.5 billion of notes and bonds is- 
sued by the local Mass Transit Railway 
(Corp.), the Kowloon Canton Railway 
and the Peking-based China Interna- 
tional Trust and Investment Corp. 
Moves by Manufacturers Hanover 
and others to repackage such instru- 
ments and sell them on to smaller in- 
vestors ran up against opposition from 
the local Association of Banks and from 
the Monetary Affairs Branch of govern- 
ment. The Banking Commission (which 
comes under the Monetary Affairs 
Branch) argued that the new funds — 
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| | sits in i banks 

or DT 's. The. saver 
would then have to 
rely on the (implied 
lesser) protection of 
the Hongkong Protec- 
tion of Investors Or- 
dinance or the code on 
unit trusts instead of 
the protection granted 
by the banking and 
DTC commission’s su- 
pervision. 

The rich irony of 
this is that there have 
been a series of bank 
and DTC collapses in 
recent years (most sub- 
sequently bailed out 
by the public. purse), 
arising not out of rate competition but 
from bad loans, poor management — 
and inadequate official supervision. 
The bulk of the assets money-market 
funds invest in would, in any case, be 
CDs — issued by local banks and DTCs 
which are supervised by the Banking 
Commission. - 

The Banking Commission also ar- 
gues that investors could be exposed to 
losses if interest rates rise and face 
values of CDs consequently fall. Apart 
from the fact that this ignores the danger 
to depositors of bank or DTC collapses, 
it overlooks the technical protection 
which can be built into a money-market 
fund. Rising interest rates would boost 
the fund's income to help offset capital 
losses. Funds would probably not put 
more than 10% of their assets in any one 
type of paper and would have to invest 
in a broad range of institutions. They 
could invest.part of their portfolios 
too in repackaged interbank loans 
which are not. dea Nd to interest- 
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the Monetary Affairs 
Branch and, it is be- 
lieved, Hongkong's 
new Financial Secret- 
ary Piers Jacobs, i 
trying to ensure that 
the new money-mar- 
ket funds — if they 
must be tolerated as a 
necessary evil and an 
adjunct of a modern 


Foreign 
| currency j 


capital market — . 


should not be avail- 
able to those with 
under HK$100,000 to 
invest. But the Securi- 
ties Commission has 
fought back. Although 
aevewra&EbRayH4 the Office of the 
Commissioner for Securities is shortly 
to come under the control of the Mone- 
tary Affairs Branch, the 15-member 
Securities Commission itself is a sepa- 
rate statutory body and, on this occasion, 
determined to prove its independence. 


Source: HK Govt. 


A series of meetings have been held in 
recent days on the controversial 
issue of money-market funds (including 
one where the commission met for the 
first time at night) and these are expect- 
ed to culminate in a statement within 
the next few days. The commission is 
expected to exercise its official power to 
authorise unit trusts and give the go- 
ahead to those with a money-market 
flavour, subject to certain conditions 
such as the instruments in which funds 
can invest. 

The key question is the minimum al- 
lowable investment. The REVIEW 
understands that it will be HK$50,000 
or possibly. less. This will bring 
wholesale deposit rates in at deposit 
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mission, backed by IE be ort-ter 
| and those on five-year paper — ino 


words anything from 6-10% at curr 
levels and thus well in excess of bank- 
deposit rates. ` 

Once the go-ahead is given, a host of 
such funds are expected to make th 
appearance, launched by those bani 
which are heavily involved in the pr 
mary market for CDs, as well as othe: 
like Schroders Asia, Standard Cha 
tered Bank and Chase Manhattan wh 
are active secondary market playe 
Fund management group Jardine Fle 
ing already has a money-market fun 
denominated in Hongkong dollars bu 
there is some confusion still over wl 
ther it is permitted to invest in Ho 
kong dolar instruments. Mercha 
banks, such as Samuel Montagu, wi 
probably launch funds aimed at institi 
tional investors while others will aim at 
the smaller investor. Big local banks wi 
almost certainly retaliate by marketin 
their own money- -market funds throug 
their extensive branch networks. 

The immediate benefit to Hongkong 
as a financial centre will be to prov 
more business to justify the presence of 
some 140 licensed banks in Hongkong 
(plus a host of DTCs) which have s 
syndicated. lending collapse in recent 
times and whose margins on handling 
securitised debt issued by neighbouri 
countries fall below even the narro 


margins on syndications. The longe 


term impact on Hongkong's comp 
tiveness against other centres, such 


Singapore, depends on whether th 


government will relax its equally sh 

sighted refusal to allow foreign entiti 
to issue in the local currency debt instr 
ments which could then be repackag 


and sold to investors via money-mark 


funds. 


1985 1986 
{end month) 

















nwards in lethargic trading in the absence of 
news. The Hang Seng Index slipped a 
her 34 points over the period, extending the 
-of the previous week; while turnover 
to HK$245.35 million (US$31.4 million). 
market looked set to stay in the doldrums in 
ort-term as Overseas investors get diverted 
Tokyo and New York markets, and many 
waiting for a chance to reduce their exposure 
€ local bourse. Activity centred on Hongkong 
lephone; the subject of takeover speculation. 














J: Share prices rose heavily on buy orders, 
the Nikkei Stock Average again set a record, 
iking through the 17,000-point barrier to close 
008.34 points on 9 June. The moving average 
irst-Section turnover for the six days was 
million. Constructions:such as Maeda and 
"Ocean fell while bio-technology issues 
higher, as did off-the-book-assets issues 
Mitsui Real E Mitsubishi Warehouse 
ort-electrical issues 
were dull. Analysts 
ional investors moved cash into the 
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APORE: Shares continued their rise for the 
consecutive week, though at a slower pace 
n the previous period, owing to some profit- 
«The rally has become broader, with active 
g in some second and third liners. Consider- 
ttention was given to the takeover bid for 
o by United Industrial Corp., both of whose 

ade significant gains when they resumed 
ing after their suspension. Haw Par also 
ed ahead strongly, following a big purchase of 
ck by Jack Chia-MPH. Fraser's Industrial 











: Of 27.47 million shares, its heaviest level 
‘September. | oie. ee 





to double-digit gains. Turnover reached a 
breaking high of 65.75 million shares on 6 

mostly on cross buying. between Palmco 
üngs and Berjaya Corp. (Malaysia) — just 
day after the two companies reportedly 
aded their crossholding pact in each other. 
result, average daily volume for the three- 
Xeriod trebled that of the preceding period, as 
30.85 million shares worth M$44.1 million 
6.7 million) were traded. Fraser’s Industrial 
od moved up 36.36 points to close at 





TALIA: Markets marked time waiting for a 
move in the Broken Hill Proprietary takeover 
_or other fresh corporate news. A weaker 
ralian dollar and strong gold stocks led to a 
t gain in the All-Ordinaries Index, by just 
r one point to close the period at 1,230.2. 
lation that the federal government would 
all remove the exemption of gold ven- 
om corporate tax pushed the Gold Index 





x rose 130.81 points to 4,032.49 during the . 
lay-shortened period on average daily turn- 


A LUMPUR: The market continued to rally _ 
oliday-shortened period, as industrials led. 


ivity fuels interest. 


gain led gainers as corporate activity fuelled buying inter est. 
was a close second. Elsewhere, Hongkong continued to lose ground to profit 
rs and is expected to remain in the doldrums in the short-term. i 


ONG: The markët continued to drift | 





. 


up 56.7 points to 912.1 and in turn pushed th 
Metals and Minerals Index up 9.9 points to 530.5. 
Overbought industrial stocks fell. Back and the 
All-Industrials Index lost six 
1,971.7. 


NEW ZEALAND: The market opened weaker bë- 
fore firming later in the period. The Barclays 





Index fell 3.27 points. Recent good results from ~ 
the retailing stocks and a 55% gain in net profit for 
Lion Corp. has helped improve market sentiment, 
Corporate manoeuvring continued in some sec- - 


ond-line stocks and this, with an easing in rights- 
issue pressure, resulted in a firmer market, ©». 


SEOUL: Following the previous periód's all-time | 
highs, the market went through a mild correction : 


phase, shedding 3.28 points which brought the 


composite index down to 228.57 points, with aver: © 


age daily trading falling off 20.88 million shares to 


33.95 million. Past favourites machinéry and elec- 
tronic machinery led the fall, while fabricated. 
metals, non-ferrous metals and cement gained the 
most. Despite the fall, brokers say the market is | 
pore for recovery, with the economy moving at a_ 


ealthy pace and political problems having 
reached a plateau for the next few weeks or so. 


The main gainer was Samhwa Crown and Co., a 


maker of bottletops. 


BANGKOK: The Securities Exchange of Thailand 
continued to be bearish with the Book Club Index 
falling 0.67 of a point to. 115.85. Market confi- 
dence continued to be low. Gainers numbered 15 
against 28 losers with. 53 stocks remaining un- 
changed. Union Plastic was the best performer 
while Tongkah Harbour was one of the hardest 


hit. Turnover was Baht 64.20 million (US$2.4 mil- 
lion) for a volume of 464,037 shares during the 


period. 


TAIPEI: The market continued its strong climb for — 


the third consecutive period as the trade-weighted 
index closed at 980.91 for a-gain of 26.67 points. 


Once again, institutional investors led the surge as 


they continued to place their bets on the stronger 


listed companies. Most share prices rose, with. 
paper and construction issues leading the pack. 


The special foods category managed only a slight 


‘gain, however. Volume was particularly heavy, 


with average daily trading at NT$2.93 billion 
(US$76.9 million). E | 


MANILA: Philippine Long. Distance Telephone 


(PLDT), Globe Mackay and San Miguel A ad- 


vanced by 36.576, 26.8% and 13.9% respectively 
with the return of arbitrage trading, halted some 
years ago following suspicion that-it was being 
used to salt dollars out of the country. Manila clos- 


ings for PLDT climbed to new levels in New York. 
where interest in Philippine stocks is reported to 


be growing. The commercial-industrial index rose 


49.79 points to close at 276.5, following gains in 
. many counters. The mining and oil indicators, 
however, lost 11 and. 0.002 of à point, respec-.- 
tively, to close at 954.62 and 0.810 on weak funda- 
mentals..... T^ o A wn ctr 








points to finish at 










































1,756.57 
1,748.56 
1,747.09 
closed 
1,748.24 

~LB9% . 
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» HK$ on week 

Bank of E. Asia . 18.70 “WE. 
Cathay Pacitic §.45 “3.8 -— 
Cheung Kong — 20.00 “24 .. 29 
China Light 15.80 MM. $4 
CMB fí60 = 09 64 
Conic 1.06 ^45 -— 
Evergo 0.64 ~32 9.8 
F. E. Consortium 0.38 -80 — 
First Pacific Holds , 3.275 416 92 
FuramaMotel | . 5.38 -33 58 
General Oriental 48,00 05 (16 
OreatEagle — . . 0,69 415 37 
Green island Cement — . -8.10 +19 000 
Hang Lung Development... 6.40 xr NEN Si 
Hang Seng Hank 35.00 R8 . 28 
HAECO 31.00 -58 ^5 32 
Henderson 2.10 -$34. 52 
HC Electric — 8.90 “06 63. 
HK. & Ch. Gas.. 15.00 -20 4? 
HK &K Wharf 6.80 “t4 3.3 
HK Land PT 8.90 3 — 25 
HK AS. Bank -— 6.75 “15 57 
HK 4&5. Hotels 3625 — —- 3.3 2.8 
H.K. Realty "A" 10.20 10 44 
H.K. Telephone .. 12.00 — 23 
H.K. TVB g — 4.7 
HK. AY Ferry : 4.7 5.0 
Hopewell ~ 1.9 1*5 
Hsin Chong ^22 7.5 
Hutchison Wha -47 37 
Hysan Dev ; -15 4&8 
Impala Pacific : +55 iim 
ind. Equity Pacific 42.00 +42.0 702 
Jardine Matheson... 12.30 -16 D8 
Jardine Sec. 12.00 -16 .-21 
Johnson Electric 4.60 ~ a4 
KMB E 8.55 28 41 
Miramar . Qo 097 S85 — +44 7.8 
Nan Fung Textiles 3300 ae A48 
New Wortd 7^7 88907 — 7-41 ae 
Paul Y. Constr. 1.56 - -82 38,5 
RegalHotes — — — 141 EIN 
Sime Darby (H.K) 1.44 +29 728 
Sino Land Send t ABE SS Có»60ÓÓ2 5° 25 
Stelux oo: vee TES. So Se 
Sun Hung Kai & Co. 1.08 “2? SF 
|i Swire Pac, "A" : -33 ^40 
j| TaiCheung * 2. 25 
f ‘Wah Kwong Props i £ S nen 
WingOn Holdings ^ "158 4. 2.5 
Winsor E. “1 6.6 
World international - $325 -24 3.2 
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Yen  onweek ratio 
Ajinomoto ;,1920 £245... 
Alps Elec. ; 2090 "TN 
"i Amada — 229 
— Asahi Chem, 


AsahiGiass | 
ied one : 





16,817.91 
16,899.01 
17,008.34 

+1.61% 


AUSTRALIA & NZ 


Cammercial Bank 

of Korea 
Daewoo Garp. 
Daewoo Heavy ind. 
Goldstar 
Hyundai Construction 
Hyundai Motor 
Kia Motors 
Korean Airlines 
Lucky 


Samsung Electronic ..— 


Samwhan Carp. ^ -— 
Ssangyong Cement 
Sunkyong. 

Yukong 

Korea Fund 
Koreaintermational Trust 
Korea Trust 


Asia Cement 
Cathay Const. 
Chung Hwa Pulp 
Chung Shing Textile 
Far East Textile 
Formosa Plastic 
Kolin 

Nan Ya Plastic 
Pacific Const. 
Taiwan Cernent 
Taroko Textile 
Tatung 

Tong Yuan Elec 
USI Far East 

Yue Loong Motor 
Yuen Foong Yu 
Waisin Liwa Wire 


E Singapore, 

. tand: Book Club Finance and Securities. Co; 
Zesiand: Renou! Partners; South Kores 
Taiwan: Vickers da. Costa & Co, (HK) Lid, 
€ MSE frasach Dept, 









BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 





FarEastern Economic 


Soft Cover: 184 pages 








PH 


The life of Richard Hughes spanned nearly eight 4559 EL RUE dsl 1 S 
decades, most of them spent as one of Asia’s leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious ...like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


Yes! Please send. . copy(s) of the 
Barefoot Reporter f for which I enclose 
US$7.75 each. 


| 

| 

| 
It was a world of the macabre... like the Teikoku | For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 
| 
| 
| 


US$800. per copy. RO619BFR 
It was a world of the touching . . . like the slave Send to: 

children of old Shanghai, plunging pathetic, claw- Name: 

like hands into vats of boiling water to prepare silk 

cocoons for spinning. Address: 
Hughes saw and reported it all. This selection from 

more than 10 years of his regular column in the Far 

Eastern Economic Review takes the reader on the 

trail with the original Barefoot Reporter. Tr nep cee et ee 241 
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N estled in southwestern China's lush 
Guangxi Zhuang Autonomous Re- 
gion, the city of Guilin has seldom been 
a focus of primary attention for thé vari- 
ous powers who have sought control of 
the country since Emperor Qin brought 
this area under control more than 2,000 
years ago. 

Aside from the centuries of artists 
whose countless depictions of the area's 
statuesque karst mountain topography 
have made Guilin virtually synonymous 
with traditional Chinese landscape 
painting, the region continued to en- 
gage in little more than reaping the 
benefits of the rich agricultural 
conditions bestowed upon it. The limit- 
ed industry fostered here since the 
communists’ takeover in 1949 has al- 
lowed Guilin to enjoy the status of 
being one of the province’s “industrial 
hubs.” 

However, combined with the neces- 
sary degree of autonomy granted to this 





to 





Guilin: appeal to foreign and domestic tourists. 

region harbouring the nation’s largest 
minority — the 12-million strong 
Zhuang — its economy has served as 
more of a liability for the central au- 
thorities than an asset. 

Things are changing fast here, how- 
ever, and since the initiation of leader 
Deng Xiaoping’s open-door policy, 
Guilin has moved to the forefront of 
those cities using tourism as an impor- 
tant impetus for drawing in foreign 
funds. 

“The city is undergoing a shift from 
being an industrial city to being a 
tourism city,” says one local university 
professor. Although disputed by a 
minority opposed to such a change, fig- 
ures given by Guilin Travel and 


96 


Tourism Bureau deputy chief Qin 
Shuifa would appear to underscore this 
view. Whereas the total number of for- 
eigners visiting the city in 1973 — large- 
ly officials and delegations travelling 
under the auspices of special govern- 
ment invitation — was less than 1,000, 
the figure quickly topped 80,000 in 
1979. 

Last year, after being named as one 
of four "priority tourist scenic cities" na- 
tionally, this figure blossomed to 
280,000. According to the government 
plan in the Guilin Daily, local au- 
thorities expect up to 800,000 guests 
from abroad in 1990. Even this scenario 
fails to sufficiently amplify the 


shock this small town of some 300,000 
has undergone since tourism was dub- 
bed beneficial by central authorities in 
1979. 

The recent phenomenon of domestic 
tourism brought nearly 4 million domes- 
tic travellers to the city in 1984. Count- 





XINHUA 


ing on “greatly raised” living standards, 
the city is frantically building facilities to 
accommodate the 5-6 million country- 
men expected in 1990. 


his has proved to be a difficult task 

for the city, however, and au- 
thorities are finding that they need to do 
more than build hotels. Indeed, defi- 
ciencies in the city's entire infrastruc- 
ture have become all too apparent, and 
planned changes range from updating of 
transportation and communication sys- 
tems to a restructuring of the city's lay- 
out. 

Apart from upgrading Guilin's small, 
remote airport to international stand- 
ards, new construction of roads, 














bridges, housing and business districts 
are expected to result in no less than a 
shift of the entire city centre to miles 
away from its present site. As one resi- 
dent said: “I’ve lived in Guilin for over 
15 years, but I fear nowadays even I 
could get lost in this city." 

The effects tourism is having on 
Guilin's economy is readily apparent by 
the construction taking place in every 
area of the city, and its benefits are 
touching nearly every sector of the vari- 
ous industries. Local peasants, for 
example, have enjoyed the greatly 
increased demand for local products 
and the more common fruits and veget- 
ables. 

Due to an underdeveloped national 
distribution network and lacking the 
use of food preservatives, it has become 
a common practice for Chinese travel- 
lers to return home from a region with 
as many of its indigenous goods as one 
can possibly carry on the train. This, in 
addition to supplying the profusion of 
independently run restaurants that 
seem to increase daily in the city, has 
been only one of the factors responsible 
for a particularly strong free-market 
system in Guilin — which is a key to in- 
creased incomes among peasant house- 
holds. 

Great controversy has developed, 
meanwhile, over the city's breakneck 
pace of growth. For, despite the in- 
creased attention urban cleanliness has 
been given in some respects, a great 
majority of Guilinese fear possible de- 
struction of the area's natural beauty 
due to ill-planned heavy construction 
projects. 

ne such project, involving Hong- 
kong investment of about US$100 mil- 
lion for construction of a 30-storey 
hotel, has become symbolic of this prob- 
lem. Although shelved earlier this year 
following public outcry which reached 
national levels, the hotel's future re- 
mains shrouded in the inner-workings 
of the local bureaucracy. Many resi- 
dents fear, however, that the recent dis- 
continuation of opposition letters in the 
local newspaper could represent 
forewarnings of a possible go-ahead for 
the project, and that this could prove to 
be only the first in a series of bitter pills 
that Guilinese may have to swallow in 
the name of "progress." | — Rod Baker 
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Dialled outside number 


— Total call time 
in minutes 





National's new telephone display 





Our office's monthly telephone bills were 
entirely too high until we installed National's 
advanced JX-1232 telephone system. Each 
telephone features a big LCD display that helped 
us cut expenses in a hurry. 

Want to know how long you or someone 
else has been talking? The display will show 
you with either digits or an easy-to-read bar 
graph. It can also give you the total call time 
for each or every extension in the system, 
numbers that have been dialled, and even the 
time of day. Talk too long, and a preset alarm 
will sound. What better way to encourage cost- 
conscious communication? 





really helped us spend less time 
—and money! 








The JX-1232 Business Telephone System 

e Versatile and reliable enough for the demands of 
today's automated office. @ 12 central office lines; 32 
extensions. e Standard, display, display/speakerphone, 
and power-failure-operative 
telephone models available. 

e One-touch dialling (up to k 
16 digits). * Dual-colour 

LEDs light green for your 

line, red for other lines in 

use. @ Optional direct- 
station-selector connects 
extensions at the touch 

of a button. 





THs 





Choose from our broad line of — 

JX Series telephone systems c memet 

One is just right for your office! pet Lr———— 
a 


/N — 
National 
m Naliona 


National. Panasonic and Technics are the brandnames of Matsushita Electric 





Growth oppo 


BUILDING YOUR ; 


or more than a half-century, American Express 

Bank and its subsidiaries have been helping 
international clients protect and build their assets 
in Switzerland. Our experts at American Express 
Bank (Switzerland) AG combine proven asset 
management techniques with traditional Swiss 
prudence and discretion. 











Personal attention 


As step one, our investment counselors will 
analyze your financial goals and current 
investments, and advise you on the port- 

folio that best suits your needs. This may 
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xpress Bank Ltd. An American Express company 

American Argentina Cayman France Indonesia Lebanon Panama Switzerland United International 
Express Bank Austria Íslands Germany Italy Mexico Philippines Taiwan Kingdom Headquarters: 
offices: Bahrain Chile Greece Ivory Coast Monaco Singapore Turkey Uruguay American Express 

Bangladesh Denmark Hong Kong Japan Netherlands Spain United Arab Venezuela World Financial Ci 
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es worldwide 





consist, for example, of short-term investments, 
equities, bonds, even precious metals — all carefully 
selected to give you an optimum balance of yield 
and security. 


Full-time management 


. Our money managers then monitor your portfolio 
on a full-time basis, alert to any economic develop- 
ments that may affect your investments. Át your 
request, we accept discretionary power to handle 





SygIRE 


TS, SWISS-SIYLE 


own, in-bank capabilities, we have access to the 
special investment opportunities available through 
the American Express family of companies. 

Moreover, while our approach is Swiss, our 
outlook is global. Our network of 85 offices in 39 
countries — one of the world's largest — gives us 
worldwide presence and access to timely informa- 
tion. 

If asset management, Swiss makes sense 
to you, contact your nearest American Express 


investment decisions and administrative details on 
your behalf. This is a practical, convenient arrange- 
ment, particularly if you reside outside of Switzer- 


land. 


Bank office for more information. In Hong Kong, 
telephone 5-844 06 88; in Singapore, 225-6330. 


(€———O——— 


American Express Bank Ltd. is a wbolly-owned subsidiary 
of American Express Company which bas assets of more 
than USS70 billion and shareholders’ equity in excess of 
USSS billion. 


Unique qualifications 


American Express Bank has some unique qualifica- 
tions for asset management. In addition to our 
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Exceptional service in private banking 








— 





96-98, rue du Rhóne 
1204 Geneva 
Switzerland 


Switze rland Trade I develapme nt 
United Kingdom Bank, Geneva 
Head Office: 


Trade Development 
Bank offta 4: 


Argentina 
Bahamas 
Brazil 
Luxembourg 


American E apres 
Bank International: 
Los Angeles 
Miami 

New York 


merican Expres Bark 
Switzerland) AG: 

urich: Bahnhofstr. 20 
;eneva: 7, rue du Me Blanc 
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Let's look at some numbers. 

46 editors and reporters, 
for a start. 

ll special correspondents and 
scores of contributors, the largest 
and most highly qualified editorial 
staff of any publication in Asia. 

297,000 readers each week, a 
three-fold increase since 1975. 

92.5 percent of subscribers 
in business and industry are 
top or operative management. 

2591 pages from advertisers of 
quality products and services who 
have chosen to reach our kind of 
audience in the past year. 

There is safety in numbers, but 
only in the right numbers. 

And our advertisers know that 
when the Review speaks, the right 
people listen. 
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Unparalleled influence in Asia. 


wo 5 1 l : You "NT Hn " X3 
Süutce. 1984 Review Subscaber Survey MO at z Qu  & A E TEA 


Ihe new Minolta 5000 Autofocus SLR. 
It makes photographic magic happen so easily, so quickly. 


Each day of your life, hundreds of photographic opportunities 
occur. Magic moments that unexpectedly happen and are gone 
forever in the blink of an eye. The Minolta 5000 is a sensational new 
autofocus SLR that won't let you miss the times when life moves 
a little too fast. When there's no time to make camera settings. Or 
focus. Or advance the film. Because the Minolta 5000 Autofocus 
SLR snaps the image you see in sharp focus, adjusts for lighting, 
then takes the picture in a split-second. You'll always get sharp 
pictures because this camera won't shoot unless the picture is 
sharp. And you're always ready to take the next picture because 
the film is automatically advanced after each picture you take. 
Best of all, the new Minolta 5000 Autofocus SLR makes this all 
happen so easily, so quickly and so precisely that it'll change the 
way you used to think about SLRs—and maybe even about 
photography itself. 


The Popular Hi-Tech Autofocus SLR 
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modern in the sky. On average our 
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and new A-300's. To keep them new 
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The revolutionary Airbus concept, 
already chosen by over 50 of the 
world’s leading airlines. 

The Airbus family, offering reduced 
airline operating costs worldwide. 
The Airbus family, consistently setting 
new standards in passenger comfort 
and marketing opportunities. 
And now the all new Airbus A320. 
Years ahead of the competition and 
first with the right answers for 
the 150 seat market. 

Airbus. The most advanced family 
of jetliners in the world. 


© Airbus Industrie 
YOU BEST BFILUBNLON MFT AF [T 





Karkastern Economie 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Regional Editor: Susumu Awanohara, 
Michael Malik (Deputy): 
Ashley Wright (Assistant) 
Business Editor: Anthony Rowley: 

Ron Richardson (Deputy): 

Liz Carver, Elizabeth Cheng (Assistants) 

Focus Editor: Pau! Sillitoe 

Arts & Society Editor: lan Buruma 
News Editor: Michael Charnock; 
Paul Bayfield (Deputy): 

Anita Motwani (Assistant) 
Editorial Manager: Michael Westlake 
Chief Correspondent: Rodney Tasker 

Specialist Writers: 
David Bonavia (China): 
Robert Cottrell (Finance); 
Gene Gregory (Technology): 
V. G. Kulkarni (Subcontinent): 





Emily Lau (Hongkong): Executive 
Richard Nations (Diplomacy). 
Louise do Rosario (China Trade) Floor. 


Art Director: Morgan Chua: 
Frank Tam (Deputy); Andy Tang (Assistant) 
Production Editor: Paul Lee; 
Henry Chiu (Deputy) 


WE PUT THE BUSINESS 
«æ TRAVELLER UP WHERE 
HE SHOULD BE. 


Exclusive accommodation, separate 
express check-in, concierge and personal butler, 
a private lounge serving complimentary 
continental breakfast and cocktails. 

At Hilton International we take 
the business traveller up to a new level. 
The Executive Floor. 

It’s all part of the service. 


BUREAUX 


Bangkok: John McBeth, 
Paisal Sricharatchanya (tel. 2511139) 
Jakarta: 347814 
Kuala Lumpur: Suhaini Aznam, 
Nick Seaward (2308972) 
Manila: Guy Sacerdoti, James Clad, 
Jose Galang (572081) 
New Delhi: Salamat Ali (South and West Asia), 
Mohan Ram (676690) 
Peking: Robert Delfs, Mary Lee (52-1550) 
Seoul: Shim Jae Hoon, Paul Ensor (732-7354) 


Singapore: Nigel Holloway (2203720) Bangkok - 
Sydney: Hamish McDonald (212-3355) Brisbane 
Taipei: Carl Goldstein (502- 9030) Hong Kong 


Tokyo: Charles Smith, Bruce Roscoe (2708229) 


Washington: Nayan Chanda (469-4814) Kuala Lumpur 


Osaka * 
Petaling Jaya 


OTHER CORRESPONDENTS AND CONTRIBUTORS | 
Cebu L Jacqueline Rees f Sydney 
alcutta Jayanta Sark T; : 

ayanta Sarkar i Tokyo 











Colombo —_—— | em Manik de Silva | 
Dhaka E S. Kamaluddin | 
Europe _ James Bartholomew (London), 

Shada Islam (Brussels), Therese Obrecht (Geneva) 
Islamabad Husain Haqqani, Mohammed Aftab 
Kathmandu ___ : Kedar Man Singh 
Manila Leo Gonzaga 
Rangoon e: M.C. Tun 
United Nations Ted Morello 
Wellington ner Colin James 





"Opening late 1956 
+Opening Sep 10, 1956 

















—Á€— 








Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 


Published weekly, every Friday, in Hongkong since 1946. All Rights 
Reserved. © Far Eastern Economic Review Limited, Hongkong, 
1986. (AE) Member of the Audit Bureau of Circulations, London 


Offices: Centre Point, 181-185 Gloucester Road, Hongkong 
Postal address: GPO Box 160, Hongkong. Cable: REVIEW 
HONGKONG (Editorial; REVIEWADS HONGKONG (Advertising) 
REVIEWCIRC HONGKONG (Circulation). Telex: HX 75297 ECWEK 
(Editorial); HX 62497 REVAD (Advertising); HX 66452 REVCD (Circu- 
lation FAX: 5-8932762. Telephone: 5-8936688 (Editorial) 
5-734301 (Advertising); 5-891 1533 (Circulation) 


Printed by Yee Tin Tong Printing Press, Ltd, Tong Chong Street 
Quarry Bay, Hongkong 


For reservations, call your 
travel agent, any Hilton 
International hotel or 
Hilton Reservation 
Service. Ask for our 


U.K.: Registered as a newspaper at the General Post Office ee ` » 
U.S.A.: The Far Eastern Economic Review (USPS 914-880) is pub- Executive Floors. 
lished weekly, every Friday, for US$88.00 per year by Far Eastern 


Economic Review Limited. U.S. Mailing Agent — Datamovers, Inc 


38 W. 36th St., New York, N.Y. 10018. Second-class postage paid 
at New York, N.Y., and additional mailing offices. POSTMASTER E 
send address changes to Datamovers, Inc., 38 W. 36th St., New 


York, N.Y. 10018 











FAR EASTERN ECONOMIC REVIEW e 26 JUNE 1986 





LETTERS TO THE EDITOR 














Union in name only 


Subsequent to your report [REVIEW, 22 
May] that “the minority groups have in 
principle agreed to give up their previ- 
ous separatist demands in favour of 
some kind of union, or federal structure 
of government in Burma," it is neces- 
sary to bring certain points to light. 

Had a genuine federal system been 
implemented at the formation of the 
Union of Burma, consistent with the 
historic Panglong Agreement, signed in 
1947, there would be no national upris- 
ings. 

Unfortunately, the  short-sighted 
Burmese political leaders (both Left 
and Right) were so obsessed with their 
narrow-minded chauvinism that they 
started suppressing and exploiting the 
non-Burman nationalities since inde- 
pendence. In this way they planned to 
advance the Burmans far ahead of the 
minorities culturally, socially, politi- 
cally, etc., and put them in a sham union 
under a “homogeneous” unitary system 
dominated by the Burmans. 

Far from achieving their grand ob- 
jective, this erroneous attitude has in- 
stead plunged the country into a cease- 
less civil war, making it one of the most 
backward nations in Asia. Its neigh- 


The Regent of Bangkok. 


Modern luxury in 
the style of 
Thailand. 


bours which gained independence at 
about the same time prosper and are far 
ahead of Burma today. 


Hamburg ‘A Federalist’ 


The faithful majority 


Neville Sarony in his article, Nepal ac- 
cepts your faith but not your hell-fire | 15 
May], asserts that those Christians who, 
“have been arrested and prosecuted for 
flagrant violation of the law proscribing 
evangelism,” are, “adherents of a sect 
whose tenets of faith Jesus Christ him- 
self would find it hard to recognise.” 
This assertion along with others made in 
the article, are so far from the truth as to 
be laughable, if it were not so serious a 
matter. 

I have worked in Nepal in the field of 
education with the United Mission to 
Nepal for nearly 14 years. I have col- 
leagues working in health, education 
and economic development activities 
who represent five continents, over 20 
countries (including Hongkong), and 
probably every mainline denomination 
of the Christian church. 

In Nepal I have met perhaps two or 
three who might possibly be described 
in the terms used by Sarony, and do not 


know whether they have been arrested | 
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me 


and ill-treated. By contrast I have met 
many hundreds who are normal, sin- 
cere, faithful, and compassionate Christ- 
ians in fellowship with normal Christ- 
ian congregations across this land. They 
have inspired, and challenged me more 
than I can say. Some of them, sadly, 
have been arrested and sometimes ill- 
treated in other ways, for their faith. 

It is not the purpose of this letter to 
discuss the rights or wrongs of such ac- 
tions, either by the Christians or by the 
authorities, but rather to try to set the 
record straight concerning these friends 
who by no stretch of the imagination fit 
Sarony’s description. Richard Clark 


Acting Executive Director 


Kathmandu The United Mission to Nepal 


Seven-day tourism 


As a Burmese national living abroad, I 
am grateful to W-A. B. Miailhe’s letter 
[REVIEW, 24 Apr.] for his comments on 
the state of tourism in my country. 

It is an established fact that Burma 
has been unable to earn much foreign 
exchange from tourism despite a lot of 
tourist attractions. There are a number 
of reasons for the underdevelopment of 
the tourist industry in Burma: restric- 
tions on the length of stay, inadequate ` 
facilities for hotel accommodation and 
domestic travel, and few guided tours. 
All this is happening without any 
change under the present totalitarian 
military regime. 

Nothing is wrong with Miailhe's ter- 
rible experience as a tourist in Burma. 
But I am sure he would have learned 
much more about the conditions of 
Burma under communist party leader 
Ne Win if he were permitted to stay 
there much longer. As a matter of fact, 
tourism could provide Burma with 
much-needed foreign exchange in these 
difficult years. The worst is, of course, 
the closure of many beautiful places that 
tourists may wish to visit during their al- 
loted week. 
Stockholm ‘Win Htein' 


Future view 


The advertisement from Rochas/Paris 
[REVIEW, 29 May] deserves praise: 
imaginative and outstanding, among 
the general insipidity that governs 
advertising. And your statement in 
TRAVELLER'S TALES in the same issue 
"that if Hongkong goes well and China 
goes well, that challenge will necessitate 
a more massive rethink by the Kremlin 
than anything Nato seems capable of 
today or at any time in the future" is 
prophetic. 


Hawaii Harry H. Schat 


Pseudonyms are accepted, but letters must 


bear the writer's signature and address. 
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Concurrent Computer Corporation — 


Concurrent 
Computer Corporation 


Your Gateway To The Future 


oncurrent Computer Corporation 
( is the acknowledged leading manu- 

facturer of high performance 
superminicomputers in today's computer in- 
dustry, utilising a sophisticated parallel pro- 
cessing architecture. 

The company as it stands today was formed 
in 1985. But, despite being a relatively new 
name in the field, Concurrent Computer Corp 
has a long and successful history stretching 
over 20 years. 

Originally formed in the mid-60's by a 
group of former IBM engineers, the company 
began developing the revolutionary new 
parallel processing architecture that today 
provides its systems with performance and 
reliability parameters vastly superior to those 
achieved using conventional architectures. 

In 1977 the company was taken over by the 
high-technology giant, Perkin-Elmer, to be- 
come the P-E Data Systems Group. 


Todays Concurrent Computer Corpora- 
tion gained its independance from P-E in 
November 1985 to present a single, readily 
identifiable image as a manufactuer and tech- 
nology leader in the computer industry. The 
name, "Concurrent" was chosen to emphasise 
the company's commitment to parallel pro 
cessing technology. 

That move has proven tremendously 
successful and despite its comparative youth, 
Concurrent Computer Corporation is repre- 
sented in more than 60 countries and has 
installations totalling more than 23,000 
systems worldwide. 

Still 80 percent owned by Perkin-Elmer, 
Concurrent Computer Corporation became a 
publicly listed company on January 24, 1986 
and the Corporation's stock is traded in the 
over-the-counter exchange in New York. 












A History of 
Achievement 


oncurrent e xs Corpora- 

i tion is a dynamic company which 

hes lead the feld foh nee aude 

years in computer technology research and 
development. 


In its early days Concurrent Computer 
Corporation was the first company to produce 
and market high-performance 16-bit super- 
minicomputers, a breakthrough in computer 


technology. The company also pioneered re- 


search into 32-bit technology and scored 
venus y Ee 
superminicomputer. 





cont'd A History of Achievement 
Concurrent Computer Corporation was 
the first to utilise a tighly coupled memory 
architecture for co | processors 
together. This development laid the founda- 
- tions for parallel processing which has made 
the company the industry leader in high- 
| performance superminicomputer systems. 


In the UNIX arena, Concurrent Computer ` 


Corporation again led the field, becoming the 
first manufacturer to "port", or transport the 
standard UNIX operating xig onto a 
_ superminicomputer. 

Concurrent Computer Corporation was 
the first company to utilise the ISO's (Inter- 
national Standards Organisation) — X25 
- PDSN, (Packet Data Switching Network) in 
Europe and in the Far East, which opened the 
way for communications between different 

vendors' computers. 

— [n the field of information storage and 
retrieval Concurrent Computer Corporation 
. was among terna to utilise the concept of a 
relational database and the first to actually 
_ achieve an up and running relational database 
management system on a supermini- 
computer. 

Concurrent Computer Corporation has the 
best FORTRAN optimised compiler in the 
market and was also the first manufacturer to 


_ implement a COBOL compiler on a super- 


gar sapere 


Benchmark programs are indicators of 


 oanpiting speed or power and are usually 
DURUlNE A vM n millions of instructions 

per second, MIPs. Concurrent Computer Cor- 
“asiem MPS systems curtently hold the 
record for- me American Institute of 
. Machinery's benchmark. In addition the com- 
pany's MPS range of systems is also the 
. Whetstone benchmark leader in the super- 

-minicomputer category. 

Today Concurrent Computer Corporation 
is the industry leader in parallel processing- 
based multiprocessing superminicomputer 
systems, with around 400 such systems 
shipped worldwide. 





UNIX is a registered trademark of AT&T. 





The Building Blocks 


C oncurrent Computer Corpora- 
tions — superminicomputers are 
widely held to be the fastest, most 
powerful, flexible and economical general 
purpose high-performance systems available 
today by many of Asias top computer 
consultants. 

That repuiation claim is based on solid 
technological expertise, built up over 20 years 
in the leading edge of the computer industry. 


Technological Strength 

That expertise falls roughly into four areas, 
Parallel Processing, Information/ Transaction 
Processing, Communications and Realtime 
technologies, each of which has contributed to 
the success of Concurrent Computer Conpora- 
tion. 

The heart of any computer is its processor, 
or processors in the case of a Concurrent 
Computer Corporation system thanks to its 
unique form of Parallel Processing 
Architecture. 


Many Processors Make Light Work 


The concept of Parallel Processing is very 
simple. It allows you to divide a task into a 
series of subtasks and execute them through a 
number of processors built-in to the computer 
to give the ultimate result. 

R. Oscar Ribeiro, Marketing Manager, for 
Concurrent Computer Corporation says the 
beauty of Parallel Processing is that the 
computer can execute different elements of 
the tasks, on processors A, B and C, add them 
together and the sum of them is the answer. 

"Concurrent Computer Corporation sys- 
tems use tightly coupled Parallel Processing 
technology which utilises a single operating 
system to control different processors and 
transfers data through a common memory, 
rather than by a data bus, Mr. Ribeiro 
explained. 


Multiple Gains 


There are several advantages offered by 
utilising Parallel Processing technology. The 
first is compatibility — meaning that what- 
ever software you write for one processor will 
run on all Secondly, you have increased- 
reliability. If there is an overload or a failure 
the system simply shifts the workland to 
another processor. 


Another advantage of Parallel Processing 
is expandability. The option is always open of 
adding another processor to upgrade com- 
puting power to give you the power you want. 
And in addition price performance is opti- 
mised — you don't have to change the whole 
machine to increase your computing power, 
simply add on more processing units. 
















Serial Processing 


Computers to this day hav 
serial architecture with on 
main processor and memc 
bank. Serial processors 
perform operations one st 
at a time. 


CENTRAL 
ie BUS MEMORY 


Parallel Processing 


The new parallel! processo: 
use hundreds, even millior 
of processors arranged in 
branching, tree-like structu 
and are able to perform 
different operations at one 
time. 


CONTROL BOX 


Information/Transaction Processing — 
A Fundamental Concept 


Another fundamental aspect of Concurrent 
Computer Corporation systems is Informa- 
tion/Transaction processing. Transaction 
processing is pure data processing, data in, 
data out. 

“Information processing, However is far 
more sophisticated, not only covering the full 
spectrum of data processing, but also allows 
information to be processed into all its differ- 
ent forms, text, data and pictures and even 
voice, Mr. Ribeiro said. 

Many users link information processing 
with office automation particularly because 
office computer systems must handle a large 
amount of information in text form and 
manipulate it to generate reports, business 
graphics, memorandums etc. 





In a corporate situation the computer 
system has to store information in a central 
database', and transmit information from that 
ventral store to scattered workstations for 
further manipulations or office automation 
applications, such as offered by the Reliance 
Office products. 

“In a system such as Concurrent Computer 
Corporation s Reliance Star, we have what we 
call a database machine which runs the Re- 
liance Plus relational database management 
software, dedicated to the specific require- 
ments handling the central database,” he added. 

Reliance Star can support up to nine 
machines with one machine operating as the 
dedicated database machine, with the rest 
supporting the workstations. This gives you a 
lot of data manipulation power as well as 
other features such as office automation, 
communications, etc. 

Fourth generation language (4GL) soft- 
ware tools that allow users to build up appli- 
'ations, configure the system and present the 
nformation are also important aspects of 
information Processing. Concurrent Com- 
outer Corporation offers a comprehensive 
range of 4GL tools capable of meeting the 
needs of most commercial applications. 


Communications — The Vital Link 


Once information is processed it must be 
transmitted, possibly between offices on op- 
posite sides of the world. This requires a very 
reliable and flexible communications capa- 
bility, and again Concurrent Computer Cor- 
poration leads the field. 


The feature that sets Concurrent Computer 
Corporation apart from most other manu- 
facturers is that from the beginning it 
followed communications standards set down 
by the International Standards Organisation, 
the ISO. 

"Concurrent Computer Corporation offers 
both Local Area Networking (LAN) and 
Wide Area Networking (W AN) capabilities. 
The company has adopted the Ethernet 
(IEEE 402.3) LAN protocol standard and 
X25 for WAN links,” said Johnny Fung, 
Software Manager, Hong Kong/PRC. 

"We also support connection to IBM's 
SNA/BSC and their RJE protocols, the de 
facto industry standards. Under X.25 and 
SNA/BSC, Concurrent Computer Corpora- 


tion systems can communicate with almost 


any other vendors’ equipment,’ Mr. Fung said. 


Real Two-Way Communication 


Many manufacturers produce systems that 
can emulate IBM terminals which enables 
them to access information stored in IBM 
systems. However it is not usually possible for 
IBM systems to access data stored in the data 
banks of other vendor's systems. 

Concurrent Computer Corporation s IBM 
connection offers real two way communi- 
cation, giving Concurrent Computer Corpor- 
ation hardware access to information from 
IBM systems and vice versa. 


Every Second Counts 


The fourth area of technology where Con- 
current Computer Corporation is especially 
strong in real time applications for a number 
of reasons. 

Concurrent Computer Corporation's multi- 
processor parallel processing architecture is 
inherently suited to performing in Realtime. 

"For effective Realtime applications you 
have to build the hardware from the ground 
up. It's extremely difficult to adapt a computer 
to perform well in realtime if it's not originally - 
designed that way,’ explains Tony Wong, 
Customer Services Manager. 

The large 64MB/sec memory bandwidths 
on Concurrent Computer Corporation 
systems and their optimised FORTRAN 
compilers provide an excellent environment 
for constructing a wide variety of Realtime 
applications. 

In addition the large 40MB/sec I/O band- 
width allows the user to attach a lot of external 
devices enabling the quick transfer of data to 
and from the system. This, coupled with the 
multi-level event-driven interrupt capability 
makes Concurrent Computer Corporation 
systems extremely well suited to Realtime - 
applications. 

Realtime applications must pe up and 
running constantly, ready to accept, process 
and transmit data at an instant's notice. Under 
such conditions a fault-tolerant capability is- 
extremely important and the multi-processor 
architecture of Concurrent Computer Cor- 
poration's systems provide inherent back-up 
and redundancy capabilities. : 

"That's another of the incidental, yet crucial 
benefit we've picked up by utilising a multi- 
processor architecture. Concurrent Computer 
Corporation's systems are 98 per cent fault- 
tolerant in their normal operating mode,” Mr. 
Wong said. 

Concurrent Computer Corporation has 
taken four widely differing, highly sophisti- 
cated yet inherently compatible technologies 
and welded them into a range of extremely - 
high performance general purpose systems. 

“Concurrent Computer Corporation. Sy- 
stems offer incredible computing power, re- 
liability and versatility unmatched by any 
other single computer vendor. We think that's 
something to be real proud of, and gives our 
users total confidence," Mr. Wong concluded. 





Unlimited Applications 


he strength of Concurrent 

Computer Corporations MPS 

multi-processor superminicompu- 
ters is undoubtedly their use of parallel pro- 
cessing architecture specifically designed for 
general purpose operations. 

The general-purpose, high-performance 
nature of Concurrent Computer Corporation 
systems is best illustrated by looking at the 
diverse variety of range of businesses and 
industries that now use the company's super- 
minicomputer systems as an integral part 
of their business. 

In Singapore a superstakes lottery organi- 
=. sations uses three Concurrent Computer Cor- 

 poration 3210 systems. The lottery processes 
. hundreds of thousands of bets each day and a 
sophisticated applications package designed 
by a Concurrent Computer Corporation VAR 
has significantly increased the organisation's 
operational capacity. 

In Hong Kong a major international tele- 
communications company utilises Concurrent 
Computer Corporation hardware. All of 
Hong Kongs X25 data communication 
traffic is transmitted across the world via the 
system, a feat made possible by Concurrent 
Computer Corporation's standard software. 

Singapore also uses Concurrent Computer 
Corporation systems for controlling marine 
telephone traffic. In addition, a number of 
other systems that can interface directly with 
belt-type pagers provide the backbone for 
many radio-paging companies operating 
throughout the Asian region. 

Concurrent Computer Corporation sy- 
stems are also used by one of Hong Kong's 
two major supermarket chains to cope with 
the mammoth task of keeping up-to-date 
inventories and provide valuable manage- 
ment information to the company's managers. 

Transportation is another area where Con- 
current Computer Corp. systems are highly 
effective, particularly so in the case of Hong 
Kong's underground railway network which 
utilises modified 100 per cent non-stop fault- 
tolerant 3230 superminicomputers to control 
trains on the railway. 

In energy exploration, parallel processing 
based superminicomputers has proven useful, 
and in China, several ministries currently use 
3200 MPS systems to run seismic analysis and 
well logging applications. 


Concurrent Computer Corporation equip- 
ment is also used in the medical profession 
and systems running the Remedy Hospital 
management applications are used by 
hospitals in Thailand, and in other 
hospitals throughout the world. 

In the area of high-technology manufac- 
turing a major Japanese automobile firm 
utilises Concurrent Computer Corporation 
equipment for control of assembly-line robots 
in a car plant, and many other industries use 
Concurrent Computer Corp. equipment in all 
aspects of manufacturing and administration. 





Concurrent Computer Corporation's 320 
range of superminicomputers provides a higl 
degree of performance, computing power an: 
expandability, while offering the user un 
paralleled freedom to run applications tha 
meet his specific needs. 





Peace of Mind 


ophisticated hardware, ^ even 

fault-tolerant systems such as Con- 

current Computer Corporation's 
3200 MPS range requires a high degree of 
service and support, that's the opinion of Don 
Reinhart, Managing Director, Pacific Distri- 
butor Operation for Concurrent Computer 
Corporation. 

Concurrent Computer Corporation oper- 
ates a network of direct sales offices in Hong 
Kong. Beijing, Singapore and Tokyo which 
provide a comprehensive range of support 
services to users throughout the region. 

"We have training facilities, both in Hong 
Kong and Singapore, and then we have full 
field service divisions equipped to deal with 
hardware and software support in both those 
cities, explains Alfred Tsang, Managing 
Director, Concurrent Computer Corporation s 
Hong Kong office, with responsibilities for 
the territories of Hong Kong, China and 
Macau. 





In additon, Concurrent Computer Corpora- 
tion operates a Remote Service Station to 
meet the needs of its users in the People's 
Republic of China. 


"We have a permanent technical represeni 
tative in China but we fly in our expert servic 
personnel when urgently required. That 
what we mean by ‘remote service’,” Mr. Tsang 
said. 

Concurrent Computer Corporation mairy 
tains a network of distributors in man‘ 
countries throughout the region including 
Korea, Thailand and Malaysia. These distri 
butors are encouraged to takeover the service 
for their own country. 

However as Mr. Reinhart stresses, “th: 
back-up support will always come from Cors 
current Computer Corporation's direct sale: 
offices". 

Sales Offices: 

Hong Kong, 

Tel: 5-8932382 Tlx.: 74732 PEDS HX: 
China (Beijing), Tel.: 890531 

Ext. 282/492 Tlx.: 20030 PEBSS CN; 
Singapore, 

Tel: 3398877 Tlx.: 24792 PECOFE RS 
Distributors: 

Malaysia, UNIDATA SDN BHD 
(Kuala Lumpur), Tel.: 7564477; 
Thailand, 

LOXLEY (BANGKOK) LTD. (Bangkok), 
Tel.: 2219156 & 2216121; 

Korea, 

NAM YEUNG INDUSTRIAL CO., LTD. 
(Seoul), Tel.: (02)635-1101/0184; 

Japan, 

KYOKUTO BOEKI KAISHA LTD. 
(Tokyo), Tel.: 2443511; 

Taiwan/ Indonesia/ India, 

contact. Singapore sales office. 
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B orth Korea is one of the most paradoxical countries in 

the world. An extremely orderly society which, at times, 
behaves like an international gangster; a rigid Marxist- 
Leninist regime which at the same time has turned into a 
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Opposition parties and human-rights 
. groups call for the release of political 
prisoners in Pakistan. 
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Asia's only tantalum plant has 
finished construction in the southern 
Thai resort of Phuket, but the fate of 
the US$44 million investment is being 
challenged by local residents who see 
it as a threat to their environment. 


Page 82 

Australians have been warned by 
Prime Minister Hawke that they must 
cut their standard of living if the coun- 
try is to avoid a balance-of-payments 
crisis. 


Page 84 | 
Jakarta's major creditors say they 
must buy more from indonesia to help 
it avoid a debt crisis, 
the country that it must 
inefficient ways. 
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outh Korea has rejected an of- 
fer by Pyongyang for military- 
level talks on the security situa- 
tion in the Korean peninsula. 
In an unprecedented gesture, 
O Jin U, North Korea's armed 
forces minister sent a letter 
to his counterpart in the South, 
Minister of National Defence 
Lee Ki Baek, and Gen. Wil- 
iam J. Livsey, the US com- 
mander-in-chief of the com- 
bined South Korean and US 
forces, calling for a tripartite 
military summit in July to dis- 
cuss “immediate measures 
elpful to detente” between 
the two hostile sides of the 
peninsula. 
Details of the letter broad- 
cast on Pyongyang radio call- 
ed for a working-level meet- 
ing on 26 June to prepare for 
a summit, which would pre- 
sumably involve the defence 
ministers of the two sides, and 
a US representative such as 
Livsey. Seoul’s official state- 
ent called the North's propo- 
il a “propaganda ploy” that is 
“not worth attention.” 
A defence minister from 
either side has never addressed 
his counterpart directly in a let- 
ter in this way, though the 
North proposed three-way 
talks in early 1984, a proposal 
which Washington and Seoul 
rejected. — Paul Ensor 


Umno politician’s lecture 
on islam banned 
Kassim Ahmad, a former 
chairman of the opposition 
Parti Socialis Rakyat Malaysia, 
and now a member of the es- 
tablishment United Malays 
ational Organisation (Umno), 
was banned from deliver- 
ing religious lectures in the 
northern Perlis state on 14 June 
and in neighbouring Kedah 
two days later. The prohibition 
apparently stems from Kas- 
im’s views expressed in his 
new book Hadith: Satu 
Penilaian Semula (Hadith: A 
Re-evaluation), in which he 
uggests that Muslims return to 
he Koran proper as a source of 
mic law instead of using the 
Hadith (Prophet Muhammad’s 
ayings recorded by his follow- 
ers) as a guide. The book has 
sparked much criticism in the 
country. 

. The Home Ministry is also 
awaiting the results of a 
study by the government’s Re- 
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ligious Affairs Division to 
determine whether the book 
should be banned. 

— Suhaini Aznam 


UN chief as | 
‘Rainbow’ mediator 


UN Secretary-General Javier 
Perez de Cuellar has agreed to 
mediate in the dispute between 
France and New Zealand over 
the fate of two French agents 
jailed for helping to sink the 


Greenpeace ship Rainbow 
Warrior in Auckland harbour 
last July. 

After meeting French 
Prime Minister Jacques 


Chirac in Paris on 16 June, 
Perez de Cuellar said he was 
still awaiting “final decisions” 
on the role he would play. 





In Wellington, meanwhile, 
Prime Minister David Lange 
demanded that France, as a 
precondition to the Perez de 
Cuellar mission, lift all punitive 
restrictions imposed on im- 
ports from New Zealand aimed 
at forcing it to free the pair. 

— Jim Wolf 


Afghan rebel leaders 
go to White House 


. Four Afghan rebel leaders met 


President Reagan at the White 
House on 16 June. Reagan 
promised continuing US sup- 
port for the alliance of Afghan 


groups opposing the Soviet-. 


backed government in Kabul 
and. the presence of 120,000 
Soviet troops in the country. 
But he refused to consider 
granting diplomatic recogni- 
tion to the alliance because of 
the importance he attached to 
maintaining a US embassy in 
Kabul. nt 

US officials stressed that the 
views of the alliance should be 
taken into account at resumed 
proximity talks between Af- 


ghanistan and Pakistan in 


Geneva in mid-July, which will 
concentrate on the crucial issue 
of a Soviet military withdrawal. 

— Nayan Chanda 
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Tokyo offshore banks 


to start in December 


Japan's offshore banking mar- 


ket will start to function on 1 


December, following approval 


by parliament.in May. Market 
transactions will be limited to 
bank deposits by non-residents 
but Japanese banks will be al- 
lowed to open non-resident ac- 
counts provided these are kept 
separate from domestic busi- 
ness. Interest-rate controls 
which apply to most domestic 
bank deposits will be waived in 
the case of the offshore mar- 
ket. Offshore transactions will 
also be exempted from the 
20% withholding tax which is 
applied toincome derived from 
interest on domestic bank de- 
posits. — Charles Smith 


China to extend 
credit to Manila 
Philippine Vice-President Sal- 
vador Laurel met with Chinese 


leaders in Peking on 15-17 June | 


for talks which focused on 
economic problems facing the 
new Philippine Government. 
China's senior statesman Deng 
Xiaoping and Premier Zhao 
Ziyang offered assurances that 
“all contacts" with the Com- 
munist Party of the poeta alee 
have been stopped, Laurel told 
reporters. 

China.is prepared to renew 
a US$20 million credit line and 
provide an additional US$20 
million in trade credits on terms 
to be agreed later, Laurel said. 
A pricing formula has been 
agreed which will enable sales 
of 430,000 tonnes of crude oil 
(estimated value US$25.4 mil- 


lion) to be made to the Philip- 


pines this year on a deferred- 


payment basis. — Robert Delfts 
Standard Chartered seeks 


help to fight bid 

Standard - Chartered Bank, 
which is fighting off a hostile 
takeover. bid from British- 
based Lloyds Bank, has begun 
talks with a "number of cus- 
tomers or long-standing friends 
in the Far East region who are 
willing to help or become in- 
volved," a Standard Chartered 
spokesman said. These include 


Lee Ming Tee, a Malaysian 


businessman who is also a sub- 
stantial investor in Australia. 
Sydney sources say Lee has 
been discussing taking a possi- 
ble 25% stake in Standard 


Chartered, which would cost. 
him around £500 million. 
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Pacific in Hongkong to further 


his Asian interests. The bank 
said no. conclusions. had. yet 
"been reached in its discussions. : 


— A Correspondent - 


Auditors qualify Harapan’s © 
Singapore arm accounts _ 
The latest accounts of Town &- 
City Properties, the Singapore- 
quoted vehicle of Indonesian 





ja's Harapan group, have been. 
qualified by the firm's account- 
ants, Ee Peng Liang. The audi- 
tors say the group's accounts for 
1985 have been prepared on a 
going-concern basis which as- 
sumes that the two principal 
subsidiaries, Good Property 
Land Development and Best- 
land Development, would be. 
able to obtain continued finan- 
cial support from their bankers. 
The directors say that a fall in 
value of the group's properties, 
which include Hotel Meridien, 
is not considered permanent - 
and have made no adjustment. 
to their values in the books. __ 
Ee Peng Liang says it is un- | 
able to determine. whether 
there is a permanent diminu- 
tion in the value of leasehold 
properties and in the carrying | 
value of the investment in two 
subsidiaries. Two other quoted 
property firms, Bonvests and 
Apollo Enterprises, have also 
had their accounts qualified. - 
Some of the reasons given have . 
been similar to those for Town - 
— Nigel Holloway 


South Korean firm to set 
up factory in Frankfurt 

Goldstar Co., the South Ko- 
rean consumer electronics 
giant, has announced plans to 





| start work on a factory near 
Frankfurt im West Germany 


this year which will. produce 


| colour TV sets and VCRs from 


mid-1987 when construction is 
completed. Goldstar expects to 
be producing 400,000 VCRs 
and 300,000 colour TV sets an- 
nually after completing the 


| plant, and expects total invest- 


ment in the project to reach 
US$28 million by 1991. Most of 
the financing will have to be 
raised overseas. Goldstar al- 
ready has a plantin Alabama in 
the US, producing TV sets and 
microwave ovens and will be 
the second South Korean elec- 
tronics company to enter into 


: pon in Europe — fol- 







owing its rival Samsung, which - 
V sets in Por- 
— Paul Ensor . 





















PRELUDE TO SUMMITRY 


In preparatory talks for the upcoming 
Asean foreign ministers’ meeting, 
officials have agreed to hold the next 
Asean heads-of-government summit 
during mid-June next year in Manila. 
Officials have already started 
worrying, however, about what, if 
anything, a possible “Manila 
declaration” by the summit leaders 
will contain. If the Sabah issue over 
which Manila and Kuala Lumpur 
have serious disagreement is not 
solved by then, the declaration would 
sound hollow. Meanwhile, lingering 
objections from Kuala Lumpur to 
Jakarta’s 1984 plan to involve Asean’s 
six dialogue partners in an “Asia 
Pacific Cooperation” programme 
(REVIEW, 11 July) are still tying up 
officials in the countdown to the 
foreign ministers’ meeting. 


NO COMMENT 


The Japanese Embassy in Bangkok 
recently declined an invitation from 
the Foreign Correspondents Club of 
Thailand to be represented in a panel 
discussion on protectionism, where a 
US Embassy trade official was also 
invited. The Japanese are privately 
disturbed about recent negative 
American references to Tokyo’s 
trade policies. Last year US officials 
told a group of protesting Thai textile 
workers they should direct their 
greivances to the “other” embassy — 
meaning the Japanese mission. 


GREATER NEPAL? 


Indian intelligence agencies think the 
agitation in the Darjeeling district of 
West Bengal for a separate state for 
the Nepali-speaking area — the 
so-called Gorkhaland — is part of a 
plan for “greater Nepal,” comprising 





THE WEEK 


AFGHANISTAN . 

The communist government said that 195 
Muslim guerillas had surrendered to forces 
in the north of the country and four insurgent 
hideouts in Kabul had been overrun (/4 
June). Four Afghan rebel leaders began a 
five-day US campaign for more weapons (/5 
June). EIS 


CHINA 

A group of about 1,000 youths cornered a 
police Jeep in Peking for two hours and 
threatened overturn it after a policeman al- 


legedly struck a motorcyclist detained for a 
traffic violation, a witness said (77 June). 
Party General Secretary Hu Yaobang ar- 
rived in Britain on an official visit (72 June). 
Philippine. Vice-President Salvador Laurel 
arrived for an official visit. China Air Lines 





Nepal and the Indian state of Sikkim 
together with other Nepali-speaking 
areas in India stretching from Uttar 
Pradesh to Assam. The Gorkha 
National Liberation Front which is 
leading the agitation has been 
asserting that it only wants a 
Nepali-speaking state in India and is 
not for secession. At present Sikkim 
is the only Nepalese-majority state in 
India. 


PUMP-PRIMING 


Since assuming the post late last year, 
Burma's Energy Minister Sein Tun 
has been overhauling the country's 
notoriously inefficient oil-distribution 
system. Known for his no-nonsense 
style, the minister has made 
unannounced inspections of 
Rangoon petrol stations and, on 
several occasions, fired officials for 
cheating or being late for work. 
Supply trucks which previously 
caused long delays filling the stations 
during the day have now been 
ordered to deliver at night. 


A HISPANIC CHORUS 


m Argentina's 





President Raul 
Alfonsin will visit 
Japan and the 
Philippines from 
15-19 July, the 
first time an 
Argentine head 
of state has visited 
East Asia. The 
visit to Manila is 
especially 
significant. Besides reflecting 
Philippine interest in reviving 
traditional Hispanic ties, Alfonsin’s 
appearance highlights two sensitive 
problems he shares with President 
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Alfonsin. 


pilot Wang Hsi-chuen, who defected to 
China in a cargo Ars last month, was given 
a senior post in the Civil Aviation Adminis- 
tration of China, the Hongkong leftwing 
newspaper 7a Kung Pao reported (/5 June). 
Hu held talks with French Prime Minister 
Jacques Chirac in Paris (/7 June). 


INDIA 

Three people were seriously injured 
when they were fired on by Sikh militants (77 
June). 


PHILIPPINES 

Diehard supporters of former president 
Ferdinand Marcos received up to P1 billion 
(US$49 million) to undermine the govern- 
ment of President Corazon AN. a lead- 
ing newspaper said (73 June). 








Corazon Aquino: pursuing the 
investigation of human-rights abuses 
by the military without provoking a 
destabilising reaction and coping with 
an empty treasury and sky-high 
foreign debt. Influential sections in 
both the governments have urged 
"selective repudiation" as one way to 
reduce the debt burden. 


SWITCH YOUR SITE 


The US will not be able to build its 
short-wave transmitting station for 
Voice of America on an agreed site 
on Sri Lanka's west coast. More than 
one year after the ground-breaking 
ceremony for the station at Iranawila 
near Chilaw, Colombo asked for the 
facility to be located near Puttalam 40 
km north of the original site. Since the 
groundbreaking, Sri Lanka has been 
dragging its feet on handing over the 
1,000-acre site mainly due to 
unhappiness about Washington’s 
refusal to sell it certain weaponry 
including Cobra helicopters. 


FREE AGENT 


Following reports that a US citizen 
had registered as an agent for a 
liberation front to free Laos of 
Vietnamese and Soviet “aggression,” 
Laos took up the matter through 
diplomatic channels with 
Washington. However, White House 
official Richard Childress told Lao 
Chargé d'Affaires Bounkeut 
Sangsomsak that US law permitted 
its citizens to work for foreign 
governments or movements. He 
pointed out that often such activities 
were directed against governments 
allied to the US and this did not mean 
an unfriendly attitude by US 
Government. Laos is believed to be 
satisfied by the explanation. 


SRI LANKA 
Twenty-two people were killed when 
Tamil separatists used bombs to blow up two 


buses in Trincomalee, officials said (77 |. 


June). Sri Lankan troops raided a e pres 
Tamil guerilla hideout northwest of Colom- 


bo killing at least 26 rebels, reports said. At — 


least 47 Tamils were reported killed in two 
separate attacks in Trincomalee and the 
northwestern town of Mannar, it was report- 
ed (13 June). 


THAILAND 

Former prime minister  Kriangsak 
Chomanan and two trade union leaders on 
trial as conspirators in a coup attempt last 
September registered as candidates for the 
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general election on 27 July, it was reported | _ 


(12 June). 
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. By Bruce Roscoe in Tokyo 

Fhile acknowledging China's latest 
| protest over revisions of high- 
school history texts, the Japanese Gov- 
. ernment this time round appears deter- 
mined to concede as little as possible in 
the dispute. But Tokyo's official com- 
placency towards Peking's views on 
. what should be taught to Japanese high- 
- School students may reflect a misread- 
ing of the depth of Peking's anger. 

. Such a miscalculation of Chinese 
attitudes was evident in the decision 
cby Japanese Prime Minister Yasuhiro 
Nakasone last year to institute official 
and regular visits by cabinet ministers to 
the Yasukuni Shrine where the war 
. dead are honoured, which Peking view- 
ed as an unforgivable attempt to 
 glorify Japan's recent military history. 
^China's protests last year forced 
. Nakasone to suspend official ministerial 
> visits to the shrine. 
. . The current textbook dispute, again 
. centring on accounts of Japanese mili- 
< tary actions in China before and during 
. World War II, has not yet been elevated 
. to such a political level. But some Ja- 
. panese political analysts hear a time- 
- bomb ticking. The fuse could burn out 
 andignite Peking's powder some time in 
July, when the Nakasone cabinet is ex- 
. pected to announce a final decision on 
whether the textbook in question — Ja- 
panese History New Edition — should 
be further revised. 


ACC Chinese and South Korean 
reactions in the revived controversy 
: over revisionism in Japanese textbooks 
have so far been milder than in 1982, 


month when Tokyo finalises its attitude 
-towards the disputed history textbook. 

The Chinese Foreign Ministry de- 
livered “stern representation" to the Ja- 
 panese Embassy in Peking on 7 June re- 
garding the draft, which it said contains 
.serious historical distortions, including | 


massacre. 
Peking further noted that Japan had 
agreed in 1982 to respect the spirit of the 
. 1972 Sino-Japanese joint communique, 
announcing the normalisation of rela- 
tions, in examining and approving edu- 


there could be further acrimony next | 


ntentional obscuring of the Nanjing | 





| 
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Nakasone is now on his stumping 
tour for the July elections, and while re- 
cently in Sapporo delivered a fiery 
speech on the need to inject more moral 
teaching into Japanese education. In 
this politically charged atmosphere, the 


Education Ministry seems to be gambl-. 


ing that it can hold its ground on history 
text revisions that improve on the nega- 
tive wartime image of the Japanese. Its 
position is also bolstered by the Tokyo 
High Court's ruling in the 20-year-old 
Saburo Ienaga textbook case in March 
that the state has the right to determine 
textbook content and that screening 
does not constitute censorship 
(REVIEW, 10 Apr.). 

The Education Ministry has not 
changed its stance since 1982, when sev- 
eral high-school textbooks were at 
issue. Only one textbook is now con- 
tested, though last year. the ministry 
screened about 270 high-school texts, 
recommending partial changes in 150 of 
them, and cover-to-cover revisions in 
the remaining 120. One Foreign Minis- 
try official remarked to the REVIEW that 
China, in selecting only one book for 
criticism, was merely reacting to the 
daily newspaper Asahi Shimbun's arti- 
cle of 28 May taking up some of the revi- 
sions of the draft textbook. 

After receiving . China's protest 
against the authorisation of this book, 
the Japanese Foreign Ministry adopted 


Watchdog neighbours 
j Peking and Seoul adopt a wait-and-see stance 


By Robert Delfs in Peking and Paul Ensor in Seoul 


cational materials. In the communique, 
Japan had said that it would “deeply re- 
flect" on the damages and losses the 
Chinese people incurred in the war. 
The 1982 pledge ended an earlier 
textbook controversy which arose after 
the Japanese Ministry of Education 
toned down accounts of the war in 


textbooks, terming Japan's invasion of. 


China an *advance." 

On receiving the Chinese protest 
note, Japanese Embassy spokesmen in 
Peking have stressed that the book has 
not yet received final approval for use 
in Japanese schools. The: Chinese 
acknowledged this explanation and ex- 
pressed the hope that swift and effective 
measures would be taken to correct the 
errors in the text. There have been no 


The high-school textbook controversy is reviv e 
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the position that the book's authorisa- 
tion was tentative, and that China's 
views would be taken into account be- 
fore the book was nelly, approved in 
mid-July. © 

Even Education Minister Toshiki 
Kaifu reiterated this stand on 10 June 
after the Nakasone cabinet deliberated 
on the matter, but the view of Education 
Ministry officials is that for all intents 
and purposes the book has been passed. 
Some government officials believe that 
China’s protest constitutes interference 
in Japan’s internal affairs and a Foreign 
Ministry official privately remarked 
that he expected the textbook problem 
with China to continue for five to 10 
years, suggesting that Japan is about to 
stick to its guns on the textbook row. 


apanese History New Edition is the 

work of the National Council to 
Protect Japan (NCPJ), a five-year-old 
group of avowedly nationalist intellec- 
tuals who claim to have produced Japan’s 
first accurate high-school history book: | 
The council has won some credibility 
through its choice of leader, Toshi- 
kazu Kaze, a former ambassador to 
the United Nations. Jiro Murao, a. 
former Education Ministry textbook 
inspector, is also a member. Among the 
NCPJ’s stated goals are ‘revisions of 
the war-renouncing post-war constitu- - 
tion, and the teaching of Japanese trad- 


demonstrations reported, and aside 
from a short report of the Foreign 
Ministry note on 10 June, the matter has. 
not been raised in the Chinese press. 
Embroiled with infernal political 
troubles and with a few other outstand- 
ing arguments with Tokyo, the. South 
Korean Government, meanwhile, has 
so far taken a low-key position. One 
major risk for the authorities if they 
make an issue of the textbook problem 
is that once anti-Japanese feelings 
are stirred, they tend to rflow an 
turn anti-government as 
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'itions through reference to mythology. 

But rather than prettify atrocities 
committed by the Japanese military in 
China, as earlier textbooks have tended 
to do, this book in part at least tries to be 
honest — apparently one reason the 
Education Ministry's textbook authori- 
sation division had to order the council 
to make as many as 800 revisions to the 
book as condition for its approval. 
These changes have now been made and 
if finally approved the book can be used 
in high schools from the school year 
beginning April 1987. 

Many of the 800 revisions were made 
for consistency, following a few earlier 
revisions in each section. But many of 
these revisions are not concerned as 
much with fact as nuance and tone. 
Some sections are rewritten almost in a 
sarcastic way, as if the writers want to 
show they are deliberately bowing to 
the ministry's wishes. Yet many of the 
ministry's comments about the book ap- 
pear valid, and the revised passages 
consequently reflect a more balanced 
interpretation of events. 

The council, though not happy, is 
not withdrawing its book, and claims 
that about 7576 of the original content is 
still intact. 

Itis not clear where the objections to 
the textbook originally came from and 
who in the Education Ministry is order- 
ing the revisions. There are three steps 
in textbook inspection. Proofs of the 
books are supposedly sent to around 
800 scholars, teachers and professors, 
whose names are kept secret and who 
are asked to produce two papers, one an 
-appraisal and the other an opinion. 
The proof is then reviewed by around 
40 Education Ministry officials, and 
further referred to a ministry-appoint- 
ed private-sector screening committee, 
whose social studies section, which 


has not devoted the attention it gave to 
the controversy in 1982, and civil rights 
and student groups, which are primarily 
concerned with domestic problems, 
have not yet picked up on the issue. 

“I think this time it will fade away,” 
commented a senior local journalist 
who was stationed in Japan during the 
1982 controversy. He points to the 
many changes in bilateral relations 
which have taken place since then. 
Nakasone's historic surprise visit to 
Seoul in 1983 — the first by a Japanese 
prime minister — and Chun’s visit to 
Tokyo the following year have 
deepened the sense that relations have 
reached a more even footing. South Ko- 
reans remain almost reflexively anti-Ja- 
panese, but Japan is no longer quite the 
open wound it used to be. 

Outstanding disputes between the 
two countries — the consistent trade im- 
balance in Japan's favour, and Japan's 
treatment of its Korean residents — are 
of a perennial, rather than immediate 
nature, though the latter could become 


pointed directly by 





Nakasone leaves Yasukuni Shrine. 


includes history, has 20 members. 

The leader of this committee is ap- 
the education 
minister, enabling the ruling Liberal 
Democratic Party to exercise control 
over committee proceedings. 

Although most committee mem- 
bers are professors, two former mem- 
bers belonged to the Japanese military's 
notorious 731 germ-warfare regiment, 
which conducted vivisections and 
biological experiments on live Chinese 
and other prisoners at Harbin in Man- 
churia. 

According to sources close to this 
screening committee, there has been 
rigorous disagreement on the new his- 
tory book, with the 800 revisions repre- 
senting a compromise between mem- 
bers who wanted the book scrapped and 
those who want it published. 
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*hot" in connection with the issue of 
Japan's fingerprinting of Korean resi- 
dents. The trade problem is hardly a hot 
issue at present, as South Korean ex- 
porters have suddenly found their com- 
petitiveness enhanced with the rise of 
the yen. 

Seoul's official protests to Tokyo 
over the textbook issue in 1982 came 
only after those from Peking and a bar- 
rage of attacks on Japan in the South 
Korean press. It is still possible that the 
government may find itself nudged 
again from overseas and within to take a 
orn einige position. Oo 
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How the texts 


were revised 


he NCPJ's draft of the high- 

school history textbook was 
submitted to the Education Minis- 
try and revised for approval. Final 
approval is expected in July. Below 
are some examples of revision. 

» Onthe 1937 Nanjing massacre of 
Chinese civilians: 

Original — “The Nanjing as- 
sault intensified the war with 
China. China believes that the Ja- 
panese military massacred many 
Chinese civilians, but in Japan, 
academic agreement has not been 
reached on the truth of this 
incident." 

Revised — “The Nanjing 
assault intensified the war 
with China. China strongly 
desires that Japan reflect on 
this incident in which there 
were many Chinese military 
and civilian casualties. Ja- 
pan learned of this incident 
for the first time after the 
war ended, and a discussion 
based on historical materials 
and the testimony and writ- 
ings of people concerned is 
continuing in order to estab- _ 
lish the truth.” 

» On the name of the last 
war: 

Original — “Japan call- 
ed this war the Greater East 
Asia War to liberate East 
Asia but the US called it the 
Pacific War.” 

Revised — “Japan call- 
ed this war the Greater East 
Asia War (the so-called 
Pacific War), the goal of 
which was to liberate Asia 
from the control of the great 
American and European 
powers, and, under Japan’s 
guidance, to build the 
Greater East Asia Co-Pros- 
perity Sphere." ' 

» Onthe effects of the war: 

AP Original — “Through 

this war the control of 
Europe, which had long dominated 
Asia, quickly collapsed. Asian peo- 
ples through various means became 
independent and a new era in his- 
tory began." 

Revised — “Through this war 
the control of Europe, which had 
long dominated Asia, quickly col- 
lapsed. Asian peoples had also suf- 
fered through the serious military 
actions of the occupying Japanese 
forces, but they achieved their in- 
dependence while undergoing vari- 
ous transitions." 
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MALAYSIA 


Salt in the 
wound 


The Gerakan party takes issue 
with statements by Ghafar 


By Suhaini Aznam in Kuala Lumpur 


: njured feelings were exacerbated at 
the Gerakan party's 15th annual con- 
vention on 14-15 June, when Malaysian 
Deputy Prime Minister Ghafar Baba, in 
his opening address, attributed Gera- 
kan's growth and present strength to the 
ruling National Front's own popularity. 


An immediate reaction swept 
through the Gerakan ranks. “We 
helped the National Front gain 


strength,” one offended delegate at the 
back of the convention hall asserted, 
“he’s turned the whole thing upside 
down.” 

The Gerakan, a multi-racial but pre- 
dominantly Chinese party of 150,000 
members, ranks fourth in size among 
the front’s member parties. Several 
weeks ago, it unexpectedly began voic- 
ing disaffection with its treatment at the 
hands of the coalition, a move which 
culminated in threats of quitting the 


Ghafar: target of criticism. 





front. Those rumblings, however, came 
to nought when Gerakan president 
Datuk Lim Keng Yaik emerged from a 
National Front supreme council meet- 
ing on 5 June making conciliatory noises 
(REVIEW, 19 June). 

Yet at state and divisional levels, 
matters are apparently far from settled. 
The allocation within the front of par- 
liamentary seats in the next general 
election is still a sore point with Gera- 
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kan dier Despite the polite 
applause to Ghafar’s assurances that the 
Gerakan would not be allocated fewer 
seats this time, and “might even be allo- 
cated more,” several delegates noted 
that this did not amount to a net gain. 

With a recent constituency re-delinea- 
tion exercise, the Gerakan is assured 
of getting a few more seats in Chinese- 
dominated areas, an observer noted. 

The Gerakan has long nursed a griev- 
ance that the coalition treats it as a 
junior partner. Prime Minister Datuk 
Seri Mahathir Mohamad left on vaca- 
tion abroad just before the Gerakan 
convention — a move which, for the 
Gerakan, underscored the grievance — 
and Ghafar was sent to deputise for 
him. Although Ghafar’s predecessor, 
Datuk Musa Hitam, had opened the 
Gerakan’s annual conventions for the 
past two years, this time the Gerakan 
had hoped the recent public airing of its 
unhappiness with the front would 
prompt Mahathir to turn up and soothe 
its members’ sensitivities. 


Meee — leader of the largest 
coalition party, the United Malays 
National Organisation (Umno) — of- 
ficiated at the last Malaysian Chinese 
Association (MCA) and Malaysian In- 
dian Congress (MIC) conventions, and 
some Gerakan delegates saw his ab- 
sence at the Gerakan ‘conclave as 
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| e'Red Farm’ & ‘Why Worry’ 
If not sold together, the (754.86 hectares) 
properties will then be — | e'Big Toulon’ & ‘Little Toulon’ 


. complete with all 
improvements will be 
offered as one complete 
lot at 11a.m. Wednesday 
23/7/86. The auction will 
be held at the Parkroyal 

.Motel, Alice Street, 
Brisbane, Old. Australia. 
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coalition — the front's predecessor. 

vice-president, was logical, if perhaps 
unfortunate. Several Gerakan members 
have privately labelled him as one of the 
old school, *Alliance-thinking" leaders 
who, they allege, still shows preference 
for the original triumvirate. The erosion 
of the Gerakan's seat allocations in the 


1982 elections was also laid at Ghafar’s | 


door, in his capacity as National Front 
secretary-general. 

Ghafar himself pointed out that 
there would never be enough seats to 
please everyone, and the non-Malay 
parties especially appeared to suffer be- 
cause there were four contenders in the 
peninsula alone, whereas only Umno 
represented the Malays exclusively. 

But in the context of Malaysia's poli- 
tical culture, Mahathir's absence could 
also have been a light reprimand to the 
Gerakan for having made its grouses 
publicly known in the first place and 


then for having threatened to quit ata 
time when the National Front had just, |: 
with difficulty, resolved long-drawn-out . 


political.crises in Sabah and the MCA. 
The National Front has been looking for 
a lull in which to hold a general election; 
and the Gerakan's move had threatened 
to upset those plans. 


at Ghafar, the Gerakan leaders them- 
selves got off lightly. The convention re- 
solved to leave negotiations for seat al- 


location to the party central committee, - 
allowed. it to appoint three more non- 


elected party vice-presidents — appa- 
rently in an attempt to improve its 
multi-racial image by bringing in more 


Malays and Indians to the upper levels | 
of leadership — and most vitally, en- 
trusted the. central committee with the- 


decision on whether to quit the front. . 


A little pre-convention strategy had 


helped. As delegates arrived in Kuala 
Lumpur in the run-up to the conven- 
tion, several closed-door state caucuses 
had been held at which national leaders 
explained the background of the 
averted crisis to delegates. Thus the 
convention: proper was “unexpectedly 
smooth and calm,” a highly placed in- 
sider conceded, with morale high and 
delegates taking a sober look at its role 
in the National Front. 

Even ‘before the latest ruckus, the 
Gerakan had been championing causes 
at variance.with the rest of its coalition 
partners — its support of the one-time 
opposition, now ruling, Parti Bersatu 
Sabah being the most obvious. In trying 
to be the "conscience of the National 
Front," the Gerakan has ruffled a few 
feathers. But a pull-out would have hurt 
the Gerakan as much as the front, one 
leader said. The price would have been 
too high if the front lost decisive non- 


Malay votes to the opposition g 
i 8 


Islam, for instance. | 
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= The choice of Ghafar, who is Umno 
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SINGAPORE 


By Nigel Holloway in Singaporë | 


: A press statement by the Law Society 


of Singapore criticising an impor- 


: |. ", tant piece of proposed legislation, in it- 
With delegates aiming their criticism . 


self an unprecedented move, has 


sparked an extraordinary debate about 


the freedom. of professional organisa- 
tions to take issue with the govern- 
ment. | | | 

This development has, by implica- 
tion, broadened into a public discussion 
on political pluralism in. Singapore. 
Ministers have fiercely attacked the 
Law Society; which they say is exceed- 


ing its terms of reference and, in the 
"strongest criticism, First Deputy Prime 


Minister Goh Chok Tong said. on 13 
June that certain individuals were man- 
ipulating the Law Society for their own 
political ends. 

In a letter to The Straits Times, the 
Chinese-language daily Lianhe 
Zaobao and the Singapore Broadcast- 
ing Corp., Goh said the society had 
*gone political," and he quoted from 
the editorial of a recent issue of its jour- 
nal that the Law Society would "seek 
to influence the shape of the nation's 
constitutional and political develop- 
ment." 

Goh added that supporters of a 
politicised Law Society had openly 
stated in letters to the press that "they 
want it to act as a ‘pressure’ group on the 
government.” In the 1950s, he said, 
communists had infiltrated non-politi- 
cal organisations, which were used to 
put pressure on government “by way of 
riots, burning of buses and throwing of 
acid into faces of uncooperative 
teachers." He added:..“The political 
lawyers who have taken over the Law 
Society . . . are out to-use the 1,200 





The right to question 


‘Goh joins continuing debate on Law Society's role 
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members of the society as shock absorb 
ers in its political confrontation wit 
government." 

Goh called on members of the Law 
Society's 19-member council, its rulin 
body, to declare whether they sup 
ported its press statement of 21 Ma 
(REVIEW, 5 June) signed by the presi 
dent, Francis Seow, which had criticises 
the proposed amendments to the Ne 
paper and Printing Presses Act. The 
amendments, tabled on 5 May, woul 
empower the minister of communica 
tions and information to curb sales 
foreign publications deemed to "engag 


ment said that the phrase "engage in 
was not defined and that the ministe 
had the sole discretion to decide whe 
er a publication had interfered wit 
Singapore's affairs. It also said th 
amendments were unnecessary, sinc 
the government already had laws t 
control the import of such peri 
icals. : 

Since the statement appeared, th 
government has not responded to th 
society's specific points. It had earlik 
made clear that it regarded the propo: 
ed press legislation as a refinement « 
blunter measures already in place, such 
as the power to ban offending mat 
published abroad. But three ministe 
and at least one MP of the ruling Pe 
ple's Action Party (PAP) have focu 
on the wider issue of whether the L 
Society has the right to criticise matte 
such as official policies that the gove 
ment regards as outside the scope of 
professional age 

On 31 May, Wong Kan Seng, m 
ter of state for communications and | 
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formation, said public policy was “not 
the playground of those who have no re- 


sponsibility to the people . . . Does the 


Law Society seriously think it is better 
qualified than the government to decide 
on matters of public interest?" A week 
later, PAP stalwart S. Rajaratnam, 
senior minister in the Prime Minister's 
Office, added his voice in a letter to the 
local press. 

The Legal Profession Act, which 
gives statutory force to the Law Society, 
states that its role is “to assist the gov- 


ernment and the courts in all matters af-. 
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fecting legislation.” But Rajaratnam 
said that “on the press amendment the 
society was more intent on obstructing 
than aiding government.” Then, on 13 
June, Goh raised the temperature in his 
letter, arguing that the Law Society was 
“on [a] collision course with the govern- 
ment.” 

Seow, a former solicitor-general, 
had earlier written to The Straits Times 
to say that neither the Law Society 
council nor himself had any intention of 
acting as an unregistered political party 
and that the statement criticising the 
press amendments arose from recom- 


mendations made by a sub-committee 


formed under the authority of the coun- 
cil. Its suggestions were debated and 
amended before being adopted at a 
meeting of the council, he added. 

In a subsequent missive from 
Rajaratnam on 16 June, the minister 
called on the Law Society to conduct a 
ballot of its members to find out wheth- 
er they wanted their organisation to 
“pressure government on non-profes- 
sional matters.” He also asked the presi- 
dents of the Marketing Institute of 
Singapore and of the Private Medical 
Practitioners of Singapore — both of 
which were reported in the press to be in 
favour, when the need arose, of com- 
menting on national issues, not just on 
narrow professional subjects — to do 
the same. Ten other professional bodies 
were reported to have supported the 
government's stand. 


Gv told the REVIEW that his or- 
ganisation did not want to respond 
to Rajaratnam's suggestion of a ballot, 
because it preferred to let things cool 
down. He said that some of his members 
had twice wanted to call an extraordin- 
ary general meeting in an attempt to 


demonstrate the degree of support en- 


joyed by him as president. But he had 
persuaded them to abandon the idea, on 
the grounds that it might bring about a 
confrontation with the government, 
something which the council was an- 
xious to avoid. He believes that he and 
the council had acted within their pow- 
ers under the Legal Profession Act. The 
act states, for example, that “secrecy 
shall be maintained in all proceed- 
ings conducted by the council" and its 
staff, except when the council gives ef- 
fect to any of its resolutions or deci- 
sions. 


16 


Seow: overstepping the mark? 
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Councillors are elected to serve for a 
two-year term according to a compul- 
sory, three-tier system of voting which, 
according to the act's 1979 amend- 
ments, gives greater representation on 
the council to more experienced law- 


yers. There are 19 members, three of 


whom are nominated by the law minis- 
ter. The council itself elects the presi- 
dent and vice-president by a secret bal- 
lot. Legal observers say there was great- 
er than usual interest in last October's 
voting for council seats, because Seow 


was standing for election. They sug- 


gest that Seow has a reputation for 
high professional integrity and was 
known to want the society to play a 
more active role than in its more cau- 
tious past. 

In a speech in January at the opening 
of the legal year, Seow quoted his pre- 
decessor who had commented on “the 
restless mood of the Bar." The Law So- 
ciety's own journal in its March 1986 
edition took members to task for the 





“parochial self-interest within sections 
of the profession,” citing as an example 
a 1979 decision by the society to reject a 
central meeting point for all branches of 
the profession, as existed in Britain. 

The criticism was contained in an 
editorial, which was later attacked by 
the government. The editorial said: 
“We are of the view that the profession 
must put its own house in order, as well 
as reinforce the foundations that have 
been laid. It is then that the profession 
will be better able to serve the nation in 
the various ways open to it whether by 
way of legal aid, charitable efforts, law 
reform and revision, as well as to seek to 
influence the shape of the nation’s con- 
stitutional and political development.” 
The editorial committee is chaired by 
Philip Pillai, former vice-dean of the law 
faculty of the National University of 
Singapore (NUS); who is now in private 
legal practice., 


STRAITS TIMES, SINGAPORE 
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Seow believes the key point at issue 
is Section 61 (1) (d) of the Legal Profes- 
sion Act, which is actually a more 
widely drafted version of a clause con- 


tained in a legal ordinance dating from 
colonial times. The existing clause em- 


powers the council *to examine and, if it 


thinks fit, to report upon current or 
proposed legislation and any other legal 
matters." In Seow's view, such a widely 


drafted clause *could be used as an in- 


strument for good or bad. All the more 
reason to be responsible and careful in 
the exercise of the powers" granted 
by the government. The Law Society 
president thinks that no other profes- 
sional body has such widely drafted 


powers. 


T appeared to be Goh's primarv 
concern in his statement to the 


press. He said: “If the president of the 


Law Society is right, then the Law So- 
ciety, or he through it, can publicly agi- 
tate and oppose our defence and secu- 
rity measures since, after all, 
there are laws like the Enlist- 
ment Act, the SAF [Singapore 
Armed Forces] Act . . . In 
other words, without becom- 
ing a political party, it can 
quietly slip into the political 
arena on the technical pretext 
that it is commenting on the 
law." 

The debate on the matter, 
conducted largely in the letters 
page of The Straits Times, has 
not been confined to the role of 
the Law Society. In his first 
contribution, Rajaratnam re- 
turned to a pet theme of his, 
"the reluctance of capable men, 
whether professionals or non- 
professionals, to take an active 
interest" in politics. He suggest- 
ed that if such people find 
existing political parties uncon- 
genial, they should form politi- 
cal clubs (such as the Society of 
Labour Lawyers, as occurred 
in Britain) from which political parties 
could draw men of talent and integrity. 

Chan Heng Chee, associate profes- 
sor of political science at NUS, also in a 
letter to the press, widened the discus- 
sion even further, arguing that “to seek 
to put unreasonable constraints on de- 
bate in these circumstances is inefficient 
and unproductive in our search for bet- 
ter government." She said that the need 
for such tight controls was no longer 
present. “Today, after nearly three dec- 
ades of PAP rule," she added, “a sense 
of political community is emerging; the 
communists are no longer a threat, and 
race, language and religion are issues 
under control." Singaporeans were also 
better educated. “When Singaporeans 
make public comment on public policy 
it is not because they seek a playground 
to amuse themselves but because they 
seek to preserve and protect their home 
and their political legacy.” Oo 
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Snow leopards in the Himalayas. 
Tigers in the wilds of India. Mountain 
gorillas and lions in Africa. Jaguars in 
the swamps of Brazil. 

George Schaller, pictured here 
with a snow leopard, has spent years in 
remote and rugged places studying the 
natural history of rare animals — and 
fighting for their survival. 

He sees these animals as symbols 
of the habitats in which they live. 
Preserve their habitats and thousands 
of other plants and animals will be 
assured of a home. 

As the director of Wildlife Con- 
servation International, a division of 
the New York 6 
Zoological 
Society, e 
Schaller and Å 
the staff have 
helped establish more than 50 wildlife 
reserves around the world. 

George Schaller points out that 
the destruction of environments 1s now 
so drastic that, in the 
decades ahead, the 
nature of life on earth 
will be irrevocably 
changed. 

For Schaller, 
saving fragments of 
nature 1s a matter 
ofgreaturgency. / 

Recently A 
he faced one of his greatest 
challenges. With Chinese 
scientists, he collaborated in a 
project to save the 1,000 giant 
pandas still alive in the wild. 
Currently he is working on the 
Tibetan plateau in order to 





ONE OF THE 1,000 
REMAINING GIANT PANDAS. 


Future generations must 
4 e * » 
heritors, not just survivors. 
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GEORGE SCHALLER 


help preserve the wildlife of those re- 
mote uplands. 

Since his work 
takes him to some of | Panda Distribution 
the most forbidding ~ Z 
places on earth, Ir 
choosing the right 
equipment is crucial 
. tosuccess. 
~ It is not surprising that 
Schaller wears a Rolex. 

“My watch has got to be 
absolutely reliable, as animal 
observations are recorded 
under the most demanding 
conditions. My Rolex has 
never let me down: 

Inhospitable conditions 
seem to pose no prob- 


lem for George Schaller. 







CHINA: SITE OF PANDA RESCUE 
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THE ROLEX DATEJUST CHRONOMETER IN STEEL AND I8CT. GOLD. ALSO AVAILABLE IN I8CT. GOLD OR IN STEEL WITH I8CT. WHITE GOLD BEZEL. 


Here are a couple of features you might not e 


xpect to find 
on the biggest and most technically advanced aircraft of its kind in 
the world, the Big Top 747. 


(Of which j incidentally, we now have the world’s largest fleet.) 
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À great way to fly 


SINGAPORE AIRLINES 








A BANK THAT SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin. 
A shoreline over 50,000 miles in length. 
Encompassing both the massive economic strength of 
Japan and the USA, and many of the world's fastest- 
developing markets. 
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Today it’s the arena for over half the world’s trade. 

And today as for many years, it’s home ground for 
Standard Chartered Bank. 

Standard Chartered opened for business in Hong Kong 
in 1859— and over the following years, built a presence in 
the Far East which remains unrivalled today. 

Union Bank, the leading business bank in California and 
a part of the Standard Chartered group, offers the services 
of a long-established network in North America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service on 
receiving government approval. 

The result is not only a geographical spread - some 
170 branches in the Pacific basin - which is the envy of many 
banks now scrambling for a foothold in the region. 

It is also a depth of experience ofthe greatest potential 
value to international business. 

From acceptance credit to zero-cost options, Standard 
Chartered has the services, the people and the information 
technology to help you do better business throughout the 
Pacific region. 

Yet all this is only one example ofthe way that Standard 
Chartered, with over 2,000 branches in 60 countries, is a 
bank which is single-mindedly committed to the use of its 
resources to meet its customers' needs better. 

To find out more, contact your nearest branch. 


Standard £z Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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The tribal turmoil 


Bangladeshi Buddhist refugees flee to India 


By Mohan Ram in New Delhi 


he ethnic turmoil in the Bangladeshi 

district of Chittagong Hill Tracts 
(CHT) often spills over into India’s 
Tripura and Mizoram states in the form 
of refugees. The latest wave of more 
than 10,000 tribes-people — mainly 
from the Buddhist Chakma tribe — 
began on 30 April. 

Unlike in the past, India’s Border 
Security Force (BSF) had strict instruc- 
tions not to let them in and so the ref- 
ugees had to seek unguarded parts of 
the border from where they could enter 
Tripura. Thousands more are known to 
be waiting in makeshift camps nearby. 

Since the 1970s, Dhaka’s forces have 
been faced with an armed movement in 
the once-predominantly tribal CHT. 
When Shanti Bahini guerillas, the 
armed wing of the tribal movement, in- 
tensify their activities, security forces 
carry out reprisal raids against civilians 
who seek refuge in neighbouring India. 
Tens of thousands of Buddhist Chakma 
tribesmen fled in three separate waves 
during 1979-81. 

Guerilla activity had decreased in re- 
cent years because of factional differ- 
ences in the movement. But a re- 
organised Shanti Bahini force carried 
out its biggest coordinated attack on 29 
April as it simultaneously raided several 
Bangladeshi army camps and the out- 
posts of paramilitary Bangladesh Rifles, 
and followed it up with swoops on new 
settlements of immigrant Bengali Mus- 
lims. 

In turn, the Muslim settlers and gov- 
ernment forces carried out reprisals on 
tribal villages forcing the tribes-people 
to flee to India on 30 April. On 10 May, 
the guerillas claimed in a document re- 
leased in Agartala, the capital of Tri- 
pura, that 53 tribal villagers had died, 
five were injured and 90 were missing as 
a result of the reprisal raids. 

At the root of the problem, accord- 
ing to the guerilla spokesmen, is 
Dhaka's design to change the demo- 
graphic composition of the district by 
settling Muslim immigrants from other 
parts of the country. Sagatranjan 
Chakma, who was working for the 
Bangladesh Government until he fled to 


India last month, said it was a deliberate: 


official policy to “colonise” the tradi- 
tional home of the tribes-people, by dis- 
placing them from their ancestral land. 
“It is against this the Shanti Bahini has 
been fighting. And every time the 
Shanti Bahini attacks, the government, 


along with the Muslims, strikes back in ` 


large numbers. But the Shanti Bahini 
has to do this, otherwise, we will be out- 
numbered in our own land," he said. 
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Taking advantage of a rift in the 
Shanti Bahini during 1984-85, the 
Bangladesh Government stepped up 
the settlement process, it is alleged. 
After patching up their internal differ- 
ences, the guerillas initiated talks with 
the government in an effort to ensure 
that there would be no further settle- 
ments and that immigrants already there 
would be repatriated. 

The first talks took place in October 


De 





Chakma mother and child: threatened homeland. 

1985. According to the guerillas, the 
government admitted that it was a poli- 
tical problem calling for a political solu- 
tion, but the second meeting scheduled 
for December was cancelled unilater- 
ally by the government while settlement 
was stepped up under various guises and 
preparations for a military solution 
went apace. The tribes-people fear that 
Dhaka's policies could lead to their total 
extermination and the ultimate Islami- 
sation of the CHT. 


India has to treat the CHT refugees 
rather carefully as it is also saddled with 
a similar problem in Tripura. The state's 
tribal population has been reduced from 
7096 of the toal in 1947 to the present 
less than 3096 due to an influx from the 
plains, many of them Bengalis. Tripura 
tribesmen are also fighting for their 
share of land in the state, which has re- 
sulted in yet another insurgency. 

India's immediate concern is to send 
the refugees back. Bangladesh is willing 
but the refugees are reluctant because 
some of those who went back after the 
1981 influx found themselves fleeing 
again last month. 


» S. Kamaluddin writes from Dhaka: 
The upsurge in armed clashes in the 
CHT has come in the wake of India 
strengthening its paramilitary 
forces along the borders with 
Bangladesh and Dhaka's ex- 
tension of an amnesty to the 
Chakma rebels. The current 
amnesty, extended until 25 
June, is the third since October 
1983, and offered land and 
cash grants to the surrendering 
rebels. 

The first amnesty granted 
by President H. M. Ershad, 
lasted until April 1984 and a 
second one was offered in 
April last year. Government 
sources told the REVIEW that 
during 1984-85 more than 
2,500 insurgents had surren- 
dered with their weapons and 
most of them had been re- 
habilitated. While the govern- 
ment reiterated its hope that 
the *misguided persons [insur- 
gents] would take the opportu- 
nity of the amnesty and return 
to normal life," tribal refugees 
are still sheltering in Tripura 
and Mizoram. 

At a recent meeting be- 
tween the area commanders of 
the Indian and Bangladeshi 
paramilitary border forces, 
Dhaka's representative re- 
peated his complaint that the 
insurgents were continuing to 
operate from Indian territory 
— returning to their Indian 
sanctuaries after carrying out 
raids in CHT. The Indian side 
refuted these claims as it has 
done in the past. 

On the other hand, India 
countered that the exodus of 
Bangladeshi nationals into Tripura 
and Mizoram had continued and 
asked Dhaka to take back the refugees. 
India maintained that the refugees 
numbered 6-10,000. Bangladesh, 
while disputing the figure, agreed 
to accept all its nationals who had 
documentary evidence of their citizen- 
ship. Unofficial estimates by Dhaka 
have it that 379 families compris- 
ing about 2,000 men, women and child- 
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Sources in Dhaka think Indian forces 
along the joint border are actively in- 
volved in preventing the return of rebels 
and tribal civilians alike who might want 
to take advantage of the amnesty — an 
allegation New Delhi continues to re- 
ject. The very increase in BSF person- 
nel has added to the tension in CHT and 
along the borders. 

The presence of paramilitary forces, 
essential as it may be to police the po- 
rous border between the two countries, 
merely exacerbates a long-standing 
problem of ethnic identity and econo- 
mic autonomy among the tribal popula- 
tion of the northeastern region of the 
Subcontinent. 


he British colonial rulers granted a 
# special status to the tribes-people of 
CHT. In 1963, Pakistan — of which 
| today's Bangladesh was then a part — 
amended its constitution revoking the 
special tribal status of CHT, causing dis- 
affection among the hill-tribes. After 
the birth of Bangladesh, the country's 
1972 constitution did not provide for the 
special tribal status. This led to tribal in- 
surgency, which gained further momen- 
tum in the turbulent mid-1970s in the 
wake of the assassination of Sheikh 
Mujibur Rahman, the founding leader 
of Bangladesh. 

The CHT, with an area of about 
5,100 sq. miles, has a population of 
750,000 of which some 600,000 are 
tribes-people. Among the hill-tribes, 
the largest number are Buddhist Chak- 
mas who comprise 70% of the tribals. In 
the CHT Bengali Muslims from the 
plains numbered about 50,000 in the 
1930s, but their ranks have swollen 
since the 1960s, their influx having 
grown considerably in the past decade 
Or SO. 

The hill-tribes want their special 
status to be restored and the CHT de- 
clared an exclusive area for them where 
Bengalis should not be allowed to settle. 
Bangladesh, with a total population 
reaching 100 million packed in about 
55,000 sq. miles, is desperately short of 
land and can hardly afford to reserve 
11% of its land area to the hill-tribes, 
who form a small fraction of the total 
population. 

However, realising the ethnic and 
putes nature of the demands by the 

ill-tribes, the Dhaka regime has tried 
intermittently to negotiate with the 
rebel group, just as New Delhi has 
done with its tribal population in the 
neighbouring region. In the initial 
stages, when armed clashes were limit- 
| ed largely to armed rebels and security 
| forces, the talks made some progress. 
. | But violence has been on the rise again 
| with hill-tribes attacking Bengali Mus- 
lim settlements who in turn have raided 
the Buddhist tribal villages. With the re- 
bels apparently bent on removing the 
new settlers from the CHT, negotiations 
have suffered a major setback. uu 
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The ‘Abe doctrine’ 


Japan’s foreign minister prepares a new initiative on Asean 


By Susumu Awanohara in Tokyo 


A the expanded Asean foreign minis- 
ters meeting to be held in Manila in 
late June, Japanese Foreign Minister 
Shintaro Abe — who hopes to replace 
Yasuhiro Nakasone as prime minister in 
October — will suggest how Japan in- 
tends to assist Asean countries in al- 
leviating their worst economic crisis 
since the regional organisation was set 
up in 1967. 

The “Abe doctrine” will contain 
Japan’s first implicit admission that it 
has neglected its Southeast Asian neigh- 
bours but is likely to fall far short of 
Asean expectations, which include 
negotiations on the repayment of 
Tokyo’s official yen credits after the re- 
cent sharp appreciation of the yen. 

It was in January that Abe floated his 


Abe: a new focus on Asean. 


Ajia jushi gaiko — diplomacy emphasis- 
ing, or focusing on, Asia. Direct transla- 
tion of this Japanese term is tricky and 
will apparently be avoided, since Abe 
must not hint at any special relationship 
that could be seen as clashing with 
Tokyo’s globalist stance. 

Abe hit on Asean in his search for a 
project to crown his tenure as foreign 
minister. Nakasone, Abe’s senior rival 
in the ruling Liberal Democratic Party, 
has occupied centre stage in diplomacy 
with the US (establishing the vaunted 
"Ron-Yasu" relationship), China and 
South Korea, and in the annual econo- 
mic summits, while Abe claims to have 
been “creative” in dealing with the Mid- 
dle East, Eastern Europe and Africa. In 
contrast, since the two toured Asean in 
early 1983, neither has gone beyond 
what is routine with Asean. 

Some in the Foreign Ministry have 
expressed scepticism over any new pro- 
nouncement by Abe on Asia or Asean. 


First, these officials say, major post- 
war, foreign-policy statements by Ja- 
panese prime ministers have repeatedly 
stressed the importance to Japan of 
Asia as well as the West. Secondly, they 
assert, Japan has already done all it can 
vis-à-vis Asean in reducing tariffs and 
providing aid, and cannot promise 
more. Finally, some believe that East- 
West relations are now the main theatre 
of diplomacy and that Japan's emphasis 
should be in this area. 

But there are also many influential 
Japanese, including some in the Foreign 
Ministry, who believe that Japan-Asean 
relations need great improvement in 
substance and feeling. Some of these 
even fear that relations are deteriorat- 
ing as generational change proceeds on 
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both sides and old personal links and 
shared values are lost. 

Shortly after Abe mooted his Asia 
diplomacy, the Foreign Ministry 
formed four study groups — on trade, 
investment, development strategy and 
politics/security — with outside experts, 
to review Japan-Asean relations. Some 
of the groups' findings and assessments 
will no doubt be reflected by Abe in 
Manila. These are likely to survive 
Abe's foreign ministership and will be 
given a boost if Abe becomes prime 
minister. 

Consensus reached by the groups in- 
cludes the view that while Japan must 
try to accelerate imports of manufac- 
tured products from Asean countries 
to help them attain sustained econo- 
mic growth, this cannot be achieved. 


RES OS TIS UGG E. Gema —38 00000 
How much is enough?: page 25 
Panne qua ee SE AU GU Cerea Ll 


- 


26 JUNE 1986 e FAR EASTERN ECONOMIC REVIEW — 














eeping your money invested in British 
ng societies used to be a taxing affair. But 
this has changed for the better. 

. Now all interest earned by investors ‘not 
inarily resident in the U.K. for tax purposes 
can be paid gross instead of net. Which in sim- 
ple terms means we pay you more interest. 

Its an ideal opportunity to invest your 
money safely back in Britain with highly com- 
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|b: Halifax Building Society, (Ref, MJP), Trinity Road, Halifax HX1 2BR, U.K.. : 
Iam interested in investing with the Halifax while I am abroad. Please send me your Actionpack with. i 





er details. (Please tick appropriate box.) _ 


b) High interest investment accounts 
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petitive returns. And who better to look 
your financial interests than the Halifax. — — 
Whether youre living from your savings 
or investing for a better future, the Halifax car 
give you all the financial security you need. Plu 
a range of services that you could only expe 
from the worlds NO.1 building society. 
So fill in the coupon now and enjoy the? 
benefits of putting your money back in Brit 








hardware and software 
compatibility from micros to 
superminis. 


In Service, Honeywell sets | 
high standard. For speed. For 
efficiency. And for helping 
customers realise the fu 
potential of their computer 
systems. 


. In Commitment, Honeywell 
can hold its head up with 
pride. In 104 countries, with 
94,000 employees and over 


US$6.6 billion turnover you can 


you in high standing. 


Together, we can find the answers. 
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-rapidly. In the longer term, a m al- 
anced Japan-Asean trade pattern will 
-depend greatly on Japanese private in- 
vestment in Asean to support it, it is felt. 
The groups suggest that Japan must 
make more explicit, to others as well as 
‘to Japanese, its political and security 
interests in Asia and in view of these 
Tokyo, instead of blaming all on “mar- 
ket forces," will have to play a more ac- 
tive role in inducing investment flows to 
Asean and minimising the negative 
domestic effects of moving industries 
out of Japan. Although perhaps un- 
dramatic, these suggestions contain 
significant shifts in policy thinking and, 
if they are generally accepted in Japan 
— facilitated by the country's continued 
trade surplus and rise of the yen — they 

could benefit Asean in the long run. 
Although they have complained of 
Japan's past "refusal to reciprocate in 
feeling," as one senior Asean diplomat 
put it, Asean observers are nevertheless 
taking  Abe's yet-to-be-formulated 
Asean initiative with a grain of salt. 
They asked whether it will be Abe's own 
vehicle, or Japan's, and what will hap- 
pen to his commitments if he is neither 

foreign minister nor prime minister. 
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S questions seemed justified given 
Ww signs of competition between Abe 
and Nakasone who, for example, had 
prepared a statement on “Pan-Pacific 
Cooperation" for the May Tokyo sum- 
mit, but could not find the right oppor- 
tunity to announce it. Preoccupied with 
international terrorism and the Cher- 
nobyl nuclear accident in the Soviet 
Union, Nakasone also failed to raise is- 
sues of concern to Asean at the summit. 

In Manila, Asean will resubmit the 
comprehensive memorandum it had 
presented via Nakasone to the Tokyo 
summit — many of whose participants 
will be attending the expanded Asean 
meeting — calling for a “tangible and 
positive contribution towards sustaining 
economic recovery and growth of de- 
veloping countries." As in the Tokyo 
input, Asean will ask Japan specifically 
to find ways to redirect Japanese private 
investment to the region, away from the 
US and Western Europe which have re- 
cently attracted a growing share of Ja- 
panese capital — largely by strengthen- 
ing protectionist measures. 

In addition, of most immediate con- 
cern to Asean countries is the effect of 
the yen's appreciation on yen credit re- 
payments, which have been inflated in 
terms of the value of the local currencies 
concerned. Some member governments 
have already made representations 
about it, probing the possibility of re- 
financing or rescheduling. However, 
given the global nature of these official 
yen credits, Tokyo will be loathe to give 
concessions to Asean. Japanese officials 
are already preparing "rebuttals," argu- 
ing that in repaying these credits in the 
past, Asian countries have gained from 
reverse currency movements. Oo 
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Miti denies there is a Japanese 'overpresence' in Southeast Asia 


I: there a Japanese “overpresence” 
again in Southeast Asia? Not for the 
time being, says the Japanese Ministry 
of International Trade and Industry 
(Miti). But even an optimistic survey on 
the subject, conducted for Miti, 
suggests that Tokyo should not take 
Asean for granted. 

-= Miti commissioned the survey, 
which centred on the prominence and 
local reception of Japanese advertising 
in Asean and other markets, shortly 
after its chief, Keijiro Murata, had met 
business leaders late last December to 
discuss prevention of economic friction 
caused by excessive exposure of Japan- 
ese goods and investments. 

The meeting resulted from incidents 
in China last year, which included anti- 
Japanese demonstrations by students 
complaining of, among other things, 
*the second Japanese invasion," and 


Murata: limiting exposure. 


last November's ruling by the Chinese 
‘Government requiring the removal of 
Japanese billboards in certain parts of 
Peking. The incidents — followed 
Nakasone's August 1985 visit to the 
Yasukuni Shrine, where Japanese war 
dead are honoured. 

The favourable survey results con- 
cerning Asean were not surprising. The 
Japanese presence in China today in 
many ways resembles that in Asean a 
decade ago, when feelings there also ran 
high against the “invading Japanese.” 
Today, Asean is complaining that the 
Japanese are neglecting the region, 
shifting investments from the region to 
developed host countries. 

The survey's report from Thailand, 
where Japanese oOverpresence was 
clearly a popular complaint in 1972-74, 
is particularly sanguine. Although stu- 
dents launched a short-lived campaign 
to boycott Japanese goods in 1984-85, 
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Philippines that Japanese investors had — 


tain enough hard currency to keep up | - 


Embasssy in Manila in 1984, where Ja- i 


“laughable.” The editorial, reproduced |- 


ernment is serious about correcting - 





has not been an issue since the anti-Ja- | 


‘haviour, on golf courses and in sing- | 














this was in protest more against the con- | - 
tinuing trade imbalance in Japan's | 
favour than against excessive exposure, 
the report says. [p 

Similarly, it was reported from the : 









been cutting all costs, including adver- - 
tising, at a time when they could not ob- — 


production or hope to sell goods to im- | - 
poverished consumers. There was a 
major demonstration at the Japanese | 


panese companies were mentioned by | 
name for boycotting by Filipinos but | - 
this is dismissed in the survey as having 


been “more anti-regime [Marcos'] than | 


anti-Japanese." - 
The survey inputs from Malaysia and — 
Singapore suggest there is an overpre- $ 


'sence of Japanese construction com- | 


panies, winning a disproportionate share | - 
of contracts. In May 1984, Malaysian T 
Prime Minister Datuk Seri Mahathir | 
Mohamad specifically protested against |. 
a large signboard next to a Japanese | 
construction site, which was later re- 
moved. The Singapore Government. 
now gives priority to Japanese com- 
panies that team up with local partners 
in public tenders. iu 
In December, the Chinese-language | 
Singapore newspaper Lianhe Zaobao | 
said in an editorial that Tokyo’s concern - 
about excessive advertisement was - 
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in the Miti survey, argued that Japanese |- 
goods are popular because of their high | 
quality but that Japan should also try to 
balance trade with other countries. | 
What is being questioned is not whether |. 
there is too much advertising by the Ja- | 
panese, but whether the Japanese Gov- | 
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trade imbalances. 
A similar point is made from 
Jakarta, where Japanese overpresence - 
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panese riots of 1974. The survey warns | 
that the Japanese could be implicated | 
by anti-government and anti-Chinese | 
movements and that Indonesian frustra- | 
tion over Japanese “intransigence” — | 
in delaying tariff reduction for Indone- y 
sian plywood or refusing to guarantee | 
Indonesia's oil industry a certain share | | 
among Japan's total crude imports — | 
could explode, however unreasonable | 
the demands. E 
Policies made in Tokyo, and the | 
manner in which they are presented in | 
Jakarta, are much more important than 
billboards and other advertisements in | 
determining local attitudes towards | 
Japan, the survey maintains. It also cau- 
tions that Japanese attempts at good be- | 
















along bars, is slackening. | 
— Susumu Awanohara 
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Benazir and party olleagues: 


PAKISTAN 


enies Al-Zulfikar link. 






‘Set our people free’ 


By Husain Haqqani in Islamabad 


EU opposition parties and . 


human-rights groups have stepped 
up their campaign for the release of 221 
political prisoners held in the country's 
jails. Most of them had been charged 
with offences ranging from involvement 
in terrorism to "distribution of objec- 
tionable printed material," and sen- 
_tenced to long prison terms by military 
courts. Although President Zia-ul Haq 
has since disbanded the military courts, 
their sentences have not been annulled. 
The government maintains that con- 
victions by military courts were per- 
fectly legal as they related to violation of 
military laws then in force. Prime Minis- 


_ ter Muhammad Khan Junejo, however, 


recently admitted to “the possibility of 
miscarriage of justice” in individual 
and promised to evolve a 
mechanism for reviewing them. But op- 
position politicians and lawyers as well 


| as relatives of political prisoners have 
demanded the annulment of military 


court sentences and the immediate re- 
lease of all prisoners. 

After the end of martial law Junejo 
had promised to set free all political de- 
tainees. However, many held under 
preventive detention were released but 
convicted activists were not. The gov- 
ernment came under severe pressure 
both inside the national assembly and 
from the non-parliamentary opposition 
to release three leftwing political figures 
from Sindh: Jam Saqi of the Pakistan 
National Party and Fazil Rahu and 
Rasul Bakhsh Paleejo of the Awami 
Tehrik (People's Movement). 

Paleejo was released in early June 
after having been detained without trial 
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.| Opposition demands the release of political prisoners 


since 1979. The Sindh High Court 
review board also recommended 
Rahu’s release but he was not freed as 
he is under trial in another case. Follow- 
ing Paleejo’s release the government 
claimed there were no more political 
prisoners as no one was being held with- 
out proper charges or trial. 

But the Political Prisoners Release 
and Relief Committee (PPRRC) has 
put out a list of 221 prisoners currently 
in jail on political grounds. Most of 
these remaining prisoners were arrested 
and sentenced in two waves: in 1981 fol- 
lowing the hijacking of a Pakistan Inter- 
national Airlines (PIA) jet to Kabul and 
in 1983, during the violent anti-Zia 
demonstrations in Sindh. According to 
the PPRRC, most of these prisoners — 
sentenced from three to 25-year terms 
— were convicted without due process 
of law. 


T rials in military courts were brief and 
without adequate assistance from 
defence lawyers. Military officers pre- 
siding over the courts were predisposed 
towards sentencing opposition activists 
and no attention was paid to producing 
evidence in support of charges of ter- 
rorism and subversion. Several people 
were arrested merely on grounds of 
family or personal association with al- 
leged members of the Al-Zulfikar ter- 
rorist organisation which claimed re- 
sponsibility for the PIA hijacking. Some 
of those arrested in 1983 were tried and 
punished for subverting national de- 
fence because they distributed leaflets 
or put up posters against Pakistan’s 
armed forces.  - 
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.. Included on the PPRRC’s list are 


People’s Party implicated in the murder 
of a pro-government Karachi politician 
as well as other acts of violence which 
followed the 1981 Al-Zulfikar hijack- 


ing. Also included among the political 


prisoners are junior military officers 
and civilians charged in two separate 
trials for conspiracy to overthrow the 
government. Libyan assistance was al- 
leged in one of these conspiracies. 

Interior Ministry officials say there is 
no chance of a blanket amnesty for 
those sentenced on subversion or re- 
lated charges. *Most of these people 
were involved in violence aimed at the 
armed forces and the army won't accept 
their release," one official confided, 
adding, "individual cases are being re- 
viewed and many prisoners are being re- 
leased after commutation of their sen- 
tences." The government maintains 
that it has released all political detainees 
while those associated with Al-Zulfikar 
or the so-called Libyan conspiracy do 
not qualify as political prisoners and 
cannot be treated as such. 

Junejo and some of his colleagues 
are said to favour legislation allowing 
appeal to the Supreme Court against 
previous military court decisions but 
any such move will have to be cleared by 
Zia and other generals. The military's 
reluctance to accept this procedure is 
based on the view that any major over- 
turning of military court decisions by 
superior courts would undermine the 
army's role in internal security opera- 
tions in future. 

According to the convenor of the 
PPRRC Malik Qasim — an opposition 
leader and renowned lawyer — most 
military court convictions would not 
stand up in regular courts. “These peo- 
ple are political prisoners by every def- 
inition,” he told the REVIEW, “their 
trials were a farce and the charges 
against them clearly motivated by politi- 
cal factors. The regime can't get away 
by denying the existence of political pri- 
soners.” 

The committee has mobilised law- 
yers and relatives of detainees in an ef- 
fort to focus attention on remaining po- 
litical prisoners. Bhutto is also paying 
attention to the political prisoners issue. 
Although she disavows any link with Al- 
Zulfikar, headed by her brother Mur- 
taza, she accepts that most of those re- 
maining in jail belong to her party. 

During her recent tour of the coun- 
try, Bhutto visited the homes of the pri- 
soners and invited their relatives to 
speak at some of her rallies to arouse 
concern for the prisoners. As one West- 
ern diplomat pointed out: “Bhutto is 
making sure people do not forget mar- 
tial law’s jailing of political activists. 
With the release of all prominent oppo- 
sition leaders and a relatively free politi- 


cal environment, there could be a tend- 


ency to ignore prisoners held without 
fair trials." Oo 
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William T. Mundt, 
First Vice President, 
Securities and 

Trade Processing Divisions, 
with Oscar Stóckli, 

First Vice President, 
Banking Relation Division. 


Swiss Bank Corporation: The professional interface. 





Electronic banking. Home-made. 


Lots of people think electronic banking 
means home banking. For us, 
electronic banking begins at home, too. 
We started by computerizing in-house, 
and we're at home all over the world. 

At the corporate level, electronic 
delivery of services brings you one 
step closer to managing your time and 
money exactly the way you want. 

With Swiss precision, you might say. 
And worldwide. 

Once you realize how fast the world 

is moving, you can really make yourself 
at home. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Societé de Banque Suisse 


The key Swiss bank 





General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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. | Basic Law basics | 


. A. 


Peking outlines political input for territory's constitution 


By Emily Lau in Hongkong 


ne year after. the appointment of 

the Basic Law Drafting Committee 
(BLDC), which was set up to write a 
mini-constitution for Hongkong after 
1997 when China reasserts sovereignty 
over the territory, Peking officials have 
stated their views about what should be 
included in the Basic Law's controver- 
sial section on a future political system. 

The British too have broken their si- 
lence on the subject, with Hongkong 
Governor Sir Edward Youde warning 
against “simplistic interpretations of in- 
dividual words" in the 1984 Sino-British 
joint declaration that established a 
framework for the future of the terri- 
tory, which is to become a special ad- 
ministrative region (SAR) of China. 

At a meeting in Peking with del- 
egates of the Basic Law Consultative 
Committee (BLCC) — a 180-member 
advisory body set up to collect Hong- 
kong public opinion on the Basic Law — 
officials from China's Hongkong and 
Macau Affairs Office spelled out how 
they interpret some key phrases in the 
joint declaration and envision the pow- 
ers of the Chinese Government vis-à-vis 
the SAR. The officials also revealed 
how they see the future relationship be- 
tween the SAR's executive and legisla- 
tive branches of government, and set 
out the principles governing any politi- 
cal changes in Hongkong. 

BLCC member Man Sai-cheong said 
that the Chinese officials were only ex- 
pressing their personal opinions and 
that these should not be interpreted as 
Peking's final position. 

Peking has shown some signs of flex- 
ibility in dealing with Hongkong. For 
example, there are indications that 
China will tolerate some directly elected 
elements in the SAR's legislature and 
the Chinese Government does not ap- 
pear to have a closed mind on the for- 
mation of political parties in Hongkong. 
Therefore, Peking's current thinking 
may be subject to change. 

The deputy director of the Hong- 
kong and Macau Affairs Office, Li Hou, 
who is also secretary-general of the 


BLDC, outlined Peking’s thinking on 


the relationship between the SAR's 
executive authorities and its legislature 
with regard to how the former should be 
"accountable" to the latter as stipulated 
in the joint declaration. 

Li said that the word *accountable" 
implied that the executive branch 
should make periodic policy reports to 
and answer questions of the legislature. 
The legislature should have the power 
to approve the government budget and 
scrutinise public expenditure and the 
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power to impeach the chief executive 
and principal officials. 

Li added that the SAR executive and 
legislature should be of equal status, 
with mutual checks and balances. There 
should be no question of one being 
superior to the other, he said. Therefore 


the legislature should not be able to cast 


a vote of no confidence against the chief 





Youde: breaking the British silence. 


executive, and the chief executive 
should not have the power to dissolve 
the legislature. Li said he did not wish to 
see the chief executive post as ceremo- 
nial, with no real power. The full extent 
of the chief executive's power has yet to 
be decided, he said. 


bei ongkong's future chief executive, 
as envisioned by Li, would have 
slightly less power than Hongkong's 
present governor. In April last year, the 
Royal Instructions which, together with 
the Letters Patent, make up Hongkong's 
colonial constitution, were amended to 
give the governor the power to dissolve 
the Legislative Council (Legco). Under 
the Letters Patent, members of the Exe- 
cutive Council (Exco), the territory's 
policymaking body, are appointed by 
the Crown and can be suspended by the 
governor “upon’sufficient cause.” 
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lature power to impeach the chief exe- 


cutive and principal officials is regarded 
here as a step in the right direction of 
balancing the present lopsided relation- 
ship, in which power lies firmly with the 
executive branch. 

Li said China and Britain had agreed 
on the definition of the future relation- 
ship between the SAR executive and 
legislature during negotiations on 
Hongkong’s future. 

Commenting on this, Youde reiter- 
ated what British and Hongkong offi- 
cials have consistently maintained in 
private, that a relationship of accounta- 
bility already exists between Exco, the 
Hongkong Government’s executive 
branch, and Legco, its legislature. How- 
ever, he said the future relationship be- 
tween the executive branch and the 
legislature would have to be further 
examined. Exco is currently responsible 
for the execution, recommendation and 
formation of policy, while Legco's func- 


tion is to pass laws and to vote on fund 


allocation, Youde said. 

In a letter to the BLDC, BLCC 
member Anthony Ha said after careful 
consideration of the Chinese and British 
constitutions, he concluded that in both 
countries the word “accountable” 
meant a lower body being made respon- 
sible to a higher body. Ha warned 
against twisting the meaning of impor- 
tant terms in the joint declaration, 
which he described as “short-sighted 
and dangerous” and which might under- 
mine confidence in Peking’s concept of 
“one country, two systems,” and ulti- 
mately affect Hongkong’s prosperity 
and stability. 

Li also spoke to the BLCC delega- 
tion about the powers of the central gov- 
ernment vis-a-vis the SAR. He said be- 
sides being responsible for foreign af- 
fairs and defence, Peking should have 
the power to appoint the chief executive 
and his principal officials, and to enact, 
amend and interpret the Basic Law. 

China's National People's Congress 
(NPC) would have the power to decide 
if any SAR laws contravene the Basic 
Law and to declare them null and void, 
Li said. However, he said any laws 
deemed invalid would be referred back 
to the SAR to make whatever changes 
might be necessary to bring them within 
the confines of the Basic Law. Li added 
that the NPC would not legislate or 
amend SAR laws and said laws passed 
by the SAR legislature would im- 
mediately come into force and would 
not have to wait for NPC approval. 

The secretary-general of the Hong- 
kong and Macau Affairs Office, Lu Ping, 
who is also a deputy secretary-general 
of the BLDC, said political reforms in 
Hongkong should satisfy four princi- 
ples. They should preserve Hongkong's 
prosperity and stability; take care of the 
interests of different classes; lead to an 
efficient administration, and not con- 
travene the Sino-British agreement. p 
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The IBM Smart Office: 


It’s waiting to Join your company. 





&. ersonal computers have a way of 
multiplying. You get one and producti- 
vity increases. 5o you get another and 
the same thing happens. Pretty 


soon you have an office with lots of 


people working on lots of computers. 
Little islands of productivity. 

But people don't work in isolation. 
To work more efficiently 
they need information 
other people have. 


That’s where the SSS 
IBM Smart Office comes in. It 
joins your whole company by smoothly 
linking all your office equipment. 
Consider what this means. 
Accounting needs some projections 
from Sales. A touch of a key tells 
Smart Office to go and get it. When the 
Planning Department wants to print 
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a long report, they simply touch a key - 
to use the high-speed printer upstairs. 


The IBM Smart Office is a 
comprehensive range of solutions de- 
signed to help people find and use the 
information they need. And more 
than that, Smart Office provides an 
economical way to share resources 
Sy like disk storage systems, 
D modems and high-speed 
printers. 









Whether your 
company has a collection of 

PCs, larger computer systems or 

a combination of both, there's an IBM 

Smart Office solution ready to join 

your whole c ompany. 

Why not join your IBM representa- 
tive in a discussion about what a Smart 
Office can do for you. 
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Marketing Mgr to Div Mgr: 


Flight Test to Div Mgr: 
A/C Overhaul to Div Mgr: 


Engine Plant to Div Mgr: 


Accessories Plant to Div Mgr: 
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15:45 Production Control Work Status Report 


Customer confirms approval of our proposal to 
upgrade all of his F-4 aircraft. Depot 
maintenance and avionics retrofit in process on 

4 A-4 aircraft. 

Last of 12 Mirage completed flight test at 10:00. 
In process C-130 D-check proceeding O.T. 707 
special mission conversion to be in hangar at 24:00. 
3 J-79's and 4 J-52’s in process. 5 T-56's in 
inspection. 3 J-52's, 2 F-100's, 1 Atar, 2 PT6’s 
and 5 Allison 250's in test cells. F-110 crew chief 
training accomplished. 

5 F-100 fuel control systems, 28 digital avionics 
packages and 17 hydraulic systems in process. 


Featuring the Future 
ISRAEL AIRCRAFT INDUSTRIES LTD 








From an original oil painting for Israel Aircraft Industries by Barry Bichler 











The Bedek Aviation Division of IAI 
can supply what you need. We've 
been supplying it to the Israel 
Defense Forces and other modern 
and modernizing air forces for 
many years. 


s The capability to service, repair and 
upgrade virtually any aircraft from a light 
trainer to an advanced combat aircraft. 

e Airframe modification to convert old 
transports to multi-mission platforms. 

e Anengine plant with computerized test 
cells, in-house developed repair schemes 
and inspection criteria to increase fuel 
efficiency and save you money. 

e An accessories repair and overhaul facility 
treating more than 10,000 types of 
hydraulic engine and avionic systems, 
helicopter blades, and dynamic 
components, 

è Authorized by the world's leading air 
forces. 


For total aircraft support and support 
training, IAT's Bedek Aviation Division. 
For helicopters, [AI’s Mata plant. IAI 
provides a single source for air, sea and 
ground technology. 


For further information on IAI and your 
Military Infrastructure, please contact: 





Ben-Gurion International Airport, Israel 
Tel: (03) 9713111, Fax: (03)9713131, 9712290 
Telex: 371102, 371114 ISRAVIAIL. 
Cables: ISRAELAVIA 

New York: 

Israel Aircraft Industries International, Inc. 
50 West 23rd St., New York, NY 10010 

Tel: (212) 620-4410 

Telex: 230-125180 ISR AIR 

Brussels: 

IAI European Marketing Office 

50, Ave. des Arts. 

Tel: (2) 513455. Telex: 62718] ISRAVIA B 





You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT which is pub- 
lished monthly by the Far Eastern Economic Review has long been 
recognized by leading business executives throughout the world as 
the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 

Of Information 

Covering subjects which range from foreign investment to fashion, 
electronics, telecommunication, engineering, contract negotiations 
and to literally dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, business with 
China. 


You Could Gather It Yourself 

You probably could get the same information on your own but in 
order to locate what is contained in each and every 16 foolscap 
page issue of CHINA TRADE REPORT you'd have to read hun- 
dreds of publications, notto mention have your own network of peo- 
ple reporting from all the important zones in China. 


Why not subscribe now and discover for yourself how the CHINA 
TRADE REPORT can help eliminate the mystery and much of the 
risk in doing business with China. 








Smali Investment... Handsome Dividends 

Start benefiting immediately from the information-packed CHINA 
TRADE REPORT by subscribing now. A small investment today 
may pay handsome dividends later in saved time, energy and 
money. 
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(Please print in block letters) 


Post this coupon today! 


Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription (12 issues) for the CHINA 
TRADE REPORT. | enclose a cheque/money order of _ » 
made out to the Far Eastern Economic Review. Or, please charge 
my credit card (tick one): 


American Express] Diners Club MasterCard Visal 
Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 





Annual subscription rates: 
HK$2,185 M$720 S$635 US$280 £255 A$390 


Sent airmail anywhere in the world. 
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.. Rabobank: 
our partner for bus 





with the Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong 
and Jakarta, provides a personal 
service to companies with trade 
relations in the Netherlands. 


Raborast isan"AAA"-rated 
Dutch co-operative banking 
institution with total assets of 
U.S. $ 48 billion. 

It ranks among the largest banks 
in the world. 


Rabobank - with 2.400 offices 
in the Netherlands - derives its 
strength mainly from its dominant 
position in the domestic market, 
especially in Dutch agriculture 
and agribusiness. 


Rabobank's deep invol- 
vement in these particular sectors 
of the Netherlands - the world’s 
second largest agricultural 
exporter- provides a sound know- 
ledge of international financing. 


So. when considering a bank 
to introduce you to the Nether- 
lands, or elsewhere in the world, 
why not consider Rabobank. 


Teylers Museum, Haartem. 


$ 
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Rembrandt country is Rabobank country. The oc country where ipei of Saele 


continue to flourish. 
Singapore Branch Hong Kong Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F 
Shell Tower 8 Connaught Place, Central 
Singapore 0104 Hong Kong 
Republic of Singapore Telephone: + 8525263249 
Telephone: + 652259896 Telex: 80556 
Telex: 42479 


habobank 





Jakarta Representative 

The Landmark Centre 

16th Floor Suite 1605 

Jalan Jenderal Sudirman Kav. 70 
Jakarta 12910 Indonesia 
Telephone: + 62215781271/2 
Telex: 47534 


Rembrandt country is Rabobank country. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-Bank Frankfurt. 


Only Northwest Orient gives you these nonstops. Daily. 
Join the people who know. 
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Its good to know that when you're 
headed for New York, Chicago, Seattle, 
San Francisco, Los Angeles or Honolulu 
one airline gives them to you straight. 
Northwest Orient. 

In fact, only Northwest Orient gives you 
all 6 cities nonstop from Tokyo, as well as 
more nonstops to Chicago, Los Angeles 
and Seattle from Seoul than ever before. 
Plus convenient same-airline service to 


For reservations, call your rravel agent or Northwest Orient 
Auckland 794-977 Calcutta 431373 
Bangkok 251-8470 Cebu 92122 
Beijing 554175 Colombo 597138 
Bombay 211440 Guam 477-7811 


Guangzhou 61803 
Hiroshima (082)247-5741 
Hong Kong 5-217477 
Islamabad 812174 


Jakarta 326439 


cities all across America. 

Fly First or Executive Class and along the 
way you'll enjoy an uncommon standard 
of luxury and elegance with our exclusive 
Regal Imperial Service. As well as that 
extra comfort that comes from knowing 
you're flying America's most experienced 
airline across the Pacific. 

Join the people who know. Call Northwest 
Orient or your travel agent for more infor 


People who know...go 


Kuala Lumpur 2429633 Manila 521-1911 
Lahore 872340 Nagova (052)562 
Madras 044-87703 New Delhi 351605 
Makati 85-66-16 


Kaoshiung (07)272-5505 
Karachi 551215 
Kathmandu 212552 


Okinawa (0988)58-24 
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NEW YORK 
CHICAGO 
SEATTLE 

SAN FRANCISCO 
LOS ANGELES 
HONOLULU 
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mation today. The more you know, the 
more you'll go Northwest Orient. 


HONG KONG NEW YORK 
Feci CHICAGO 
MANILA 
KUALA LUMPUR Ws SFOUL m SEATTLE/TACOMA 
S SAN FRANCISCO 
SHANGHAI OSAKA 
GUAM LOS ANGELES 
OKINAWA HONOLULU 


Sydney 264-9715 
Taichung (04)220-6643 
Taipei (02)596-5951 
Tokyo (03)432-6000 


Seoul 753-6106 


Shanghai 4377387 


Osaka (06)228-0747 
Penang 619487 


Rangoon 81638 Singapore 446-7666 


^ Sokung 778-0181 
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LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 45 Meridien hotels San Francisco, New Orleans] 
around the world you can Vancouver, Montreal, Rio, 





experience what we proudly call Guadeloupe, Bahia and 

Le Raffinement. Martinique. 

ASIA/PACIFIC: Hong Kong, EUROPE/MIDDLE EAST: Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/ Airport, Singapore, Paris, Lyon, Tours, Nice, Port Gentil, Mauritius, Reunion 
Changi/Singapore, Colombo, Athens, Milan, Porto, Lisbon, and Khartoum. 

Tokyo, Seychelles / Fisherman’s Tunis, Lattakia, Abu Dhabi, You can also look forward to 
Cove and Seychelles/Barbarons. Al Khobar/Dhahran, Palmyra, experiencing Le Raffinement in 
THE AMERICAS/CANADA: Damascus, Cairo, Baghdad, Delhi, Taipei, Aleppo, Cairo/ 
New York, Boston, Houston, Jeddah and Kuwait. Heliopolis, Yaounde and 

Los Angeles / Newport Beach, AFRICA: Brazzaville, Douala, Seychelles / Praslin. 


For reservations, contact your travel agent or phone: — Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 236-9088, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 2-485-738. 


‘THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 





è IS it my imagination, or am I slowing 
up? Does anyone else suffer from the 
crushed feeling that the sheer volume of 
required reading matter on Asia or 
about Asians, more and more of it writ- 
ten by Asians, is swelling to inabsorba- 
ble proportions? Not so long ago, while 
long racks of books of course awaited 
perusal “one day,” a judicious reading 
mix — journalistic and academic, fact 
and fiction — kept one pretty well ab- 
reast of things. These days the piles of 
books and other printed matter which I 
simply must read grows so fast, I'd need 
a good few months off to wade through 
it all. 

Despite this, I still find myself turn- 
ing to books which have little relevance 
to today’s headlines. Recently I’ve been 
delightedly reading about the lives of a 
couple of men, contemporaries who 
paraded their inconsequentiality. Both 
were superb entertainers, of a wit often 
mistakenly dismissed as flippancy. Both 
were extremely hard workers, possess- 
ed of great discipline and energy which 
in both added up to near genius. 
€ THE biography of Noel Coward by 
Cole Lesley intelligently shows just how 
much craft and sheer graft went into 
what Coward falsely but modestly 
claimed was a "talent to amuse." Cow- 
ard's travels through Asia (nostalgically 
recalled in some of the region's older 
hostelries) were recorded with typical 
panache, from the patter song of "Mad 
nay s” (with Hongkong’s noonday gun 

the hats like plates in the Malay 
Straits) to the bitter-sweet comedy, Pri- 
vate Lives. A 

Parenthetically, a friend who was im- 
prisoned by the Japanese i in Hongkong 
tells me that the inmates once mounted 
a production of the play in prison camp, 
and had to present the script to the Ja- 
panese authorities for approval. In one 
of the balcony scenes, Amanda ques- 
tions Elyot about his listless world 
travels after their divorce: 

Amanda: "China must be wo in- 
teresting.” 









Elyot: "Very small." 

The only change that the Japanese 
required was that the adjectives should 
be reversed. So the amateur actors duly 


delivered the dialogue, describing 
China as very small, Japan as very big. 
The guards could not understand why 
the audience fell about laughing. 

€ THE second, treasured book is a 
curious sort of autobiography — the 
writings of P.G. (‘Plum’) Wodehouse 
on himself, including his letters to a 
lifelong friend. 1 can recall only a small 
connection with Asia: Plum's father was 
a Hongkong businessman and Plum 
himself worked for a couple of years un- 
happily for the Hongkong and Shanghai 
Bank, before taking the plunge into 











journalism and authorship. He is still 
the only writer who reduces me to help- 
less laughter on the 25th re-reading. 

I record my admiration, just this side 

idolatry, with no apology, nor for turn- 
ing back to him when more topical 
books are pressing. Plum is still the 
most English of writers, though the Bri- 
tish treated him abominably for too 
many years, and he was a smash hit on 
Broadway, in Hollywood and in dozens 
of other languages. He is sometimes ac- 
cused of being endlessly nostalgic about 
a lost, golden Edwardian age peopled 
by asinine aristocrats, spurious spong- 
ers, 'stage-door johnnies’ and omis- 
cient butlers. But that world never 
existed: it is a Wodehouse creation, and 
a major comic invention. 
e STYLE — that's what Wodehouse 
had, like Coward. He learned his craft 
the hard way, as a humble pressman, 
selling bits and pieces, features and 
stories to newspapers and magazines. 
Most journalists could, with profit, 
study the Wodehouse technique. One 
of the basic skills of the craft is writing 
the "lead" paragraph which encapsu- 
lates a story and grabs the reader's at- 
tention. Few hacks today could match 
the opening of his novel The Luck of the 
Bodkins:. | 

“Into the face of the young man who 
sat on the terrace of the Hotel Mag- 
nifique at Cannes there had crept a look 
of furtive shame, the shifty, hangdog 
look. which announces that an En- 
glishman is about to talk French. One of 
the things which Gertrude Butterick 
had impressed upon Monty Bodkin 
when he left for this holiday on the Rivi- 
era was that he must be sure to practise 
his French, and Gertrude's word was 
law. So now, though he knew that it was 
going to make his nose tickle, he wie, 


‘Er, garcon'." 


Forget the humour; there, in. the 
space of about 100 words, Wodehouse 
has established the place, two of the 
main characters and their relationship. 
@ I HAVE only one slight reservation 
about Wodehouse: his apotheosis of the 
chinless twit, Bertie Wooster, is rightly 
disdained as being intellectually negligi- 
ble by his butler, Jeeves. Bertie has to 
cast around for quotations, usually from 
Shakespeare, unerringly supplied by 
Jeeves. And yet, when at ease, Bertie is 
in the habit of doing the Daily Telegraph 
crossword puzzle. 

e BUT to return to the Wodehouse 
style: it is quintessentially easy. Never is 
there any impression of strain. The 
complicated plots evolve, the happy end- 
ings arrive, the wit effervesces and the 
humour illuminates entire landscapes, 
as if the author had simply strolled over 
to his typewriter and wacked out the 


works with barely a second thought. 


His letters to his friend reveal what 
hard work went into such easefulness 


Page 180 and I suppose I must have 


not a tea- “pot,” 

















































(another lesson for journalists). “I find 
the longer I go on writing, the harder it 
becomes to get a story right without 
going over and over it. I've just reached 


done quite 400 pages?" And again: “It’s 
a curious thing about this novel, and 
probably means that it's going to be- 
good, but I must have written at least 
200,000 words so far. For a long time I. 
couldn't get the thing straight. I kept 
getting dissatisfied with the first 30,000. 
words and starting again. [It] now looks. 
alright. It really reads as if I had written 
it straight off without a pause.” — . 
€ ANOTHER lesson for journalists: 
Wodehouse doesn't mind editing. “This 
cutting business is frightfully tricky. $ 
got 25,000 words out . . . without any 
trouble at all, but not by paring down 
scenes. I reconstructed the first half of 
the story entirely, taking advantage of a 
really sound criticism” — which had. 
come from one of his magazine editors. 

Of course, the pressman will re- 
spond, he had intelligent editors, with: 
time enough to evaluate texts and make 
positive, rather than destructive, assess- 
ments. But he was amazingly ready to 
listen, and to accept advice. At the. 
height of his powers, already a best of. 
sellers, he sent the first 50,000 words of 
one of his Jeeves novels to the Saturda) 
Evening Post, where an editor judged 
that it needed cutting (“Too many stage 
waits"). Instead of flying off the handle 
Plum re-examined his text and con 
cluded that the Post was right — that he- 
had made Bertie Wooster shuttle to and. 
fro quite unnecessarily. So he re- jigged 
the piece, and wrote to his friend: "I 
cuts out 15 pages without losing any 
thing of value. And what I am driving at. 
is that, isn't it ghastly to think that after. 
earning one's living as a writer for 37- 
years, one can make a blunder like that. - 
Why on earth I kept taking Bertie back. 
to the flat, when nothing whatever hap- 
pened, I can't think.” 

I can't think of a bestseller today — 
or all that many journalists for that mat- 
ter — who would be willing to accept 
editorial judgment, however good, so. 
professionally and go on to make self. 
criticism (as the Chinese say). 
€ ON the other hand, I must admit. 
“Plum” was capable of a healthy disre- 
gard for editors. He wrote from New- 
York in 1949: “But what asses editors. 
are! . . . My considered opinion, after a. 
careful study of today's Americar 
magazines, is that 90% of the editorsa 
cuckoo. I think that when one of them 
applies for a job on a magazine, they: ask 
him, ‘Any insanity in your family?’ and 
if he says, ‘You bet there is. My father 
thought he was Napoleon and nothing 
would convince my mother that she was- 
they engage him at a 
large salary." | 
e THEY still do, 
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Kim Il Sung rules over a contradictory land 


Monumental puzzle 


. By Aidan Foster-Carter 


] One of the most re- 
cent additions to 

Pyongyang's panoply 
| of “grand monumen- 
tal edifices" stands in 
the north of the city, 





than 10,000 pieces of granite, it is a little 


. larger than its Parisian predecessor and 


inspiration — which, characteristically, 
the North Koreans do not acknowl- 
edge. 

Along with endless statuary and 
other decoration, the arch bears two 
dates: 1925 and 1945. The latter was the 
bittersweet year of Korea's liberation 
and division. That much is real. And 
1925? That, according to North Korean 
history, was the year when Kim Il Sung, 
aged 13, set out on his 1,000-mile “jour- 
ney for national liberation," from which 
he would return in triumph, 20 years 
later. In other words, “1925” is a lie. 

Perhaps the Arch of Triumph will 
thus serve as a concrete (or rather gran- 
ite) example of the difficulties of arriv- 
ing at a balanced judgment of North 
Korea. It is undeniably impressive. 
Aesthetically, it is not unpleasing. The 
three-tiered roof is a gesture to a tradi- 
tional Korean design. It is about some- 
thing real and important (1945). And 
yet it is monstrously flawed; for there is 
no getting away from that 1925, and the 
one who is (for better or worse) respon- 
sible for all of this. How are he and his 
handiwork to be judged? 

This is neither a simple nor a single 
question. That it often receives a simple 
answer is scarcely surprising. The sheer 


-extravagance of North Korea’s eccen- 


tricities (above all, the now dual cults of 
personality) simply invites a response of 
sheer derision. Such a response is richly 
deserved — not that it ever seems to get 
through to the North Koreans. But after 
the world has laughed, or shaken its 
head in disbelief, North Korea is still 
there after 40 years; a monument to 
something, but to what? 

History provides one route into the 
puzzle. Forty years is a long time, and 
North Korea was by no means the same 
place at the outset (or even half way 
along) as it is now. Broadly speaking, 
for the first 20 years of its existence it 
was a fairly normal communist country 
— it published statistics, for one thing; 


the idiosyncrasies and personality cults 
came later. 

During the crucial first five forma- 
tive years, for instance, North Korea 
was not unlike other countries in which, 
at around the same time, the intrusion 
of the Soviet army forced a social rev- 
olution. Perhaps more to the point, at 
this stage it was not so unlike South 
Korea either. Both north and south of 
the 38th parallel, an occupying army en- 
abled some Koreans to set up a very 
specific and clearly delimited polity. 

If Kim in the North eliminated land- 
lords, the Right, and independent 
nationalists, Syngman Rhee in the 
South, with no less vigour — and possi- 
bly more bloodshed — eliminated trade 





Kim Il Sung: brittle leadership. 


unions, the Left and other independent 
nationalists. At this stage, when divi- 
sion was not yet congealed, the north- 
ern regime may even have had the edge 
on the South in terms of popularity: its 
land reform, for instance, led the South 
to follow suit. 


Then came 1950: a catastrophe, as it . 


turned out; yet at the time it must have 
seemed a gamble worth taking. Had the 
US — through the UN — not inter- 
vened, Korea would have been 
reunified under communist rule. As it 
was, the tide turned and it was North 
Korea, not South, that found itself all 
but wiped off the map — indeed, saved 
only by Chinese intervention. 1950-53 
was an inferno for North Korea: a cata- 


clysm of bombardment, napalm and de- 
struction, which undoubtedly helped 
form some of the country's more strik- 
ing characteristics later: its militancy, 
sheer implacability and seething hatred 
of the US. 

First, then, a fairly normal Soviet- 
sponsored revolution. Second, a hither- 
to unique apocalypse. And third, a 
pretty remarkable reconstruction. 
Western comparisons of North and 
South Korea around 1960 tended to- 
wards embarrassment. Politically, there 
seemed little to choose between the cap- 
ricious brutality of Rhee and the more 
systematic dictatorship of Kim. And 
economically, while South Korea look- 
ed (perhaps misleadingly) stagnant, 
North Korea was forging ahead 
with reconstruction and indus- 
trialisation. | 

Yet today, a quarter of. a 
century later, the roles are re- 
versed. Now it is Pyongyang's 
turn to be stuck, politically and 
economically, while Seoul 
seems to have found a dynam- 
ism in both spheres which 
shows no signs of ceasing, even 
if things get a bit precarious at 
times. What has happened to 
the North? Once again, there is 
no singular answer. Pyong- 
yang’s avowed “monolithism” 
needs to be dissected. i 


ECONOMY: North  Korea's 
40-year economic history could 
be summed up as the strengths 
and weaknesses of self-reliance. 
Its strengths, past and present, 
should not be under-rated. 
Granted the twin advantages 
of bountiful natural endow- 
ment with minerals (but no oil, 
or coking coal), and of a certain deve- 
lopment by the Japanese, North 
Korea's first quarter century or so is still 
pretty spectacular. Amid all the Third 
World's continuous sloganising about 
“self-reliance,” Pyongyang provides 
perhaps the world’s sole example of in- 
dustrialisation in a small country based 
primarily on indigenous resources and 
internal demand. 

Agriculture deserves particular men- 
tion. While claims of self-sufficiency in. 
grains are exaggerated, it is no mean 
feat to have created an effective agricul- 
tural sector at all in mountainous North 
Korea. Aside from an almost horticul- 
tural (and highly labour-intensive) dili- 
gence, including transplantation of 
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seedlings, North Korea also seems to 


have found à quite sophisticated remun- 
eration system of material incentives — 
which may yet save its farm sector from 
the pendulum swings in policy that 
China has undergone. 

Yet on the broader scale, the econ- 
omy is clearly stuck. Pyongyang now ur- 
gently needs to find a way to do two 
things: establish serious external econo- 
mic relations (to pay its debts, get tech- 
nology and increase exports), while 
domestically pushing | ahead with 
thorough-going economic reform, al- 
lowing more autonomy to enterprises 
and managers. In both cases, the main 
obstacles to change are political. 


POLITICS: The obvious problem with 
North Korea is that there is simply too 
much politics — and the wrong kind. A 
modern industrial society, whether 
capitalist or socialist, cannot operate ef- 
fectively without a certain separation of 
spheres and a degree of individualisa- 
tion. This is a nettle that Pyongyang 
seems wholly unwilling to grasp. In- 
stead, it has chosen to move in the oppo- 
site direction. Not even Albania has had 
the effrontery to claim what is statisti- 
cally impossible: that 100% (not even 
99.99, but 100) of the electorate all vote 
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back: back to a reading of pre-Kim Ko- 
rean history as riddled and paralysed by 
factionalism; and forward to a spectre of 
“revisionism” and collapse of collective 
discipline which Kim sees in the post- 
Stalin Soviet Union and post-Mao 
China, and which he is desperate to 
avoid in post-Kim North Korea. 

In this, of course, it is absolutely cer- 
tain that he will fail: essentially, for re- 
fusing to grasp a very elementary 
sociological truth. At the level of a 
whole modern society, “unity” is not 
strength — it is not even possible. On 
the contrary, Kim Il Sungism is exceed- 
ingly brittle. For the paradox of 
politicising everything is that, actually, 
you abolish politics. The result is a pol- 
ity dangerously deficient in two vital in- 
gredients: creativity, and feedback. 

Despite the Juche philosophy's al- 
most Kantian stress on human mastery, 
independence and creativity, in practice 
North Korea is a place where no one 
below the very top echelons dares to use 
their own judgments, or take risks, be- 
cause the penalties for failure (let alone 
anything that could be imputed as dis- 
obedience, or disloyalty) are immense. 

The same applies to feedback. The 
explicit (and of course absurd) notion of 


Pyongyang housing blocks: political obstacles to economic growth. 


in every election — and, of course, they 
all vote the same way. 

Putting it another way — and using 
Marxist terminology, itself by now 
largely unfamiliar in a land where Juche 
is the sole ideology — in no other coun- 
try has the state so completely swal- 
lowed up civil society. Voluntary or- 
ganisations are unthinkable (except 
perhaps in sport). It is hardly exaggerat- 
ing to say that what is not compulsory is 
forbidden, and vice-versa. 

It would be an insult to the intelli- 
peace to ask whether this is democracy; 

ut is it effective? Such grandiose social 
engineering is of course highly purpose- 
ful. The cult, and now the dynasty, are 
intended to serve a function. The peo- 
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a party and leader who have literally 
never made a mistake absolutely 
guarantees that serious mistakes will be 
made — because there can be no open 
mechanism for correcting or even 
acknowledging them. Some recognition 
that a degree of conflict and contradic- 
tion are not only inevitable, but can 
even be healthy, is badly needed in 
North Korea; as is an admission that no 
one (not even Kim) is omniscient. With- 
out this, the result is a political system 
that is not only an obscene mockery of 
socialism, but also quite extraordinarily 
weak — as will become clear the instant 


Kim dies. 


SOCIETY: If the North Korea political 
system is almost unrelievedly depress- 


ple are urged to look both forward and. 
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ing, the society over which it presides 
has more nuances. There have been 
clear social gains in North Korea. Edu- 
cation is one of them. In the North as 
in the South, illiteracy has been all 
but wiped out. Pyongyang’s universal 
11-year education is a rare feat in the 
Third World, and its comprehensive 
network of kindergartens and creches is 
unique. Health care is also comprehen- 
sive and free (though, as with educa- 
tion, qualitative provision must be un- 
even and sometimes in doubt). 

Progress in housing is also striking, 
whether it be Pyongyang’s prefabri- 
cated apartments, 30 and 40 storeys 
high, in pastel shades of pink and blue, 
sprouting up continuously; or the 
ubiquitous neat villages (too neat for 
some tastes), with their rows of boring 
European-style two storey buildings or 
attractive Korean-roofed single storey 
dwellings. There is no sign anywhere of 
shanty-towns, let alone slums. 

Indeed, the total absence of even a 
trace of characteristic Third World 
anarchy or chaos is quite uncanny. On 
the surface, everything, and everyone, 
is under control. No informal sector (li- 
mited peasant markets reportedly, but 
no sign of them); no beggars or hawk- 
ers, let alone prostitutes and pimps; no 
drugs, no visibile signs of crime. Over- 
all, a strangely old-fashioned and law- 
abiding society: not unpleasant, as far as 
it goes; and seemingly light years away 
from the urban chaos of a Bangkok, 
Manila or Jakarta. 

And yet, of course, there is another 
side to this. Indeed, there are several. 


Pragmatism will prevail: page 40 
Kim's fine balance: page 42 
Keeping Seoul in check: page 43 
Hope from the talks: page 44 


For one thing, there has to be an under- 
side, difficult to see behind the carefully 
stage-managed facade. Crime, there 
must be. A black market, almost cer- 
tainly. And other aspects, once you think 
of them, are unnerving. In a society rav- 


aged for three years by a major war, 


with casualties counted in millions, how 
is it that you never see a single person 
who is scarred, mutilated, or disabled? 


What have they done with them all? 


That is one sort of social underside. 
There are others. Inequalities are per- 
vasive, and not even particularly con- 
cealed. For example: some newly built 
apartments have air-conditioners while 
others do not. No one owns a private 
car, but some people have access to 
state Mercedes. Most people wear vina- 
lon, North Korea's self-reliant lime- 
stone-based artificial fabric, with its in- 
escapable aura of tackiness and the 
1950s; but anyone who is anyone wears 
something better. 

The list could be extended. The nur- 
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sery they take you to has everything; but 
someone stumbles across another, with 
shabby kids and no toys. The Pyong- 
yang Maternity Hospital is lavishly 
equipped; but which Pyongyangites go 
there? And what if you don’t live in 
Pyongyang? Whose children are 
selected for post-school fun and games 
at the Children’s and Students’ Palace? 
And the tourist resorts? “For the work- 
ing people,” your guide insists. But 
which working people? And why aren’t 
there any there? 

There is even inequality about who 
lives in Pyongyang, which immediately 
puts you in a different world from the 
rest of the country. Since residence is 
based on “patrilocality,” — where your 
father came from — Pyongyang hus- 
bands are apparently much sought after 
by women from the provinces. 

The final *underside," in a sense, is 
the price paid for the progress. For in- 
stance if there are no shanty towns, this 
is because no one may move without 
permission. The sheer lack of personal 
mobility is perhaps the single most strik- 
ing social characteristic of North Korea, 
especially by comparison with the 
South. Even a railway journey requires 
a permit. From Seoul, buses to Pusan 
leave every five minutes. From Pyong- 


yang to Wonsan and back again, on 


North Korea's only motorway, there 
was not a single public bus. Buses ply 
within cities, and between villages and 
their local town; but that is the limit. 
Basically, in North Korea no one is 
going anywhere. And that, like the Kim 
dynasty, is strikingly feudal. 

And what can you buy? Granted that 
consumption may be an aspect of life 
which has been exaggerated out of all 
proportion by Western capitalist socie- 
ty, but even so North Korea has strik- 
ingly little of it. Much, including a basic 
rice ration, is supplied by the state. 
Even in Pyongyang's leading depart- 
ment store, the range and quality of 
goods is uneven, many prices high and 
no one seemed to be buying much. Few 
modern societies can have so under- 


developed a commodity economy in the 


late 1980s as North Korea. 


CULTURE: Kim Il Sungism as social en- 
gineering is a total project, and culture 
forms no small part of it. Yet culture in 
North Korea is full of paradoxes. The 
accent is on modernity — yet in no field 
of the arts is there the slightest trace of 
modernism. The official note is stri- 
dently nationalist, not to say chauvinist 
— yet many cultural forms seem more 
Western than Korean. And through it 
all runs an inescapable thread of the 
kitsch and the resolutely third-rate: 
endlessly posturing heroic statues; 50-ft 
chandeliers dripping with pink and blue 
glass beads; music which all sounds like 
film scores (it usually is), in which 
the predictable martial themes are un- 
expectedly often drowned out by a 
glutinous sentimentality. 
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For the visitor it is bad enough. What 
it must be like to know nothing else can 
only be guessed at. Still, distinctions 
should be drawn. Some of the architec- 
ture — fascist-style statuary aside — is 
not unpleasing. One example is the use 
of Korean-style roofs on large newer 
buildings such as the Grand People’s 
Study Hall. 

But music is a disaster area. Not only 
are all Western genres banned or sus- 
pect — no jazz, no rock and no modern 
Western classical music. But, perhaps 
worse, unpardonable liberties have 
been taken with Korean music. Ancient 
Korean traditions such as pansori (a 
guttural and dramatic song form) have 
been abolished, as has traditional court 
music. Korean instruments, like the 
kayagum (a kind of zither), have been 
“modified” to a Western scale. 

The outcome is an extraordinarily 
narrow and bastardised music, which 
ironically sounds more Western than 
Korean — and probably reflects a mix 


of influences of Soviet and Japanese 
pop (the latter itself influenced by Euro- 
pean pop) from the 1950s. 

Of pictures, literature, drama and 
film — the last taken very seriously, as 
witness the Shin-Choe saga (REVIEW, 
12 June) — the less said the better. Iron- 
ically enough, even under Japanese col- 
onial rule the Korean intelligentsia 
could usually read as they pleased, and 
it was in the 1920s and 1930s that they 
fell upon the likes of Joyce and Kafka. 
Those who survive from that era must 
be in silent despair. 

One suspects that Kim does not 
know much about art, but he knows 
what he likes, and for daring to deny his 
people cultural access not only to the 
outside world but even to their own 
past, he has a lot to answer for. 


CHARACTER: And what do they think 
of it all, the 20 million badge-wearing 
North Koreans? Most of whom have 
known no other society, and no other 
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regime. In some ways this is the most 
difficult and intriguing question of all. 
No simple model seems to fit. This is 
not 1984, with a regime resting on blat- 
ant manipulation and naked oppres- 
sion. The manipulation is there, and it is 
often surprisingly blatant. But there 
seems to be no trace of dissent, even of 
cynicism, irony, or overt political jokes. 
People really do seem to believe in the © 
regime, or at least to accept its legiti- 
macy. 

If not 1984, then, is it perhaps Brave 
New World? — a carefully planned 
utopia of social directives and manipu- 
lated consent (minus the sex, of course), 
in which everyone consumes the sec- 
ond-rate and think that they are happy? 

But this too is not quite right. For 
one thing, North Korea is much more 
old-fashioned and dignified: its values 
more Victorian than hedonistic. For 
another, North Koreans simply do not 
conform to the lobotomised androids 
which Huxley's model suggests. In ways 





hard to define (but which anyone who 
knows South Korea will recognise), one 
senses limits to the degree to which they 
consent to being disciplined. 

Thus young women in shops giggle 
and gossip, exchange banter with young 
men, and are not always in any particu- 
lar hurry to serve you. People in the 
hotel lobby watch the normal TV fare 
without interest — but perk up when 
sports come on. Hardly anyone seems 
to read the newspapers, and they hardly 
seem at all fanatical. What, if anything, 
do they really believe in? And in what 
way do they believe? What do they real- 
ly know? And how much do they know 
that they do not know? No definitive 
answers will be forthcoming while Kim 
is alive. But thereafter, the retrospec- 
tive revelations may be no less surpris- 
ing than they have been in China. 

Two traits in particular give cause for 
hope. One is the very sentimentality 
(and the very Korean sentimentality) 
whose all-pervasiveness in music is SO 
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unbearable — yet whose existence is in 
itself encouraging, not least as a 
counter-weight to martial and militaris- 
tic themes. 

The other is humour. At Pyongyang 
circus one clown — clearly a Japanese 
policeman — is trying to.drill two ex- 
ceedingly reluctant and undisciplined 
Korean recruits. But, as they fall about, 
trip each other up and kick him in the 
backside, the general message is unmis- 
takable: authority is stupid, and you can 
get around it and and make a fool of it. 
And the packed Pyongyang audience — 
young and old, male and female — were 
falling about in their seats, rocking with 
laughter. 

Against this, of course, must be 
weighed the serried ranks of piping 
three-year-olds, shrilly telling you about 
the Great Leader ... . All that is true, 
too; and of course it is predominant, at 
least to all appearances., And yet the 
single most reassuring impression when 
visiting North Korea, banal as it may 


Pyongyang factory worker: strength from industry. 


sound, is just this sense that it is, after 
all, peopled by Koreans. 

How then should we draw up a bal- 
ance-sheet for Kim Il Sungism? Once 
again, comparison with South Korea 
may be instructive as well as appro- 
priate — given that both regimes, of 
course, claim to stand for Korea as a 
whole. So how have they done? 

History will see both the states which 
emerged in Korea after 1945 as reacting 
to the preceding half-century of per- 
ceived national disaster and humilia- 
tion. To make Korea strong has been 
the name of the game in both Seoul and 
Pyongyang. To a great extent, both 
have succeeded: the two strongest states 
that Korea has ever had in all its long 
history are those that exist now. 

Strength (political and military) re- 
quired economic development, and 
specifically industrialisation. That too 
has been accomplished in both halves of 
Korea, albeit in different ways under 
different circumstances. Along the way, 


FAR EASTERN ECONOMIC REVIEW e 26 JUNE 1986 


living standards of ordinary Koreans 
have markedly improved, again in both 
countries. 

So much for similarity; but there 
are also key differences. In South 
Korea, a potentially overweening state 
has always had to contend with two 
limits to its omnipotence, one internal 
and one external. At home, even if 
the state had wanted to swallow up 
civil society, it could never quite do so. 
Students, intellectuals, ^ turbulent 
priests, workers: they could never be 
completely cowed. A certain lip-service 
to pluralist values has always tempered 
and resisted thorough-going authori- 
tarianism. 


N Or is this unconnected to the exter- 
nal factor. Political alliance and 
economic strategy alike ensured that, in 
South Korea, nationalism could not 
turn its back on the wider world, but 
rather must go out into it and learn from 
it (if only in order to sell to it). The out- 
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come is the best of both worlds: a modern 
Meiji, confidently nationalist but an 
extremely sophisticated global operator 
in the modern world economy; and with 
democracy on the political agenda. 

It is North Korea's tragedy, ulti- 
mately, that such internal and external 
constraints as Seoul had to come to 
terms with were absent in its case. True, 
at first this must have seemed 
perhaps even was — an asset. Com- 
munist economies have their strengths, 
and rapid industrialisation (especially in 
a context of reconstruction) is foremost 
among them. But successful develop- 
ment sooner or later requires adapta- 
tion: the trick is to move on while you 
are ahead. For most communist coun- 
tries, the linked pressure of a need for 
economic liberalisation at home plus 
the exigencies of the world market com- 
bine to compel a change in direction 
sooner or later. 

Yet such pressures seem very 
threatening, and they involve risks. 
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Often such changes can only be carried 
out by successor regimes: Deng Xiao- 
ping in China, Nikita Khrushchev (and 
now Mikhail Gorbachov) in the Soviet 
Union. So perhaps. it is also North 
Korea's tragedy that. Kim has simply 
lived too long. And it is unambiguously 
disastrous, as well as deeply ironic, that 
Kim's response to the winds of change is 
exactly that of his monarchical pre- 
decessors in old Korea a century ago: 
namely, to batten down the hatches and 
hope it will all go away. 

But it did not go away then, nor will 
it now. At some level Kim knows this, 
which accounts for his most audacious 
move of all: the attempt in effect to re- 
constitute traditional authority relation- 
ships and found a dynasty. But this 
merely compounds the tragedy of North 
Korea with what the ancient Greeks 
(who knew a thing or two about trage- 
dy) called hubris — a wildly inflated in- 
solent pride, and as such a challenge to 
the gods — and a prelude to ultimate de- 
struction. 

Hubris is really the only word for the 
megalomaniac social engineering of 
Kim Il Sungism. In our more secular 
age, it will fail not for defying the gods, 
but for contravening basic sociological 
truths: that to suppress conflict and dif- 
ference is to suppress creativity, and 
hence to stagnate. It is surely no coinci- 
dence that North Korea's best years 
were its first two decades — before Kim 
felt the curious and perverse need to 
make this so explicit and rigid, in the 
form of an all-pervasive and ultimately 
suffocating cult of personality. 

What extraordinary and bitter irony 
that the North Korean people's zeal and 
creativity in surviving Japanese occupa- 
tion, the Korean War and reconstruc- 
tion should be rewarded by the mon- 
strous and ultimately cancerous growth 
of this cult. How perverse that, at the 
very time when the North Koreans had 
amply proved their maturity, they 
should have to suffer the ever more suf- 
focating embrace of a “fatherly leader” 
determined to treat them like children, 
or like imbeciles. 

Well, they have been dutiful child- 
ren, it must be said. They go through all 
the hoops he asks them to, and sing his 
praises tirelessly. They consent, it 
would seem, to playing their bit-parts in 
a society increasingly conceived as one 
gigantic performance. 

And yet, he will die; and then we 
shall see. An era is drawing to a close in 
North Korea, thanks to the inexorable 
facts of mortality. Certainly it will be the 
end of Kim. Almost certainly. (and 
Kim's son Kim Jong Il must be ponder- 
ing this) it will also, most importantly, 
be the end of Kim Il Sungism. Once the 
dead weight of the suffocating embrace 
is removed, North Korea can snap out 
of its political narcissism and economic 
stagnation and again become a force to 
be reckoned with. It should be worth 
waiting for. Oo 
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pragmatism will prevail 


Political successions 
are always interest- 
ing; perhaps because 
of the inherent ele- 
ment of the unknown, 
or even of danger. 

Ew Transitions from one- 
maS man rule are particu- 
larly fascinating; not least (but not only) 
in the context of post-revolutionary re- 
gimes, where the character and future 
direction of the revolution itself may 
come into question. 

Kim Il Sung has seen what happened 
to both Stalin — his original and abiding 
role-model, with that specific combina- 
tion of avuncularity and ruthlessness — 
and Mao Zedong after their deaths. In 
neither case did the system they had 
built up, nor their personal reputation, 
survive unscathed. 

Not relishing such a fate, even post- 
humously, Kim has done three things — 
all of which amount, in effect, at a shot 
at immortality. First, he has plastered 
his country with “grand monumental 
edifices” (the official term) in bronze 
and stone; hoping, as much as any 
pharaoh, that these will survive him. 
Secondly, he has created what must be 
the most-extreme personality cult in his- 
tory — and simultaneously established a 
unique monopoly of the means of 
socialisation. People are made to think 
about Kim Il Sung all the time. 

And thirdly, of course, he has ap- 
pointed his son as successor. But this, 
inevitably, is the weak link in the chain. 
While we know as little as ever about 
the corpulent but shadowy figure of 
Kim Jong Il, his father must be worried 
about him. For despite the best efforts 
of North Korea's propagandists, now 
busily churning out hagiographies and 
other works which scale new heights of 
creative writing even by Pyongyang 
standards, there is no independent evi- 
dence to suggest that Kim junior has any 
particular abilities whatsoever. 

Given this, he has to have enemies: 
the dynamics of the situation insist on it. 
The dynastic solution inevitably con- 
founds and disappoints those who are 
passed over — most importantly, this 
includes other family members. There is 
Kim Il Sung's younger brother, Kim 
Yong Ju, co-signatory with Lee Hu Rak 
of the 1972 North-South joint state- 
ment, whose star was waning even as 
that of his nephew began its ascent. 

And there is also a brooding step- 
mother. Kim Song Ae, despite being con- 
sort to Kim Il Sung, is almost never seen 
or heard of — in marked contrast to her 
deceased predecessor, Kim Jong Is 
mother Kim Jong Suk, whose post-hu- 
mous praises are sung ever more loudly. 
And surely Kim Song Ae has children too. 





UE 


Beyond the family circle, there must 
be other men — and only men, North 
Korea being what it is — of ambition 
and ability, for whom Kim Jong II’s suc- 
cession offends their principles or self- 
interest, or both. For the present, such 
people have little option but to keep 
their own counsel — or get out. It goes 
without saying that the succession issue 
is no more open for discussion (perish 
the thought!) in Pyongyang than any- 
thing else of importance. 

In short, there is every reason to sup- 
pose that the period following Kim Il 
Sung's death will not be smooth, but 
could well see a fierce power struggle. 
Precedents exist in the Soviet Union 
and China. Older Korean history is also 
replete with fraught successions, as 
family members and notables battled vi- 


Kim Jong Il: questionable abilities. 





ciously for power. Kim Il Sung knows 
this, of course; and at one level his re- 
lentless stress on "ideological monolith- 
ism" is a deliberate attempt to over- 
come Korea's long history of political 


factionalism. Yet the seemingly leaden 


solidity of Juche may be little more than 
a facade, which could crumble rapidly 


when its creator is no longer around. 


R ut there is an alternative scenario. 


While it is intrinsically impossible to 


confirm reports (plausible enough) that 
Kim Jong Il is already in day-to-day 
charge of affairs of state, what is quite 
certain is that an entire younger genera- 
tion of leaders is already in place. The 
most visible of these are Prime Minister 
Kang Song San and Foreign Minister 
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Kim Yong Nam, a pair of pragmatists in 
their 50s, whose elevation followed 
within a few months of the Rangoon 
bomb debacle in late 1983. 

Along with others — military leaders 
and key technocrats as well as people 
less.well known — these constitute the 
successor generation in North Korean 
politics. They are not half-educated, 
grizzled ex-guerillas like the previous 
generation of leaders, though they are 
still mostly old enough to have been 
formed and marked by the traumas of 
the Korean War, if not Japanese col- 
onialism. What will they do with their 
eventual accession to power? And what 
will they then do with Kim Jong Il, or 
vice-versa? 

The former question is the more fun- 
damental, as well as the more fruitful to 
pursue. We may know little of particu- 
lar personalities, but even an outsider 
can list the ineluctable policy dilemmas 
that will face the new leadership, and 
the range of options available. 

The most basic and fateful decision 
remains, in Pyongyang as in 
Pretoria, that between die- 
hards and modernisers. The 
long-run outcome is not 
really in doubt. The laager 
mentality will not wither 
overnight in Pyongyang; 
but this divide is principally 
a generational one, and the 
fact that since Rangoon the 
modernisers have clearly 
gained the ear of Kim Il 
Sung (witness last year's 
North-South talks, and 
those to be held this year) 
speaks volumes for what 
men like Kang will do once 
the Great Leader is safely 
out of the way. 

Anyone tempted to 
doubt this (in Seoul, for in- 
stance), should ask a simple 
question: what basis, what 
mileage is there for hard- 
line tendencies in the new 
generation? Neither biogra- 
phy nor predilection points 
this way. There may well be 
a few fanatics in the military, 
who will need to be watched. But no one 
who has seen Kim Yong Nam in action 
could suppose that here is a man who 
seriously wants to risk starting World 
War III. The new generation are Gor- 
bachovs: they want to introduce a more 
streamlined structure, cut out waste. 

True, all this will involve (already in- 
volves) a complex interplay of econo- 
mic, domestic political, and foreign po- 
licy choices. Serious economic reform 
will entail fence mending. This is al- 
ready under way vis-à-vis the Soviet 
Union, and a rapprochement with 
Japan cannot be long delayed. In the 
longer term, the decision must be be- 
tween a growing integration with the 
Soviet bloc, and an opening directed 
more towards Japan, and possibly 
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'$ ^" uth Korea. 1 he lz t er , th T ough 1 
and less palatable than 
the Soviets, could eventually yield much 
greater benefits — economic, but also 
political. 
But how will such a North Korea be 
overned internally? In volume, at 
east, it is hard to see how the Kim Il 


. Sung cult will survive its object’s death. 
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For one thing, it must be fantastically 
expensive. Everything from the endless 
literature to the vast monuments, awash 
with marble and dripping with crystal 
chandeliers, surely constitutes a vast 
drain on the exchequer. That it will at 
the very least be quietly scaled down is 
hardly in doubt. 
Yet the repudiation of Stalin, and of 
. Mao, went further than this. Here an 
. acute dilemma will confront the post- 
Kim leadership: to pay lip-service to the 
cult, as being the only framework of po- 
litical legitimacy that the North Korean 


| populace knows; or to tackle it head on. 


While risky, the latter course carries 
enormous potential rewards. Undoubt- 


= | edly the new Pyongyang elite will look 
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long and hard at their Chinese neigh- 
bours, and ponder the pros and cons of 
the heady past few years in that country. 


W here does that leave Kim Jong Il? 
Oddly enough, the answer might 
just be: still at the helm. Or perhaps a 


| subtle shift (voluntary or not) to the 


. prow: a symbol, a figurehead, suggesting 
 reassuring continuity even while other 
hands are at the tiller making a U-turn. 
. Clearly there is already an alliance be- 
tween Kim Jong II and the newer 
younger North Korean leadership. 
. Whether this is merely tactical, and who 
has real power, cannot be determined 
for certain until the fatherly protective 
hand is no longer available. But it is at 
least possible that Kim Jong Il, with his 
slick hairdo and cowboy boots, is a 


- genuine moderniser; or at least, a blank 


cheque on which others so minded will 


find it convenient to write — as repre- 
senting the only currency North Korean 


people know. 


he precedents cut both ways, and 
none are exact. Will he be a Chiang 
Ching-kuo: another pre-groomed suc- 


| cessor (albeit much older when he took 
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| and displaying surprising ability in the 


| process 
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power), able son of an able father? Or a 
Rajiv Gandhi: thrust unwillingly into 
the limelight, yet growing in the role 


Or a Baby Doc: profligate heir 
to a revolution that long since degener- 
ated into personalism and tyranny, fi- 
 nally overthrown by his people? 

North Korea's media credit Kim 


. Jong Il, among much else, with particu- 


lar responsibility for taking care of the 
nation's conjurers, acrobats and trapeze 
artists — who are among the best in the 


i; . world. One may hope, for his own sake, 


that in the process some of their skills 
have rubbed off on the Dear Leader. He 


_ may yet have need of them. 


— Aidan Foster-Carter 
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Geopolitics and his- 
tory still play the 
major part in forming 
North Korea's foreign 
| policy imperatives. 
As a much-quoted 
| Korean proverb has 

Ma it: "Whales fight, and 
the shrimp's back is broken." A glance 
at the map shows why Koreans consider 
their country a shrimp among whales. 
Its land borders are with the world's 
biggest nations by area and population, 
the Soviet Union and China. Across a 
narrow strait it faces another major 
power, Japan, and beyond that, the 
greatest power of all, the US. 

But geography is not the whole of it. 
What history did with that geography is 
crucial to an understanding of how 
North Korea views the world. The past 
century of Korean history is painted as a 
drama of epic proportions, in which 
tragedy and triumph intermingle, and in 
which all four surrounding great powers 
play key parts. As Pyongyang sees it, 
the sacred national task has been to as- 
sert uncompromising independence 
against all comers — which includes 
friends as much as foes. 

This policy has had its. successes, 
especially vis-a-vis friends. While it can 
be argued that the Sino-Soviet split was 
a boon to Kim II Sung, in the oppor- 
tunities for playing off Moscow and Pe- 
king which it opened up, the fact re- 
mains that North Korea has the unique 
distinction of having successfully re- 
mained neutral.in this dispute. In parti- 
cular, of the six smaller Asian com- 
munist countries, it is the only one to 
have managed to ward off the Soviet 
embrace — an achievement all the more 
striking when one recalls that it was the 
Soviets who put Kim in power in the 
first place. 

It is important to stress now, in view 
of recent developments, that none of 
this is about to change — at any rate, as 
long as Kim is alive. North Korea’s 
much-publicised “tilt” towards Moscow 
over the past two years is real enough. 
From North Korea’s side, there were 
one negative and two positive mo- 
tives. 





Pyongyang needed more and better 


Soviet and Comecon technological and 
financial aid — if only because there is 
no other source available, while fences 
elsewhere remain unmended and debts 
unpaid. It also badly wanted more up- 
to-date military hardware, especially 
long-denied MiG23s, to balance Seoul’s 
increasing qualitative lead in airpower. 
Last, but not least, it wanted to signal 
clearly its anger with Peking for the lat- 
ter’s burgeoning unofficial ties with 
South Korea in various fields. 




















Yet this “tilt” has clear limits. For its 
part, Moscow would like nothing better 
than to bring North Korea into line. It 
would be surprising if Gorbachov did 
not entertain longer-running hopes of 
creating in Pyongyang the sort of de- 
pendable satellite the Soviets doubtless 
thought they were putting in place 40 
years ago: one that would join Com- 
econ, cooperate obediently and grate- 
fully in the “socialist international di- 
vision of labour,” and give the So- 
viets highly valued access to its ice-free 
ports. | 
In a word, Moscow would like no- 
thing better than to turn North Ko- 
rea into a kind of East Germany: effi- 
cient, loyal and militarily stable — in a 
sense balancing the US role in South 
Korea. | 

Kim himself, however, will never go 
that far. But his successors might, which - 





Military parade: need to up-date. 


is why the Soviets are currently cultivat- 
ing the rising generation of Pyongyang's 
political elite as assiduously as their 
Tsarist predecessors did a century ago at 
the royal court in Seoul. On that occa- 
sion, the Russians lost out to Japan. 
They doubtless hope it will not happen 
again. 

Meanwhile, some common ground 
with Moscow has been found. Econo- 
mic links are growing; Kim has got his 
MiG23s; and the Soviets have gained 
overflying rights, and probably some 
naval access to North Korean ports. No 
bases though; it is inconceivable that 
Kim would allow that, either for fear of 
pushing Peking too hard, or more im- 
portantly of compromising national in- 
dependence. 

It really is important for Pyongyang 
— and not only for propaganda pur- 
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been no foreign troops stationed on its 
soil for 30 years. Granted (though 
Pyongyang, of course, does not grant 
this) that here is a regime which would 
never have existed in the first place 
without Soviet troops, and which would 
have been wiped off the map six years 
later had it not been for Chinese forces; 
nonetheless, such assistance is seen in 
Pyongyang only as a necessary evil, 
which was got rid of at the earliest op- 
portunity. 

Where does that leave China? In 
a sense, North Korea is as worried 
about China in the mid-1980s at it 
was about the Soviets in the mid-1960s, 


and for much the same reason: “revi- 


sionism,” at home and abroad. Basi- 
cally, Pyongyang fears that Peking has 
gone soft. 

Internally, China's economic revolu- 
tion, or counter-revolution, over the 
past decade both fascinates and appals 
the North Koreans. Its evident econo- 
mic dynamism is attractive and badly 
needed in Pyongyang, but the political 
and ideological price, whether in terms 


Soviet battle cruiser: port access? 


of “spiritual pollution” or the relative 
slackening of state control more gener- 
ally, is alarming and to some, 
anathema. 





H owever, it is the external side of Chi- 
na's new stance which most directly 
affects North Korea. Peking's current 
line of *peaceful co-existence" not only 
runs counter to Pyongyang's militant 
anti-imperialist ideology, it is reflected 
in degrees of friendship and coopera- 
tion with the US which North Korea 
finds hard to swallow. When this finally 
and predictably spilled over into direct 


. if discreet relations with South Korea, 


Pyongyang’s anger could hardly be con- 
tained. 

What in fact is China up to? 
Economically, South Korea is a natural 
trading partner: a supplier of consumer 
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market for coal and grain. Sino-South | 
Korean trade is now reported to be run- |. 
ning at over US$1 billion annually, eas- | 
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By Ted Morello in New York 


ily overtaking China's trade with the 
North. For pragmatic reasons China 
does not intend to stop this, nor can 
Pyongyang force it to. 

But of course China has political 
purposes too. It would like to see a 
stable situation on the Korean penin- 
sula, but emphatically not one which 
involved North Korea ending up in the 


Soviet camp — for the Chinese, one 
Vietnam on their borders is more than 
enough. 


To avoid this, as much as to secure 


its own de facto relations with South | 


Korea, is the reason why it is China 
which for the past three years has been 
making nearly all the running in trying 
to get Pyongyang to talk seriously with 
Seoul. 

It is an uphill task; yet Peking must 
be reasonably satisfied with such deve- 
lopments as the unprecedented ex- 
change of homeland visitors of Chinese 
living in North Korea and Koreans liv- 
ing in China, which took place last Sep- 
tember, less than two years after the 
Rangoon bomb blast — which may even 
have helped, perversely, to strengthen 
China's hand by discrediting the 
"gorilla" faction in the North Korean 
leadership. 


Less tangible, but very real, are deep | 


ties of history and even race which link 
China and North Korea. Not only has 
Pyongyang not breathed a word of pub- 
lic criticism of China, however pro- 
voked it feels, but it has continued to 
balance its growing links with Moscow 
by a scarcely smaller flow of visits and 
exchanges with Peking. When the chips 
are down, Kim is an Asian — and proud 
of it. 

Whether the next generation of 
North Korean leadership might be 
tempted to go for the “Mongolia op- 
tion,” however, is another matter — 
which is why China very early swal- 
lowed its objections to the Kim dynasty 
and got on with the job of courting Kim 
Jong Il, thereby stealing an important 
march on the Soviets. 

All in all, North Korea's foreign po- 
licy towards its two major allies has 
been successful, and even — to use 
a word not often arising when describ- 


ing Pyongyang — subtle. Pyongyang's 


finely balanced support for the Soviet- 
backed regime in Afghanistan on the 


one hand and, in Cambodia, loyalty | 


to Kim Il Sung's old friend Prince 
Norodom Sihanouk, as firm as ever 
on the other, is a nice example of 
this. 

Indeed, it may not be too fanciful to 
see in this relationship a model for how 
a future reunified Korea, neutralised 


on Austrian lines, could handle its rela- | - 


tions with all four great powers: not so 


much a shrimp as an agile and skilful |. 


dolphin. — Aidan Foster-Carter 
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Now Korea has built an “ag- — 
gressive” military machine — 
——n border capable of invading _ 
the South, according to the newly _ 


released annual report of the Unit- 
ed Nations Command in Korea. 


In addition, the report charges _ 
that the North Koreans committed 


. 11,000 armistice violations during - 


1985 and that such “provocations” _ 


|J are continuing. It says: “Their es- — 


tablished pattern of behaviour thus — 
provides little hope that their at- — 


fitude will undergo any major - 


change for the better in the fu- of 
ture. Es dl 


4 

The report was submitted to the — 
UN Security Council on behalf of E 
the UN Command (UNC) by US | 
Ambassador Vernon Walters. The _ 
UNC was established under US 
leadership immediately following _ 
North Korea's 1950 invasion of the — 
South. It reports to the Security — 
Council annually on compliance —— 
with the 1953 armistice agree-  - 
ment. d 
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During 1985, the latest report 


says, five meetings were held by the — | 


Military Armistice Commission 


and five repre- 


called Chinese People’s Volunteers, 
who fought alo 
troops during the Korean War. 
UNC charges levelled at North 
Korea during the meetings in- — 
clude firing into the UNC's sector 
of the demilitarised zone (DMZ), _ 
introducing heavy | 
weapons into the DMZ, construct- 
ortifications in the DMZ and 


2 ZA 


South Korean waters last October. —— 
The report asserts that North _ 
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side the North's |- 
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Korea has poised a “massive, for- __ 5 


ward-deployed and offensively - i 
" military force along its — 


southern border. Specifically, it | 


adds, the build-up includes more | 
than 20 attack submarines, 80- — 
100,000 hi 










ghly trained comman- | - 


dos, newly acquired helicopters, | i ; 


more than 100 amphibious craft,  — 
3,000 tanks, 1,500 armoured per- 
sonnel carriers, 1,500 self-propel- 
led artillery pieces, 3,300 towed _ 
field artille 4 

e-rocket launchers. | 
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à ese continued and deliber- | - 
ate hostile actions by North Korea © ? 


. ..undoubtedly served to heighten —— 


tension," the report concludes. — m B ! 
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There is a new game 
on the Korean penin- 
sula, and it is called 
» | talks. The newness is 

—4 striking, and if it has 
| perhaps been over- 

ES stressed that is under- 
s standable. After 30 
years of virtually zero contact — apart 
from the ritualised mutual denuncia- 
tions at Panmunjom, and the false dawn 
of 1972 and thereafter — the contrast 
seems dramatic indeed. 

It is no exaggeration to suggest 
that inter-Korean talks have already be- 
come institutionalised. Even Pyong- 
yang's angry breaking off of all discus- 
sions for the duration of the annual US- 
South Korean Team Spirit military 
exercises has a ritual quality about it. 
They did it last year, after all. Besides, 
Team Spirit coincides neatly with the 
so-called *Loyalty Festival" period be- 
tween the birthdays of Kim Jong Il and 
Kim Il Sung, when North Korean minds 
are turned inwards (and upwards). It 
would be surprising if the now-estab- 
lished trio of Red Cross, economic and 
parliamentary discussions did not re- 
sume. 

Yet it will also be surprising, some 
analysts feel, if anything much comes of 
them. After the initial euphoria (never 
universally shared, on either side), 
there is a palpable scepticism in certain 





- circles both in Seoul and in Pyongyang 


as to whether these talks will deliver 
much of substance. There are two dis- 
tinct reasons for doubt. The more gen- 
eral is that, while the forms and forums 
of inter-Korean competition have 


— changed, the basic nature of the game 


(and the stakes) have not. It could be 
likened to chuldaligi, the traditional 
Korean sport of tug-of-war; in which the 
aim, after all, is to have the opposing 


. side end up in a tangled heap at your 


feet. 

In this sense there is a clear 
continuity between the era of con- 
tacts and the long period of proposals 
and counter-proposals which preceded 
it. | 

Both are highly competitive exer- 
cises, in which each side aims to gain 
substantive or diplomatic advantage. 


. The usual gamut is to make a proposal 
which sounds eminently reasonable, but 


which you know the other side will not 
accept. 

Almost certainly, North Korea’s 
offer of flood aid in 1984 was of this 
character — such that Pyongyang was 
flummoxed when Seoul (after much 
argument in cabinet) accepted it. 

The fact that this incident led directly 
to the present series of talks shows that 


| the stalemate in Korea need not be ab- 
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solute: movement is possible, even in 
spite of oneself. North Korean ships 
really did unload cement and rice in 
Inchon and Pukpyong; they can do it 
again, and of course vice versa. As a 
South Korean newspaper said at the 
time, this was a "precious precedent" 
indeed. But it may yet remain an iso- 
lated one, unless similarly imaginative 
(and risky) proposals arise from one 
side or the other. 

Will this in fact occur? A more 
specific reason for caution, if not pes- 
simism, is political. Both Seoul and 
Pyongyang are acutely, and increas- 





ingly, aware of each other's succession 
problems. 

These feed back upon inter-Korean 
dialogue in complex ways. In Seoul, 
those counselling caution have two ar- 
guments. First, the status quo favours 
the South; its economy streaks ever 
further ahead while the North's stag- 
nates. Militarily too, its qualitative lead 
also increases daily. 

Secondly, Kim Il Sung is going to die 
one of these years, and it would be bet- 
ter to wait until you know who you will 
actually be dealing with in Pyongyang. 
Besides, whoever it is is bound to be an 
improvement. 


he North's view is rather similar. 

Despite a twice-repeated statement 
by Kim that summit talks are possible, 
and rumours of secret high-level con- 
tacts in both Seoul and Pyongyang last 
year, North Korea would much rather 
not deal with the man it continues to ex- 


coriate as the “traitor” Chun Doo n 


: ihe ae paul Cada 
Hwan. ! 

With Chun, as with Park Chung Hee 
before him, North Korea watches the 
progress of the struggle for democracy 
in South Korea closely, and with en- 
thusiasm — and not without sophistica- 
tion. The reasoning in Pyongyang is that 
the campaign for direct presidential 
elections in the South in 1988 may yet 
succeed, and yield a regime which it can 
talk to with little loss of face. Alterna- 
tively, even a smooth transfer of power 
to another Chun-type figure would at 
least mean that Pyongyang knew who it 
was dealing with. 

And vet, paradoxically, these same 
pressures which counsel delay also have 
side-effects working in the opposite di- 
rection. In Pyongyang and Seoul alike, 
the government which eventually pro- 
duces the real breakthrough 
in inter-Korean relations will 
reap a tremendous boost in 
popularity. Chun could do 
with that — even as a pre- 
sent to his chosen successor. 
And so could Kim, to ease 
the handover from father to 
son. 
So there will be conflict- 
ing pressures over the next 
two years. The parliament- 
ary talks will probably re- 
main stillborn because of 
the failure to agree on an 
agenda: Pyongyang wants 
to discuss a non-aggression 
pact — a violation of the 
constitution, in Seoul's view 
— while the South suggests a 
unified constitution. As for 
the Red Cross talks, sensa- 
tional as the family visits of 
last year were, merely to re- 
peat this essentially for- 
malised event will satisfy no 
one. 

At the moment, Pyong- 
yang X professedly wants 
free travel for people to look for lost 
relatives. Seoul is sceptical, both for 
fear of infiltration and a surely legiti- 
mate belief (regarded as stalling by 
Pyongyang) that it would make more 
sense to collate lists and do the paper- 
work first. 

The one to watch, however, is the 
economic talks. There are two reasons 
for guarded optimism here. One is 
North Korea's economic crisis, which 
provides a powerful if unacknowledged 
stimulus to come up with something 
concrete. The other is that this is one 
sphere in which real advance could be 
made without seriously breaching the 
social and political quarantine between 
the two Korean states, with all its atten- 
dant risks. 

Commonsense considerations like 
this, however, have thus far foundered 
on North Korean pride and principle. 
The pride will not countenance any col- 
onial-type exchanges — the North's raw 
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and steadfast: to sort out administrative 
machinery before doing anything con- 
crete; and to do nothing in any case 
which implies the existence of two dif- 
ferent Korean states (“perpetuating the 
division of the country"). The conse- 
quence, in both cases, is a preference 
for joint ventures which Seoul finds per- 
verse and frustrating. 

It will take the kind of imagination 
on both sides which came.up with (and 
accepted) the flood-aid proposal, if a 
breakthrough is to be made. Yet the 
iae are high, and success not impossi- 

P. 


he stakes are even higher, if any- 

thing, in the one remaining forum of 
inter-Korean dialogue. This concerns, 
of course, the 1988 Olympics. 
North Korea manifestly, and 
self-defeatingly, cannot real- 
ly make up its mind how: to 
react to this. First it attemp- 
ted to get the venue changed, 
and found no support. 

Next, it tried to organise a 
boycott by communist and 
Third World countries. This 
too has been conspicuously 
unsuccessful: only Cuba has 
put itself on the line, while 
Moscow and its allies have 
actually started | sending 
sports teams to compete at 
meets in Seoul during the 
past year. 

So Pyongyàng tried. an- 
other tack: the wonderful- 
ly brazen proposal to “co- 
host” the Olympics (com- 
plete with a 50% share of 
the US TV rights). On this, 
there has at least been some 
progress on a very limited 
offer of perhaps two sports 
events being held north of the 
border. 

Is any agreement possible? The 
games are still two years away. 
South Korea, for its part, would 
hate a boycott, but believes that 
Moscow and its allies have their own 
reasons for wanting to come to Seoul 
anyway. 

It would also like to either involve 
North Korea, or isolate it; and involve- 
ment is better than isolation, since it 
minimises the risk of “Rangooneries.” 
Whether South Korea is prepared to 
offer a significant (or seemingly signifi- 
cant) slice of the action sufficient to save 
North Korea’s face is still not clear. 
While the odds must be against this, 
there does exist here in principle the 
scope for the same kind of imaginative 
and far-sighted diplomacy which both 
sides showed in 1984. 

Overall, it is also important to take a 
longer-term view; one which looks for- 
ward as well as backward. The tragedy 
.of Korea's division was perpetuated by 
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for instance. The principle is two-fold, 


— 


it persist, and who willend it? — 
. It persists because both Korean re- 
gimes are extremely stubborn. Both are 
still playing to win (though Pyongyang 
plays rougher). It also persists because 
North Korea, ostensibly mesmerised 
by the presence of US troops, cannot 
yet bring itself to openly recognise 
either the political independence or the 
economic strength of the South Korean 
state. 
And yet actions speak louder than 
words. Even while vitriol against 


years ago a $ 
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Chun continues to pour forth from 
Pyongyang, and even while the dead- 
letter tripartite talks proposal remains 
its official negotiating position, the 
reality is that North Korea has swal- 
lowed its pride and is, in fact, talking 
to South Korea. Seoul should draw 





Soviet skaters in Seoul: boycott unwanted. 


hope from this — and also try to reci- 
procate? Even a token scaling down of 
next years Team Spirit might work 
wonders. 

Of the next step there is, as yet, no 
clear sign. North Korea now needs to 
remember an old Korean proverb, 
Sijaki banidai — "the first step is half way 
there" — and accept that low-key steps, 
like trade, are more realistic than elabo- 
rate structures. 

But it will be a long haul. If they were 
serious in working towards reconcilia- 
tion, one wonders who could actually 
stop them. The real tragedy of Korea in 
the mid-1980s is that the burden of the 
past (and its awful memories) still blinds 
Koreans from recognising their own and 
each other's strengths, and concomitant 
power to determine their own destiny. 
If Korea still remains divided 40 years 
from now, Koreans will have no one to 
blame but themselves. 

— Aidan Foster-Carter 
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Keeping a 
fighting edge 


Seoul begins taking delivery 
of advanced F16 fighters 


By Robert Karniol in Seoul 


A new generation of combat aircraft 
is beginning to appear in the skies 
above the Korean peninsula. But de- 
liveries currently under way on both 
sides of the 38th Parallel should see the 
military air balance continuing to favour 
the South. 

Western intelligence estimates give 
the North Korean air force a numerical 
superiority of nearly 2:1, with Pyong- 
yang believed to have 700-800 
warplanes and South Korea roughly 
450. Seoul is nevertheless thought to 
have the edge in the air due to better 
technology. That should be further im- 
proved with the phased arrival of 36 F16 
Fighting Falcons from the US. 

The single-engine F16 is a multi-role 
fighter, equally suited to handling air- 
to-air and air-to-ground missions. Re- 
cent developments are expected to ex- 
pand its capabilities to include preci- 
sion-strike, night-attack and beyond- 
visual-range interception missions. In 


South Korea, as in the US, it fills the 


tactical spot currently held by the 
much older F4 Phantom fighter, whose 
function is simply air-to-ground com- 
bat. ' 

The first F16 prototype appeared in 
1974, and production aircraft — the 
single-seat F16A and the two-seat F16B 
trainer — date from 1978. An advanced 
version — the single-seat F16C and the 
two-seat F16D trainer — entered US 
Air Force service in mid-1984. 

South Korea had early on tried to 
purchase the F16 but was rebuffed by 
the US administration of former presi- 


dent Jimmy Carter. That changed ata | 


December 1981 meeting between US 
President Reagan and South Korean 
President Chun Doo Hwan, when a 
letter of agreement outlining the 


sale was signed. The political delay | 


in fact allowed Seoul to order the 
improved F16C/D, though deliveries 


were subsequently set back by about - 
a year. South Korea is the first coun- | 
try outside the US to acquire these — 


models. T 
The initial consignment of two air- 


craft was delivered in April, and a |. 


further eight are due before the close of 
1986. Twelve will arrive in 1987 and 12 
in 1988, with the final pair scheduled for 
early 1989. These will be formed into 
two squadrons based at Taegu. The US 
Air Force, meanwhile, has two squad- 
rons of its own F16s — the 8th Tactical 
Fighter Wing, 


with an authorised - 

















strength of 48 aircraft — based at Kun- 
san. 

The first six aircraft will be F16D 
trainers, which can also be used for 
combat missions, and the remaining 30 
will be F16Cs. Most of their pilots will 
have had F4 experience and will only re- 
quire a three-month, 40-flying-hour 
conversion course. Pilots without a jet- 
fighter background normally take a six- 
month, 180-flying-hour course, which 
includes 10 flying hours of introduc- 
tion and 170 of weapons and tactics 
training. The US Air Force is training 
the first batch of South Korean pilots 
and these will instruct the 
rest. 

The F16C/D is a product of 
1980s technology. It has better 
computers than the earlier 
model, better radar and a bet- 
ter cockpit. It also incorpo- 
rates structural changes that 
allow for increased take-off 
weight and manoeuvring li- 
mits. The aircraft even has 
structural and wiring provi- 
sions built-in, which will per- 
mit it to add on advanced 
equipment that is not yet fully 
developed. This means it 
should remain a state-of-the- 
art fighter for some years to 
come. 

That equipment includes 
an advanced medium-range 
air-to-air missile, which can at- 
tack multiple beyond-visual- 
range targets; a low-altitude 
navigation and targeting in- 
frared-for-night system, which 
will provide night attack and 
all-weather capability, and the 
advanced ASPJ jamming sys- 
tem. However, whether South 
Korea will acquire these is as 
yet unknown. 


he ordnance with which 

Seoul will equip its F16s — 
each comes with just one 
20mm cannon — is deemed 
confidential, but the country 
is known to already possess 
heat-seeking Sidewinder and 
radar-guided Sparrow air-to- 
air missiles, both of which 
are suitable for use with the 
F16C/D. Air-to-surface Mave- 
rick missiles, an anti-tank weapon, are 
reportedly on order and these too fit the 
F16. Taegu airbase will, meanwhile, be 
protected by infrared-seeking Stinger 
anti-aircraft missiles, as the US re- 
cently agreed to sell South Korea 133 
launchers and 599 reload rounds, plus 
spare parts and training, for US$57 mil- 
lion. 

Ihe aircraft themselves cost nearly 
US$930 million, plus financing charges, 
which works out to roughly US$26 mil- 
lion each. The package includes the 
F16s, spare parts, training, delivery, ad- 
ministration fees and a bit tacked on for 


F16D: a product of 1980s technology. 


the recoupment of research and deve- 
lopment expenses. It is a government- 
to-government deal, with prime con- 
tractor General Dynamics selling the 
aircraft to the US Air Force, which in 
turn sells them to South Korea. 

A "large portion" of the amount — 
the South Koreans will decide exactly 
how much — is to be financed by US 
foreign military sales credits. These will 
be made available at the US Treasury 
rate, which is the rate of interest paid by 
the US Government for its own borrow- 
ings. Repayment of that sum will be 
spread over 30 years, with Seoul settling 





interest charges alone for the first 10 
years and then paying on the capital plus 
interest for a further 20 years. 

Part of South Korea's foreign-ex- 
change cost is being offset by General 
Dynamics, which has agreed to spend 
US$200 million in the country as a con- 
sequence of the purchase. This is a *vol- 
untary" programme representing some 
21% of the contract’s value. Seoul has 
subsequently made such offsets compul- 
sory for all major overseas military pur- 
chases, setting their worth at no less 
than 50% of the contract value. 

Direct offset benefits, those related 


GENERAL DYNAMICS 





to the F16 itself, include the subcon- 
tracting of some structural parts to 
South Korea’s Daewoo Heavy Indus- 
tries and some electrical work to 
Daeyoung Electronics. Indirect bene- 
fits, those in areas unrelated to the 
product, are expected to touch on 
tourism and auto parts, among other 
sectors. 


owever, it is unclear whether the 

US-based engine-maker Pratt & 
Whitney’s offset programme — it has a 
coproduction, repair and overhaul deal 
with Samsung Precision Industry — is 
part of the General Dynamics 
programme or is a separate 
agreement. 

North Korea has reacted to 
the F16C/D sale by convincing 
the Soviet Union to supply it 
with upwards of 32 Mikoyan 
MiG23 interceptors, which 
Nato calls the Flogger. Pyong- 
yang is acquiring E-type air- 
craft, a lower standard export 
version of the MiG 23-MF, or 
Flogger-B. Ordnance is again 
a mystery, but North Korea is 
known to have at least one 
suitable missile: the Atoll air- 
to-air. 

South Korean intelligence 
indicates that the North has in 
recent years also acquired 
SA2, and perhaps SA3, sur- 
face-to-air missiles and 
SCUD-B  ground-to-ground 
missiles. 

The Flogger-B entered 
Soviet Air Force service in 
about 1975 and is thus itself 
well below the performance 
capabilities of the F16C/D. 
The Soviet aircraft that comes 
closest to a match is the 
MiG29, or Fulcrum, but Mos- 
à cow has been wary of provid- 

sing Pyongyang with such ad- 
vanced aircraft. The MiG23 
nevertheless represents a step 
up from the MiG19 and the 
MiG21, which have so far 
been North Korea's main in- 
terceptors. Its purchase is a 
breakthrough of sorts for 
Pyongyang, which put a dec- 
ade into the effort. 

There is, however, a caveat 
to these potentially sinister develop- 
ments on the Korean peninsula: they 
appear to represent less an all-out arms 
race and more a general upgrading that 
is equally evident elsewhere in the re- 
gion. Thailand has ordered 12 F16A/Bs, 
Singapore eight F16A/Bs and Indone- 
sia, probably, 12 F16A/Bs. Japan is in 
the market to replace its F1 interceptors, 
and China is buying US$550 million- 
worth of American avionics to give its 
F8 interceptors all-weather capability. 
For these countries and the Koreas, 
ageing equipment looks to be the main 
factor at play. Oo 
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Blacks students and 
the tide of prejudice 


By Margaret Scott in Peking 


O ne night last May, Solomon Tardey, 
a Peking University student from 
Liberia, says he was roused from sleep 
and told to report to the police early the 
next morning. Tardey, a 25-year-old 
philosophy student, ended up alone in a 
Jail cell for four days. “[The police] said 
I had contact with a Chinese girl. I said 
having a girlfriend is not a crime. It's 
just nature." After pressure was applied 
by the Liberian ambassador and the Af- 
rican Students Union, Tardey says he 
was released. He was never charged 
with any crime. 

African students say White foreign 
students are not subject to the same os- 
tracism, and are treated as though stu- 
dents from Europe and the US are a 
class above students from Africa. This 
hierarchy, African students say, is most 
visible on the subject of relations be- 
tween African students and Chinese 
women. Members of the African Stu- 
dents Union, which monitors cases of 
African students who have trouble with 
university or government authorities, 
say most of the cases involve Africans 
who have dated Chinese women. 

In recent weeks, a tiny number of 
African students — who together com- 
prise only 0.15% of the the country's 
university students — have focused at- 
tention on the sensitive subject of at- 
titudes towards Blacks. 

To listen to Tardey and other stu- 
dents like him who have been brought 
to China as a sign of good relations be- 
tween their countries and China, their 
everyday relations are littered with ra- 
cial slights large and small. They say 
they are ostracised, the victims of 
stereotypes born of ignorance and irra- 
tional disdain for black skin. 

Many Chinese students, in turn, say 
there are legitimate grounds for some of 
the antagonism faced by African stu- 
dents. They complain that African stu- 
dents live well, courtesy of the Chinese 
Government, while they endure poor 
living conditions. The Chinese Govern- 
ment supplies African and Chinese stu- 
dents with iiving allowances, but Afri- 
can students receive about seven times 
the amount given to Chinese students. 

Whether Chinese or African, the 
students speak in anecdotes of the ten- 
sions between them. The anecdotes 
come easily and often, creating the out- 
lines of a complicated racial rift. 
Perhaps the students are describing the 
growing pains of a traditionally closed 
society coping with outsiders to which it 
is unaccustomed. Perhaps they are hint- 
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ing at racial attitudes in which Blacks 
rank at the bottom of a hierarchy. 
Perhaps they also are grappling with re- 
sentments based on tangible disparities 
in the details of student life. 

African students have been coming 
to China since 1959. Following the first 
conference of non-aligned nations held 
in Bandung in 1957, China was anxious 
to assert a leadership role among de- 
veloping nations and demonstrate its 
support for Black Africa. Scholarship 
programmes to bring African students 
to China became an important element. 

Over the years, the number of Afri- 
can students has slowly grown, but it is 
still a tiny contingent of 1,600 students 


based mostly at universities in Peking, 


African students in Peking: ostracised. 





with a sprinkling in Nanjing, Shanghai, 
Tianjin, Xian and Canton. The number 
of foreign students in China is 3,500. 


O: the years, there have been oc- 
casional outbreaks of hostility be- 
tween Chinese and African students. 
But this year, simmering tensions have 
taken a very public form following what 
began as a skirmish between Chinese and 
African students on 24 May at Tianjin 
University. That skirmish, which turned 
into a five-hour-long rock and bottle 
throwing brawl between a group of 300- 
500 Chinese students surrounding a din- 
ing hall and some 18 foreign (mostly Af- 
rican) gathered inside, has become a 
rallying point for African students 
charging that they face widespread ra- 


cial prejudice. On 6 June, some 200 


rican students held a demonstration in — 


Peking designed, in the words of one 
participant, “to tell the world about ré 
cism in China" (REVIEW, 19 June). 


At Peking University, which has one 
of the larger concentrations of African — 


students, news of the violence in Tianji Uy | 


and the ensuing controversy has spread z: 
illiciting critical responses from some 
Chinese students. 
for them,” says a Chinese student, “they 

are too sensitive about race. Wheneve É 


“I have no sympatl y 


anything happens they don't like, they E 


say it's because we are racist.' 

An undergraduate Chinese woman 
contends that many African students 
behave in a way that provokes the ire of 
their Chinese classmates. “Most of 
them are the sons of high government 
officials. They come here, 
money from our government and they 
don't work hard," she says, citing as à an 
example the fact that African students 
often do not show up at the morning's 
first class, which starts at 8 a.m. 

“They are loud, they à 
ways go around i in a groupa 
they scare me," says anot pei 
Chinese co-ed. Her com- 
plaints and those of some: of 
her classmates often begin 
with the monthly stipend o 
Rmb 180 (US$56.25) given by | 
the Chinese Government ti 
African students (as com n- 
pared with the averge of Rmb 
23 given to Chinese students). | 
Several Chinese students sa y 
it is true that dating betwee 
Chinese and African students 
is frowned upon, and social 
contact with African stude 
in general is not encouraged 
among their peers. 

At Peking University, Af- - 
rican students live in build- 
ings called Shao Yuan which 
house all foreign students and 
are separated from the We 
mitories of Chinese studer 
In the Shao Yuan, studegi ts 
have only one roommate, while Chine ese 
students have four or five. The — 
eign students eat apart from Chinese 
students, and frequently socialise at. 
the nearby Friendship Hotel, a place 
that is off-limits to Chinese. studenti 


or 


Before visiting a foreigner, Chinese stu- | 


dents must sign in with a doorkeeper 
posted at each building in the Shao 
Yuan, and then sign out when they 
leave. . 
African students say they are more 
affected by the segregation than odes : 
foreigners. “I have been here for four 
years, and I don't have any Chinese, 
friends," says Tardey, adding that one 
Chinese student used to visit him at the 


Shao Yuan but quit coming after being | 


harassed by the doorkeeper. J i 
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k Bornott in Tokyo: 


ft ‘obvious signs of 
pan’: S relentless export drive is 
hat, over the years, many Ja- 
| product brands have become 
d words abroad. Trendy or 
‘there are those catchy little 
TV commercials which 
gh quality at competitive 
hout even needing to say so. 
other giant Japanese corpora- 
, Sony leaves the bulk of its export 
rtising in the hands of agencies in 
ntries importing its goods. Many 
e biggest international advertising 
es, such as McCann-Erickson and 
Thompson have branches in 
with only a relatively small 
n contingent. The latter handle 
‘omotion of outward-bound Ja- 
se products, while the Japanese 
leal with promoting goods im- 
-from abroad. Whether dealing 
| anese agencies employing for- 
/CUcles with Ao 






















































































































arah Brickman in | Tokyo 


| groundswell of the “Maine mysti- 
e" began. perhaps 10 years ago. 
"preppie" became the American 
onal fashion statement New Eng- 
ers and their somewhat seces- 
st. cousins, the Down Easters, step- 
rom the frumpy background of 
stocking and bluenose fashion to 
.on the bluebloods from the blue 
s and the blue books; America’s 
tchic. | 

s duck boots gained social cachet 
ugh proximity to the feet of the 
iorous at glitzy restaurants from 
- York to Los Angeles, Freeport, 
. was put on the fashion 
Rome, New York, Freeport one 
d imagine the labels of the future 
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o client is right 
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part, working in Japan first sounds like 
much money for few pages. Those few 
pages, however, all-too often come as 
the endlessly rehashed, bowdlerised, 
creatively stifled and remote- controlled 
fruit of days of hard labour. 

Frustration first comes with the basic 


rule that the client is always right. If this | 
is true internationally, in Japan it is- 


abided by with an inflexibility | that de- 
fies all logic. Japanese agencies are ter- 
rified of crossing a client. One agency 


insisted that I replace any word convey- - 


ing advance and innovation with the 
cliche “state-of-the-art,” clumsily used 
as an adjective. Its clients had had a 
board meeting and the ancient shacho 
(director), a man proud of his English 
accomplishments, had mentioned that 
he "liked" the word. In deference to his 
seniority, no one dared contradict him. 

Another company asked me to come 
up with a catch-phrase for a menswear 
ad scheduled to appear in the US. There 


was as yet no visual, but the slogan had. 
to contain the: notion (written in Eng- 


lish): “In eagerness. the city are waiting 
the arrival of new hero.” Now, one must 
know that in Japanese-English advertis- 


for L. L. Bean: fic. oL Tiebporti] pur- 


veyors of practical, functional goods for 
anglers, hunters and campers. 
Founded by Leon Leonwood Bean, 


Bean's has been selling woolies.to New | 


Englanders for 73 years. The “preppie” 
happening helped spread the already 
well-known Bean name across the US 
and across an ocean — to Japan. 

The “L. L. Bean Boutique,” as the 
wilderness shop is touted here, is a Dis- 


neyland-exact, condensed reproduction | 


of Bean’s Freeport retail outlet. Rough 
wooden shelves display decoys next to 
duck boots, tents are set up for walk-in 
inspection. and clothes lie ascetically 
folded in unpainted, wooden cubby 
holes. The clerks wear what they sell, 


right down to the hunting boots, and. the | 
log cabin interior gives off a slight pine 


scent. An unhewn pole has signs point- 


ing the way to Freeport and other fash- 
ion. capitals like Paris and New. v York. di | 
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ny Japa 
with the langua ê; and even to some 
that are, English can ‘work wonders. 
One large agency once asked me to pro- 
ching of a brand of dispos- 
ibleware, made of'a new 
kind of plastic. There were no samples, 
no photographs and no visuals. The 
dishes were for.throwing away, and. 
while the clients wanted to say as much, 
they proscribed | the words “plastic,” 
“disposable” and "throw-way." With a 
brief containing. only the words “ele- 
gance of plate" and "lovely dish," it was 
not clear whether all this was for new 
false teeth or a beauty contest. 









W hen I pointed this out, the account 
executive was in obvious agony. — 
He couldn't bring himself to be rude 
enough to tell the client that he had 
omitted to provide enough information 
to write the copy. In the end the copy- 
writer was left to dress up the perfectly 
obvious functions. of tableware as re- 
markable benefits.. _ 


okyo, itis baffling. 
; boutique’s chichi 
es, are astronomi- 
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“About 85% of Bean’ s bottom line i is. 
garnered from catalogue sales. Until 
fairly recently the Freeport store was lit- 
tle more than a dimly lit warehouse - 





smelling of canvas and with the clack- 


ety-clack of machinery floating up from 
between the slightly gaping floor 
boards. 


Te” the retail outlet has the look of 
a highly varnished log cabin. There 
are dressing rooms, clothes. bordering . 
on. the. fashionable and souvenirs. 
Bean'sis open 24 hours a day, 365 daysa . 
year and it is a. pleasant. picnic-lunch _ 
drive from. Boston so ? tourists, as much - 
as the angler n » account tor 
the 15% shhowre | s 


































































the gold medal Bourbon 


enjoved 


under the city lights 


A major gas mani fetori T aned 
copy for one of its domestic ovens. The 


visual had already been prepared, col- 
ourfully manifesting an assumption of 


middle America's familiarity with such 
culinary delights ^as ^ chawan-mushi, 
which was unappetisingly transcribed in 
the English paste-up as “fish custard.” 
“Don’t you think," I’said, “one could 
change (he visual a little bit?" The exe- 
cutive sucked air through his teeth and 
scratched the back of his head, meaning 
no. He went on with a 10-minute 
explanation of the oven. It could steam, 


bake and toast, was ideal for fat-free- 


diets, far better than microwave, of 





Back in 1980 one of the "tourists" 
who happened by Bean's was a Japan- 
ese buyer from Sony Plaza, the import- 
ing arm of Sony Corp. He was some- 
thing of a nature buff and had heard of 
Bean's while on earlier buying trips 
through New England but actually 
found Bean's by accident, according to 
Yoshio Maki, manager of Sony Plaza's 
international. trade department. The 
buyer was taken by the quality and 
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compact size, elegantly designed and 
simply wonderful. “Ah,” I said with 
some relief, "This is for the main text." 

"Oh, no," said the dismayed account 
executive, "this is just for the catch- 
phrase. All vou do is simply put the idea 
into no more than three words." 


peset years of superficial inter- 
nationalising, foreigners continue 
to perplex the Japanese. H Japanese ad- 
vertising on the domestic market is as 
bland as everyone else's, the best is out- 
standing. But the bulk of advertising for 
the foreign market, when created on Ja- 
panese soil, is stolidly unadventurous. 
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“wholesomeness” of Bean’s products 
and Sony Plaza began to import small 
quantities into Japan, Maki said. 

Kilton Andrew, manager for public 
information at Bean's, seemed a little 
unclear about the details of the "L. L. 
Bean Boutique" and its relationship to 
the Freeport store. 

According to Maki, Sony imports 
US$450,000 worth of Bean's goods into 
Japan each year. Until six months ago 





Rather than ‘ 
with Western taste. the client 





upon safe old-hat formulas. Moreo 
when it comes to positioning the 
duct abroad, they are often in 
dark, 
Having seen commercials for Par 
and Marui department stores or f 
Suntory liquor, one might suggest ad: 
tions of bold new Japanese associati 
advertising techniques (commerci: 
which do not show the product b 
which are so eye-catching that one 
tains the product through associa 
with the maker's name). To a st 
company executive, new-fangled . 
panese advertising techniques, regret 
ble though they may be, are for t 
benefit of the new- fangled Japane: 
how could benighted foreigners po 
bly understand such things? 
In the end, copy and visuals are : 
variably rehashed as many times as ! 
uired for the clients to decide w 
they don't want. Decades behind : 
times, many concepts emulate tr 
family i images, targeting a dowdily dre 
ed, largely imaginary middlebrow 
dle class, a reality only in the most re: 
tionary Midwestern bible belt. Ratt 
than involve themselves with a lo 
opinionated foreigners to conduc: 
per market research, many Jap 
prefer to play what they think is safi 
All this drew to a painful head d 
a lengthy campaign for three lowi 
range electronic keyboards produced 
a well-known musical instrument i 
facturer. The products duly arrive 
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there were 14 Bean's boutiques in 
ous Japanese department stores. Th 
have since been consolidated int 
large store and sales have rem 
stable. Maki said that the typical B 
customer in Japan is a 20-yea 
urban male and that the hottest itei 
order of profit, are "field cots, 
boots and tote bags." While Japan 
have day hikers, campers are a ra 
breed and Maki could not think of w 
was doing what with Bean's cots. 
If imitation is indeed the sin 
form of flattery, a Japanese nooc 
maker has honoured Bean's in a. 
unique, very Japanese fashion. As M: 
related the tale, a noodle company © 
cutive who, like the Sony Plaza e 
tive, stumbled into L. L. Bean. 
Freeport, was so taken by the aura 
the Maine store and the fact that its pi 
ducts were available in Japan that- 
wanted to use Bean’s goods in a- 
tomer promotion for his nood 
Acording to Maki, Bean's, after bi 
approached, suggested that the gi 
away was not in the Bean spirit of me 
chandising. The noodle maker did t 
next best thing however and, 
Bean's distinctive Cheltenham tyr 
face, brought out "L. L. Noodle 
spiced instant noodles in a styrofoé 
cup. : 













sounds of well-loved animals. The 
foreign contingent at the agency natur- 
ally assumed that the product was for 
children. Afraid of losing prospects, the 
executive from the firm's international 
division was miffed. The rough copy 
as returned fuming over the FAX with 
the following comment: "No. Not for 
children. Everyone can enjoy.” 

- So for children or not, the final ad- 
ertising copy announced “Miaows like 
‘at, barks like a dog — even tweets 
ke a bird!” The executives were 
leased: here was fun for everyone. 
‘hey even found it in them to overlook 
he fact that the “bird” voice on the 
nished keyboard finally went “Cuc- 
00” and not, as the copy promised, 
tweet.” | 








n fact they liked the copy so much that 
they commissioned a promotional 
ideo. But out of an array of possible 
umorous subjects, they went for one 
taged in an office. The one which, 
ome hell or high water, left no room for 
hildren. Then again, the depiction of 
adults behaving childishly is a trusted 
ormula in domestic Japanese advertis- 
ng. Casting, shooting and editing was 
o be handled by a large video concern 
1 Toronto, the final script was ap- 
proved and the airfares bought. The day 
efore our departure, the music firm's 
executive called with some new deve- 
lopments. One, the budget was sliced in 
alf. Two, after endless meetings, they 
ad reconsidered some of those wild 
oreign suggestions and were pleased to 
nnounce: ^Please include children 
playing the keyboards. " “But it's an of- 
fice — you can't have children in an of- 
fice." "People in the office can be 
dreaming about children.’ 

' The Canadian side, understandably 
furiated by this “slight change” and 
last-minute budgetary deflation, 
evertheless hastily produced two kids. 
They were making an effort; they 
looked forward to better accounts from 
his renowned firm in the future. Three 
ideos had to be shot in half the time, 
nd the overall panic was such that the 
Canadian production manager walked 
out. Attending an ice hockey game to 
forget it all, he was too preoccupied to 
duck from a ball whacking his face with 
a force dictating several stitches. On the 
final day of shooting, I was with the very 
jittery Canadian director when he 
hanced to meet his analyst in the street, 
and they made an emergency appoint- 
ent on the spot. 

The videos, with their illogical in- 





sense at all. Nevertheless, the products 

sold well. What this tends to prove is 

hat the quality of Japanese exported 
goods is such that advertising — good, 
bad or appalling — has become virtually 
su 
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rusion of children, naturally made no | 


POETRY — 


Death of an artist 


Salvaged Poems by Emmanuel Lacaba. Salinlahi Publis ng 


(US$2.75). 


P 1976, in.à remote barrio in Minda- 


nao, Philippine poet-turned-revolu- 


tionary Emmanuel Lacaba was, along 
with three other dissidents, ambushed 
Rd a military patrol led by an informer, 

erstwhile 


two were forced to march outside the 
barrio where they were, in the peculiar 
terminology of the martial- law era, “sal- 
vaged.” (The title of this 
posthumously published | 
collection, by the way, 
was thought of by the poet 
himself, before the word 
came to have its particu- 
lar grisly meaning.) 

The first to be disposd 
of was the mother-to-be. 
When. it was Lacaba's 


of the commanding ser- 
geant, the former com- 
rade put a .45 pistol 
to Lacaba's mouth and 
pulled the trigger. Thus, 
at the age of 27, less than 
two years after he had | 
joined. the New Peo- 
ple's Army (NPA), Laca- 
ba's skull was shattered 
by a betrayer's bullet. 
The poet's ankles were 
then. bound. by rope, 
and his body dragged 
along until the soldiers 
reached the town of. 
Tagum, where the four 
corpses were buried in a common grave. 
Lacaba’s road to this particular 
Damascus may have come as a surprise 
to many who knew him, or thought they 
did. Eman — as he was known to friends 
— had acquired a bohemian reputation 
during his cafe-going days at the now 
defunct Los Indios Bravos, a favourite 
watering hole of Manila's artists, hip- 
pies, and intellectuals in the late 1960s 
and early 1970s. Like many of his coun- 
terculture peers, Eman experimented 
with hallucinogenic drugs, and dabbled 
in the mystic and occult arts. He also 
frequented Mt Banahaw, a sacred place 
to different messianic sects; taught for 


a brief period at the University of. 
the Philippines; acted on stage. and. 
did some writing for the screen. In 


short, Eman's public and artistic per- 
sona was the sort that reinforced the 
image of the poet as a free spirit, an Ariel 





comrade-in-àrms — of 
Lacaba and his companions. Two of the - 
rebels. were killed after a brief but furi-. 
ous firefight while Lacaba and a preg- 
nant 18-year-old were wounded. The 


-ing the First. Qu rer’ 
ilai in the late 1960: 


Jose F. Lacaba (Eman's older 
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of society witht a strain of decadence. 
But there was another lesser-known 
side to Eman, one that manifested his 
activist social-issue oriented self, a per- 
` fect complement to the me ditative lyric 
- from Mic 








pest who kept. his distan 
ody politic. 





heady days of s 






joining . a ee ee alliance and 
manning picket lines. It would only be a 
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Lacaba: willing martyr. | - DL MR MEG 





matter of a few years before the activist 
poet, like Byron, decided to cast his lot 
in favour of liberation war. Unlike 
Byron, however, Lacaba was joining his 
own people's struggle against a feudalis- 
tic system brought to repressive heights 
by the Marcos regime. 
The transformation from a self-de- 
scribed, “wild but shy young poet" to a 
“people’ s warrior” with pen “blown up 
to a long-barrelled gun" didn't mean the 
death, or even the subordination of the 
poetic self but rather its fusion with the 
activist self. In a comparison Eman 
would surely have appreciated, the Yin 


and Yang of his being, Snelly struck | a 


balance. ; 

In his intr 
| prehensive collect 
ished and: unpublished. works. itichud- 
ing translations from Cuban a 
: brother 
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. and himself a well-known poet, screen- | Ve are homeless and all ho nes are | tatory Pateros Blues already shows his | 
writer, and former political detainee) ours. fascination with death: m ORI 
notes that even when Eman was in the We are nameless and all names are All I the brat of eight, the brat of | — 
bush, he never ceased to write. When he Ours. death m 
ran out of paper, he would use cigarette To the fascists we are the faceless itched to write were elegies. One for E 
tinfoil. Of course, given the nature of a enemy the bitch among three dogs at home 
peripatetic life, Eman was not as prolific Who come like thieves in the night, I stroked the most: the summer even- 
as during his bohemian days. But the angels of death: i 
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seven poems that make up the book's 
last section, “Mindanao,” written after 
he had joined the NPA, are among his 
best works. An inner conviction fires 
them, the craft is sinewy, and the lyri- 
cism reveals a vision of self and of socie- 
ty grown simultaneously simpler and 
more profound. 

Five are written in Tagalog and two 
in English. They deal variously with rev- 
olutionary transformation (his own and 
society's), the awakening of the masses, 
self-sacrifice, the death of a comrade, 
and X institutionalised , oppression. 
Thankfully, there is a blessed lack of 
agit-prop jargon that renders most of 


Um 


PS 


so-called revolutionary poetry neither 
revolutionary nor poetry. 


quee seven poems are moving, but 
it is Open Letters to Filipino Artists 
that really shines. Written over a period 
of seven months, the three-part work 
gradually builds up to a soaring lyricism 
that is deceptively simple. There is little 
artifice here, no allusions or obscuran- 
tist réferences, no display, except for a 
mention of “a brown Rimbaud" and the 
use of a Robert Frost metaphor, of 
bookishness. In short, the standard fea- 
tures of the modernist landscape, re- 
sorted to frequently by Lacaba in earlier 
works, no longer dominate. A true 
work of art, the poem has a direct im- 
act that belies its depth. The third and 
ast section I quote in full: 
We are tribeless and all tribes are 
ours. | 
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NPA guerillas: inspiration for Lacaba's best poems. 


The ever moving, shining, secret eye 

of the storm. 

The road less travelled by we've taken — 

And that has made all the difference: 

The barefoot army of the wilderness 

We all should be in time. 

Awakened, the masses are Messiah. 

Here among workers and peasants, 

our lost 

Generation has found its true, its only 

home. 

In contrast, many of the earlier 
poems, as with those of any beginning 
poet, reflect a self-conscious attempt at 
literary sophistication and profundity. 
Such poems as contained in the sections 





“The Young Zoroaster” and “Icarus” 
are Clever and literate but they do not 
startle. Unlike most young poets, how- 
ever, Lacaba was rarely sentimental, 
and he could conjure up sharp, unusual 
and disquieting images. For instance The 
Foreigners — an early work, referring to 
himself, a Dane and two Italians in 
Washington DC — ends with the quar- 
tet on the way to their lodgings, passing 
... . à closed and dark apartment; 

Guitars inside sang Hanukkah: 

We stiffened like diplomats 

Called by nature at dinners of state. 

Lacaba was by instinct a lyric poet 
and when he steered clear of literary af- 
fectation and put-on complexity, he 
could write the crisp haiku-like Poem: 

In puddles and rivers 

Pebbles hit bull's eyes 

Before targets are drawn 

Drawing from his own life, the incan- 


ing toast » 

ofi all Pateros mongreldom. The next 

town's camp of soldiers drowned her 

crisper bones 

with coconut wine. . . » 

This is not to say that Lacaba was un- 
able to handle the artifice of stylistic de- 
vices. But given his celebratory rather 


tid 


than cerebratory bent, the densities of | 


modern poetry worked best in his case 
when the lyric tone was dominant, In 
this regard the Tagalog Orasang Patay 
(Dead Watch), part of the section “Ang 
Pasyon Mahal ni Popoy Dakuykoy” 
(The Sacred Passion of Popoy Dakuy- 
koy) stands out. Published when the 


poet was 20, the poem bursts with | - 


youthful poetic energy that overrides its 


moments of unevenness. Alliteration, | - 


internal and end-rhymes, nursery and 
nonsense rhymes, Spanish, English, 


Tagalog, Tagalog-English (or Taglish), | 
puns — all are interwoven, often in a |. 


playful spirit in a work that is at once 
sacred and secular in tone and content. 


It is as though Lacaba put every liter- 


ary trick he could think of into one bag. 


In the hands of a lesser poet, the poem - 


would have just disintegrated into 
shards of cleverness. Even the 


from Gerald Manley Hopkins’ The Wind- 


hover, T. S. Eliots The Love Song of — 


J. Alfred Prufrock and the intermittent 
use of the disaffected alienated tone of 


20th-century everyday conversation | 
employed by Eliot in The Wasteland fit Y 


right into the poem's baroque scheme. 
The intense energy, whole-hearted 

enthusiasm and lyricism of the poem are 

the same qualities that mark his best 


works, the very same ones that propel- | 


led the poet, once he had assumed the 
role of activist, to take up arms. As the 
elder Lacaba states in the introduction 
^... for Eman wading was not enough. 
He immersed himself totally in the 
labour movement, and afterwards he 
moved on to what activists call the high- 
est level of struggle." There was also 


Eman's fascination with death, clearly | 


evident in the “Death Cycle" section, to 
which the earlier quoted Pateros Blues 
belongs. 

It would be a mistake, however, to 
interpret this morbid fascination as a 
death wish. The fascination sprang from 
a being who, loving life, was endlessl 


intrigued by its opposite. And when it E 


struck him that the rest of Philippine so: 
ciety loved life no less but that the 
majority of people was struggling to 


keep alive, he knew it was not enough - 


just to write. Ten years before it became 
fashionable, Emmanuel Lacaba be- 


uotes | 


came an advocate of, and ultimately a 


willing martyr for, people power. 


— Luis H. Francia 
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| which is likely to amount to around 40 
| tonnes, and a further 50-60 tonnes 
. recovered every year from scrap. 
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The strong yen sets off a buying spree 






Japan goes for gold 


boom which could result in Japan al- 
most doubling its imports of gold for 
“private use" in 1986. 

. Combined with the Japanese Gov- 


. ernment's decision to buy 200 tonnes of 


gold for a special issue of coins to com- 
memorate the 60th anniversary of the 


| emperor's reign, the rise in “private” 


demand could have even more far- 
reaching effects. According to one 
source, Japan's gold purchases this year 
on overseas markets could reach as 
much as 500 tonnes, compared with last 
year's total of just under 200 tonnes. 

If imports really reach this level, 
Japan's 1986 consumption will account 
for roughly 40% of the probable output 
of the five major gold-producing coun- 
tries (South Africa, the Soviet Union, 
Canada, the US and Brazil). This leaves 
aside domestically produced gold, 


The surge in Japanese demand is not 


- expected to produce a major impact on 


international prices in the immediate fu- 


ture since several producers, including 
the Soviet Union, seem poised to in- 
 erease output. However, higher gold 
| imports could do something to dent 


Japan's global trade surplus during 


1986. They could also emerge as a very 


major item in trade with the EEC, given 
the role of European intermediaries 
with most of the gold that changes hands 
in international markets. 

During 1985 Japan's imports of gold 


= held almost steady at the 1984 level of 


around 185 tonnes, according to Fi- 


 nance Ministry figures. But shipments 
started rising rapidly early in 1986, 


reaching 76.6 tonnes in the first three 


months of the year. Then imports 


surged to 59 tonnes for the month of 
April. Although gold imports into 
Japan reflect demand by the electronics 
industry, as well for dentistry and other 
specialised uses, private purchases 


. through banks, department stores and 
| even supermarkets seem to have been 


by far the biggest factor behind the sud- 
den takeoff in demand. This in turn re- 
flects the fact that the yen revaluation 
has brought down domestic gold prices 
sharply, even while the dollar-denomi- 
nated world price has crept upwards. 
At the beginning of 1986 gold was 
being sold by specialist gold retailing 


| outlets in Tokyo and Osaka at around 


E vu 
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Gold buyers: new breed of bull. à 


¥2,190 (US$13.11) a gram, nearly 
3€ 1,000 more than in the late 1970s. But 
by early May the price had: dipped 
below X 1,900 a gram for the first time 
since 1979 and, on 13 May, retailers in 
Tokyo marked their stocks down to 
what Japanese consumers evidently saw 
as the attractively low price of ¥ 1,840. 

During the past three weeks gold 
prices have crept up again marginally in 
line with a modest revival in the dollar's 
yen-denominated exchange rate. How- 
ever, the dollar's recovery is not expect- 
ed by most experts to continue for more 
than another couple of months, and 
perhaps not even to outlast Japan's dou- 
ble elections to the upper and lower 
houses of parliament, scheduled for 6 
July. If this expectation proves correct, 
yen-denominated gold prices should 
start falling again shortly, perhaps 
touching another seven-year low some 
time in the early autumn. 


he swift fall in domestic Japanese 

prices since the closing months of 
1985 reflects the fact that gold (unlike 
some other imported consumer goods) 
is one item that responds instantly to 
shifts in the yen exchange rate with 
major retailers adjusting their prices at 
least once a day, and sometimes twice, 
when the dollar moves sharply. How- 
ever, falling consumer prices have not 
been the only major factor behind the 
boom in private consumption. Almost 
equally significant, according to 
Tadashi Takeda of the Japan Gold 
Dealers Association, has been the 
drive to diversify savings “instruments” 
which became a noticeable feature of 
Japan’s financial markets when interest 
rates began falling at the start of 1986. 

Gold has benefited from the search 
for new investment destinations during 
the past six months or so in much the 
same way, Takeda believes, as domestic 
real estate or even golf-club member- 
ships (a resaleable “instrument” that is 





especially popular with top-level Japan- 
ese businessmen and politicians). It also 
has some merits of its own. Unlike golf- 
club memberships, gold has the ádvan- 
tage of being available in small units, as 
well as being easier to trade if and when 
the investor needs to realise his assets. 

Private Japanese individuals have 
been able to buy gold over the counters 
of banks and securities companies in 1- 
kg, 500-gram or 100-gram ingots since 
Japan's domestic gold market was 
liberalised in 1982. Smaller ingots as 
well as gold in the form of coins or 
jewellery can be bought through spe- 
cialised gold stores such as Sumitomo 
Corp.s wholly owned subsidiary, 
Oriental Gold, while Ito-Yokado, the 
major superstore company, sells ingots 
through 23 stores around Japan. 

A form of gold acquisition whose 
popularity has boomed in the past year 
is the Gold Investment Account, a spe- 
cial savings instrument originally 
popularised by Sumitomo Bank but 
now available through all Japanese city 
banks and securities companies, which 
allows investors to purchase gold with 
the guarantee of re-purchase by the 
bank or securities company at the end of 
a one-year period. i 

Under the standard form of gold re- 
purchase agreement, the bank pays a 
premium at the time ot re-purchase 
which is based on the current Euroyen 
interest rate. This provides the investor 
with access to a floating international 
rate of interest which is often (though 
not always) higher than the fixed in- 
terest rate available on one-year bank 
deposits denominated in yen. 

A further attraction of the Gold In- 
vestment Account is that gold bought or 
sold from a bank is classified for tax pur- 
poses in the same way as any other 
transaction involving private property 
and is therefore tax free, at least up to a 
point. According to Japan's laws, taxes 
incurred on the first *500,000 of profits 





earned from the resale by a private indi- 
vidual of personal property can be de- 
ducted for income tax purposes. In 
terms of the total amount of money in- 
vested (rather than the return at the end 
of one year) this means that investors 
can hold up to ¥11 million of gold with- 
out having to pay tax on their earnings 
— or almost as much as is available on 
all other forms of tax-exempt savings. 
Investors seem to have been slow to 
grasp the tax and interest-rate advan- 
tages of the Gold Investment Account 
following the introduction by Sumitomo 
Bank of the first gold account in late 
1983, but from the middle of 1985 on- 
wards the market is believed to have 
more than doubled. Sumitomo esti- 
mates current outstanding balances of all 
gold accounts managed by banks and 
securities companies at over ¥ 1 trillion. 


he bulk of the physical gold corres- 

ponding to this amount is actually 
held outside Japan by the overseas 
branches of Japanese banks which in 
turn purchase the gold from trading 
companies. This means that the boom in 
Gold Investment Account deposits has 
been only partially reflected in imports. 

Gold specialists at major trading 
companies such as Sumitomo and Mit- 
subishi as well as at the Japan Gold 
Dealers Association (the body which 
represents the nation's 33 specialised 
precious-metals dealers) are wary of 
predicting how long the current boom 
will continue or to what extent demand 
from Japan might eventually influence 
world market trends. 

However, available information on 
the cumulative level of gold holdings 
suggests that there may be quite some 
way to go. According to a study con- 
ducted in 1984 by Nomura Securities 
Co., gold accounted for 0.35% of the as- 
sets of Japanese private individuals 
whereas the equivalent ratios for the US 
and West Germany were 0.58% and 
1.59% respectively. 

A rise to at least the US level of 
gold holdings as a percentage of total as- 
sets is regarded as likely by Japanese 
specialists, but this is not the only 
reason why the market seems to have 
long-term growth potential. Equally, if 
not more important, is the fact that the 
investing public now includes ordinary 
people, such as office workers and 
salarymen and even “office ladies” 
(young unmarried women working for 
large companies). This is in contrast 
with the situation in the 1970s when 
most gold buying was done by a handful 
of wealthy individuals. 

For the Japanese traders and special- 
ist dealers who dominate the gold mar- 
ket, the 1985-86 boom is already pro- 
ducing an important impact on turn- 
over. Sumitomo estimates, for exam- 
ple, that its gold transactions are cur- 
rently worth some * 1.2 tillion a year or 
8-9% of its total turnover of just over 
¥ 14 trillion. R) 
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Tight-fisted Tokyo 


Japan's aid disbursement falls far short of target 


J apan's attempt to double the value 
of its foreign aid over a five-year 
period ended rather dismally in 1985 
with a 12% fall in the value of aid dis- 
bursements from the 1984 level, a some- 
what crestfallen Foreign Ministry has 
been forced to announce. The 1985 fig- 
ures bring total disbursements over the 
five-year period (1981-85) to US$18.07 
billion, more than US$3 billion short of. 
the target of US$21.36 billion, which 
would have represented twice the 
amount of aid disbursed in the five years 
up to 1980. 

Even more embarrassing, aid has ac- 
tually declined as a percentage of gross 
national product. In 1980, overseas 
development assistance (ODA) dis- 
bursements were equivalent to 0.32% 
of GNP but by 1985, this had fallen to 





0.29%. Both figures are below the aver- 
age for member countries of the 
OECD's Development Assistance 
Committee as well as far below the 
target level of 0.7% set by the Pearson 
Committee on ODA. 

The decline in 1985 disbursements 
almost certainly means that Japan has 
fallen back into third place among aid- 
giving countries behind the US and 
France. French aid, which amounted to 
US$3.79 billion in 1984 and probably 
slightly more than that in 1985, includes 
handouts to overseas metropolitan ter- 
ritories and is thus not strictly compara- 
ble to the foreign aid dispensed by 
Japan. This does not alter the fact that 
Japan’s loss of ranking as an aid donor 
coincides awkwardly with its emergence 
this year as the world’s leading creditor 
nation. 

Foreign Ministry officials pointed 
out that a 34% fall in the value of 





multilateral aid, following two years of 
rapid increase caused by special con- 
tributions to the World Bank and the 
International Development Associa- 
tion, was the main reason for the fall 
in 1985 disbursements. Bilateral aid 
rose by 5.3% during the year to 
US$2.55 billion but, within this total, 
yen loans rose by only 0.6% while 
grants were up an impressive 11.4% 
over 1984 levels. 

The sharp increase in the value of 
grants in 1985 reflects the new stress 
placed by Foreign Minister Shintaro 
Abe on assistance to Black Africa. The 
slow growth of yen loans (following an 
actual fall in the 1984 disbursement 
total) was caused by difficulties at the 
receiving end, officials claim, rather 
than any reluctance on the part of Japan 
to put up funds in the first 
place. 

During 1984 and 1985, 
many recipient countries 
experienced problems in 
funding the local compo- 
nents of aid projects fi- 
nanced by yen loans. This 
resulted in delays in the 
disbursement of aid, since 
Japan operates under a 
fairly stringent set of rules 
governing the ratio of aid 
to the overall cost of a pro- 
ject. 

Foreign Ministry offi- 
cials estimate that some 
¥1.6 trillion (US$9.6 bil- 
lion) of loan funds that had 
been committed to reci- 
pient nations remained un- 
used at the end of 1985 asa 
result of local financing 
problems. The countries 
which experienced difficul- 
ties in providing matching 
local funds for Japanese aid included In- 
donesia, Thailand and Malaysia. 

Japan is now studying the possibi- 
lity of making yen loan funds available 
to cover local as well as foreign-ex- 
change costs of aid projects. Hitherto, 
this has been done only in exceptional 
cases. 

This year marks the start of a new 
“medium-term” aid doubling pro- 
gramme under which Japan will try 
to raise the total value of ODA over 
the next seven years (1986-92) to more 
than US$40 billion. The revaluation 
of the yen, which has automatically 
increased the dollar-denominated value 
of yen loans and grants, should help 
to get the new programme off to a fast 
start. But officials admit that many 
aspects of the aid programme may have 
to be overhauled before the target 
can be considered attainable. - 

— Charles Smith 
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By Hamish McDonald in Sydney 


hile metal producers worldwide sit 
FW out the long recession and wait for 
eir weaker competitors to bow out, 
ustralia has seen the apparent 
aradox of depressed prices and gloomy 
forecasts resulting in a sharp rise in pro- 
duction to record levels. 
~- Recent months have seen Western 
lining Corp. (WMC) and BP Australia 
ecide to go ahead with their A$500 mil- 
on (US$351 million) copper-uranium- 
gold mine at Roxby Downs in South 
ustralia, which will eventually add an 
xtra 55,000 tonnes a year to world cop- 
er supply. Broken Hill Proprietary Co. 
BHP) and its partners have moved to 
ring the troubled Ok Tedi copper-gold 
project in Papua New Guinea into full 
roduction within two years. BHP itself 
‘bullish about its Escondida 
pper deposit in Chile, ac- 
red with its takeover of the 
tah coal group. 
In part this negative supply 
asticity has been due to the 
0% depreciation of the Aus- 
alian dollar since early 1985, 
hich has given an effective 
rice rise in domestic currency 
nce almost all metal exports 
re priced in foreign curren- 
es. This has far outweighed 
le exchange loss on foreign 
orrowings (still mostly un- 
lised), estimated by the 
ustralian Mining Industry 
uncil at more than A$1 bil- 
on in total. 
It also shows that in cop- 
, at least, the shake-out of 
gh-cost producers has occur- 
| ; chiefly in North America. One 





nct the ability to buy second-hand 
ling plant in the US at a rock-bottom 


In Australia, the price effect is not as 
ogical as it might seem. Miners have 
€ all out to cut costs of production 
in many cases lower unit costs have 
en achieved by increasing output. 
> desperate situation has stiffened 
backs of mine management in seek- 
g enhanced productivity from work- 
5, while wage growth and strikes have 
oubtedly | been kept down during the 
t three years by Prime Minister Bob 
awke’s “accord” with trade unions. 
Finally, there is what might be called 
d-plating. The ability to extract even 
grades of gold frm ore bodies 
ough modern processes greatly en- 
ces lacklustre earnings from base 
als. Often the gold is yielded up in 
e early years of production, most not- 





















rices down, output up 


ustralian metal production appears to defy economic. gravity 


ably in Ok Tedi, boosting cash flow 
when capital servicing is highest. 

Even where gold is not produced 
conjointly with other minerals; miners 
are éxpanding their gold operations. 
Relatively high gold prices (boosted by 
the currency realignment), modern 
geological techniques, open-cut extrac- 
tion, and efficient milling have created a 
gold boom in Australia. As well as 
greenfields exploration, miners are 


going back to old workings, especially | 


around Kalgoorlie’s "golden mile." 
Production more than doubled over 
three years to 57.5 tonnes in 1985 and 
could exceed 100 tonnes by 1988. 
Beyond gold, Australian mining is 
undergoing further diversification into 
precious and rare minerals. Diamonds 


1985* 


- 274,408 


from the AM ^n Mine in the Kiniberiey 
region of Western. Australia, | rutile 
(titanium), zircon and other mineral 
sands have lifted mineral exports. Coin- 
cidentally, in all these more- precious 
minerals Australia has South Africa as 
its principal competitor: its political 
troubles have undoubtedly enhanced 
interest in Australia. To complete the 
picture, Australian miners are explor- 
ing feverishly for platinum, with some 
encouraging prospects reported... 

Diversification means that none of 
the big established mining companies 
face extinction. should the gloomier 
school of thought prevail (that struc- 
tural change in demand will see a lessen- 
ing intensity of metal use, counteracting 
any bd opino in demand and 





The Hill besieged: page 60 
Downstream eddies: page 61. 









REMEWTASLE by Andy Tang 


Aberfoyle's ti 








soon, the. co ; 
new “vel lead Pie gold deposit in Tas- 
mania. e 

Mount Isa Mines (MIM) has had one 
of the toughe st experiences: With prices 





down for its traditional copper, lead and 
zinc products from Mount Isa, MIM 
completed a A$h 3 bi 
steaming coal mines, , with sales con- 
tracts priced in Australian dollars and 
borrowings in US.dolla 
Australian dolla then energy prices 
both fell. Debt weled A$380 million to 
A$2.1 billion. Qn T of that. MIM also 
succumbed to ilion “gree 
mail” to buy raider Robert Holmes à 
Court out of US shareholder Asarco 
Inc... | 
With gearing (debt- ‘o-equity) nearly 
150% MIM has trimmed costs back on 
metals to achieve a profitable margin on 
copper (about-A f the A$2,100 a 
tonne received) and seems secure in 
what partner Donald Kirkwood of 
Brisbane stockbrokers Wilson and Co. 
called "profitless prosperity." 
But MIM too has a gold stand- 
by in its one-third share. of 
Papua New Guinea's rich Por- 
gera discovery (REVIEW, 24 
Apr.). 



































Fè dhalysts see any early 
price relief for companies 
Ost share 1 the 








view 
tralia 
Rod: 





) chairman Sir 
pie that sup- 





early i in the 1990s E (Review, 8 
May), though. some see the 
oil-price © collapse creating 
strong industrial economy 
growth that will bring. the. re- 
_ covery forward. 

Industry analyst Colin 
Ramsay of Sydney stockbrokers Meares 
and Philips cautions: against. this hope. 
Historically a close inverse relationship 
existed between the oil price and metal 
consumption rather than price. "Our 
view is that lower oil prices and interest 
costs should increase consumption of 
base metals but will not necessar ily | lead 
to greatly improved metal prices,” 
Ramsay. commented ina recent industry 
review. “These are unlikely to increase 
significantly until inflationary pressures 
begin to build up again, possibly to- 
wards the end of the « ecade." | 

Ramsay said this suggests the best in- 
vestment prospects are companies with 
more exposure to the precious and rare 
minerals offering high margins (gold, 
mineral sands, uranium, platinum, and 
diamonds) and less to base metals. A 
new generation of. mining. companies 





was emerging, focused on. these pro-. 


ducts but also well placed for 
surgence in base metal pri 
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became the country's 
gest and most profitable gold mine 
opening in March 1985, and in its 
t 10 months returned a net profit of 
50.8 million on sales of A$101 mil- 
1. Ashton (owned 46% by Malaysia 
ning Corp.) offers the "purest" in- 
stment in diamonds, as its 38% of the 
rgyle project in northwestern Austra- 
a is its principal asset. 

. RGC has a sound mix of interests. Its 
olvement in the marginal Mt Lyell 
per-gold-silver mine in Tasmania 
end with its closure. Although Aus- 
ía's main tin producer, it has a mine 
nison in Tasmania) that is well 
ed to grab market share and spread 
duction costs after the international 
e collapse. It has one-third of the 
gera gold project, existing gold 
es at Wau in Papua New Guinea, 
60% of a new Northern Territory 


untry's major mineral sands pro- 
cer. Net profit of A$10.2 million in 
€ first half points to about A$21 mil- 
yn profit for the year ending this 
onth, up from A$12.7 million last 
ar 


RA, operator of the Ranger 
anium mine, is another single-com- 
odity stock that by virtue of long-term 
acts (which include an unpub- 


mining town is hit 
he metal slump 


r more than 60 years the fierce 
‘trade unionism of Broken Hill's 
lation, coupled with its isolation in 
South Wales' arid far west, have 
the city under worker-control and 
swerable chiefly to its own laws. 
‘Its rich lodes of silver, lead and zinc 
ye a start and a name to Australia's 
est company, the Broken Hill Pro- 
netary Co. (BHP), a century ago 
though BHP has long since moved out 
the Hill"). Earnings stayed high 
gh for remaining companies to 
. out a modus vivendi with the 
trys most-powerful trade union 
chine. . 
An 18-month strike in 1919-20 won 
ie city's miners a 35-hour week when 
est of Australia worked 56 hours. 
ere other miners coughed on dust 
fumes, Broken Hill miners wait- 
an hour before they re-entered 





| mine, Pine Creek. RGC is also the 


hed floor price) and currency move- | 










mand. | 
P ancontinental has escaped from the 
predicament of an export ban on its 
Jabiluka uranium deposit by the Hawke 
government to build interests in some 
strong gold and coking-coal operations. 
Although it has exposure in base metals 
and petroleum, these appear to have 
put it on a sound profit basis with net 
profit in its latest half at A$13.5 million 
compared with A$5.7 million for the full 


year previously. It is also exploring for | 


platinum. 
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tunnels after engineers fired explosives. 

From the imposing Victorian-style 
Trades Hall — known locally as *the 
Kremlin" — trade unionists in the Bar- 
rier Industrial Council laid down iron 
rules to prevent one man. exploiting 
another or interfering in his. plea- 
sures. 

Until recent years the council set the 
price of bread and beer. When bars else- 
where shut at 10 p.m., Broken Hill's 31 
pubs a bie open to 1 a.m. and illegal 
bookmaking also ran to set hours. A 
woman automatically retired when she 
married, her job going to a single girl. A 
newcomer had to spend eight vears out 
of 10 in Broken Hill before he could 
take a coveted underground job in the 
mines. The council owned the local 
newspaper. Strike-breakers, over-zeal- 
ous policemen and other non-conform- 
ists were broken in or forced to leave 
town by ostracism. 

Rockbottom metal prices are now 
pulling the props from under Broken 
Hill and many other Australian mining 
towns. In Cobar, Kambalda and Mount 
Isa, mining companies are cutting back 


employment and demanding that min- - 


ers be more flexible in their work prac- 


(Net profits to average shareholders' funds, 
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tices if they want their jobs to continue. w 





metal operations, CR 
_ contributions | 


Although resources stocks (apart 
. from gold) have lagged in- 
dustridls. in | Australian 
sharemarkets, most of 
these blue-chips seem very 
fully priced. with price- 
earnings ratios ranging in 
the..14-22 range. As re- 
searcher Norman Miskelly 
B of Sydney stockbrokers Ord 
Minett remarks, “it is not a 
5 fundamentals market at the 
B moment," However, the 
prices show a faith by in- 
 vestors in the long-term 
prospects of companies like 
CRA, MIM and WMC. 
WMC stands in high re- 
| gard. as much in admira- 
'g4"gs B. ion of its technical skills 
B as its medium-term profit- 
ability, which does not 




























In most cases, they have succeeded. In 
older mines, ore grades are too low to 
make rescue feasible at forecast prices. 
Renison Goldfields Consolidated closes 
its historic Mt Lyell copper mine in Tas- 
mania in 1989, Aberfoyle. closed its 
Ardlethan tin mine this year. | 

In Broken Hill, CRA and North 
Broken Hill sought and gained a ruling 
from a government industrial. tribunal 
overturning some of the workers' gains 
from 1920. Underground miners could 
be called to work over 21 shifts a week 
instead of 15, to work at night in new 
Kiara shored up with timber, and 
wait only 30 minutes after firing explo- 
sives. DE acn 








RA chairman Sir Roderick Carnegie 

said this year's first quarter results 
from his company's Broken Hill mines 
were running at an annualised loss of 
A$100 million (US$70.2 million). Local - 
general manager Bryan Drew said the 
new work practices would enable a 15% 
rise in productivity: this would still not 
bring the mines above break-even point 
but make losses “acceptable” pending a 
rise in metal prices, and give the mines a 
further 17-20-yearlife. ...— . _ 
The new practices are routinely ob- 
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show outstanding promise. The Roxby 
Downs project (which the partners 
themselves call Olympic Dam) was 
the result of brilliant geological 
deduction, working without any sur- 
face outcropping of the ore deposit 
lying 350 m underground but on the 
basis of magnetic and gravity measure- 
ments. 

The scheme adopted this year is 
greatly scaled down from the 150,000 
tonnes a year of copper, 3,000 tonnes of 
uranium oxide and 3.4 tonnes of gold 
previously planned. Roxby Downs is 
now aimed at 55,000 tonnes of copper, 
about 2,000 tonnes of uranium oxide, 
and about 2.8 tonnes of gold. Project 
manager Tony Palmer said this copper 
output was little more than half a per- 
cent of current world output, and 
should be easily marketed. A decision 
to produce refined metal rather than 
"blister" greatly widened the customer 
base. | 

Ouestion marks that tend to be 
placed over Roxby Downs are over the 
partners' ability to place the uranium 
product, given the increasingly bearish 
outlook for nuclear energy, and possi- 
ble unforeseen problems with the 
metallurgy of its mixed ore. 

With production due to start in late 
1988 and continue for decades, some 
analysts look beyond the immediate 
price outlook and see Roxby Downs be- 
coming “another Broken Hill” that sets 
the foundations of long-term growth for 
WMC. “You cannot judge a 100-year 
project on how it's going to perform in 
the first couple of years," said Meares 
and Philips’ Ramsay. A) 


served in other Australian mining 
towns, and the employers pointed out 
that techniques in mine ventilation and 
other safety aspects had vastly changed 
from 1920. The alternative to accepting 
the changes, CRA and North Broken 
Hill insisted, was closure of the city’s 
four mines. 

Meetings of Broken Hill's 1,100 
underground miners roundly rejected 
the tribunal ruling, saying they would 
not give up the gains won so painfully by 
previous generations. From 26 May, 
work halted as underground miners re- 
fused to sign undertakings to observe 
the new working conditions and were 
turned away from the mine gates. 

As the lockout settled to a seige, the 
two companies moved in mid-June to 
begin laying off the 600 surface workers 
at the mines. For many residents, only 
the impossibility of selling their 
mortgaged houses kept them from shift- 
ing to Sydney or Adelaide to seek a new 
life, rather than wait out the dispute. 
With one-third of its workforce un- 
employed even before the shut-down, 
Broken Hill seemed closer to becoming 
another of the ghost towns that litter 
Australia's mining zones. 

— Hamish McDonald 
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W hile cost-cutting has been the gen- 
eral response among Australian 
miners to the world mineral price 
squeeze, another strategy used by some 
companies has been to buy into their 
downstream customers to assure access, 
though this has not been free of cap- 
sizes. 

Chief exponent of downstream di- 
versification has been CRA, following 
the thinking of chairman Sir Roderick 
Carnegie. Another proponent has been 
Prime Minister Bob Hawke, a friend of 
Carnegie, with his “China initiative" to 
link Chinese metal industry develop- 
ment with raw materials and inter- 


mediate products from Australia. 


Both ventures have met hard going 
and have suffered from a considerable 
degree of scepticism from the outset. It 


is probably fair to say that while the eco- 


nomic and technical logic is sound, 
neither Carnegie nor Hawke ap- 
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egie; Chinese-steel-m 





preciated the political and cultural dif- 
ficulties that would be encountered. 

Carnegie caused gasps in April 1982 
when CRA paid ¥25 billion (then about 
A$100 million) for a 50% share in 
Japan’s Showa Aluminium Industries, a 
loss-making aluminium fabricator, from 
parent company Showa Denko. The 
idea was that Showa Aluminium would 
divert more of its aluminium ingot pur- 
chases from Showa Denko’s ailing 
domestic smelters to the 67% CRA- 
owned Comalco group in Australia and 
New Zealand. 

Six months later, CRA announced it 
was negotiating to take 35% of a new 
West German steelmaking partnership 
planned by the Krupp and Kloeckner 
groups, at a cost of Dm 525 million 
(US$236 million) to be paid for in iron- 
ore supplies. 

Around the same time CRA paid 
US$400 million for the US aluminium 
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Overseas links with metals users have yet to pay off 


workers: ‘China initiative.’ 
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interests of the aerospace group Martin | 
Marietta Corp., acquiring a rolling mill |: 
and scrap recycling plant at Lewisport, | 
Kentucky, and a smelter at Goldendale, | 
Washington. | 

Only one of these initiatives remains | 
in progress. In March this year, Com- | 
alco announced it. was pulling out of | 
Showa” Aluminium, taking Showa | 
Denko's 20.6% share of the Tiwai Point | 
smelter in New Zealand as payment in | 
kind for its 50% stake. Comalco cited | 
unforeseen losses and differences with | 
Showa Denko on how to reconstruct the - | 
joint venture as the reason for its about | 
face. m 

One source of loss, for Showa | 
Aluminium had been Showa Denko's | 
contractual obligation as.a member of | 
Japanese consortiums, to take large vol- | 
umes of metal from smelters in In- | 
donesia, Venezuela and Brazil at the | 
Alcan world price, which by late 1984 | 


| 
| 
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was well above the London Metal Ex- | 
change price. Of Comalco's A$69.1 mil- | 
lion (US$48 million) loss in calendar | 
1985, the Japanese venture contributed 
A$31.5 million. - M 

Comalco managing director Mark | 
Rayner told a recent gathering in Syd- | 
ney that the strategy behind the invest- | 
ment had been correct. “The major : 
reason for the failure of the joint ven- - 
ture was Comalco's underestimation of | 
the difficulty in bringing about major | 
change in a complex, conservative Ja - 
panese organisation, notwithstanding - 
our long experience in Japan and with | 
the Showa Denko group," Rayner said. ~ 

In West Germany, the plans to 
rationalise two steel operations into one 
met fierce objections from trade unions | 
and state governments (a political com- | 
bination well known in Australia) be- | 
cause they involved closure of a steel- | 
mill in one particular town. By mid- | 
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| 1985 the plan was effectively shelved. 
| .. CRA remains involved in West Ger- 
many through participation with 
| Kloeckner in research on a new 
| technique of “direct smelting” steel that 
: would produce basic steel without the 
| need for expensive blast furnaces. CRA 
| holds Kloeckner convertible deben- 
| tures equivalent to about 18% of its cap- 
| ital. 
" Although Comalco's own balance- 
| = sheet was hit hard by the Australian dol- 
| lar fall’s impact on US-dollar borrow- 
| ings, the US investments were said to be 
| performing well in difficult conditions. 
The Lewisport rolling mill operated 
- profitably in 1985 “after interest on 
| working capital,” Rayner said, and in 
| January-March this year shipments 
= were up 20% on a year earlier. The Gol- 
= dendale smelter was at “about break- 
| even cash levels” though running at only 
| 57% of capacity. 
| A The investments have been an ex- 
| pensive test of Carnegie's theories. The 
palling Australian dollar increased the 
debt involved, though it also enhanced 
| the value of the investment (which 
| helped sweeten the exit from Showa). 
| - Comalco debt rose from A$469 million 
| at the end of 1984 to A$1.009 billion at 
|. the end of 1985, taking debt-to-equity 
| gearing from 0.53 to 1.04. CRA debt 
| rose from A$2.725 billion to A$3.851 
| billion, with a blow-out in gearing from 


| 0.96 to 1.3 over that period. 


i 


| A luminium is also the first link in the 
| P "mesh" Hawke wants to create be- 
| tween Australian and Chinese metal in- 
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| dustries. China International Trust and . 


| Investment Corp. (Citic) is to take a 
| 10% shareholding in the Alcoa-led 
| smelter being built at Portland, Vic- 
| toria, at a cost of A$110 million. 

d Progress on iron and steel links has 
| been frustratingly slow for Hawke. 
| Negotiations between Australian steel- 
| maker Broken Hill Proprietary Co. 
| and Chinese steel authorities on pig iron 
| supply from the mothballed Kwinana 
| smelter near Perth have stalled over 
| price. 


| 





| 
| The proposed A$200 million joint- 
| venture iron mine at Channar, in the 
| Pilbara region, is still under negotiation 
| 18 months after the first promising signs 
| of a deal. Hawke said during a China 
| visit last month that the “gap is very 
| small" in the commercial talks between 
| the propective partners, CRA  sub- 
| sidiary Hamersley Iron. and China 
| Metallurgical Import and Export Corp. 
| While Hawke and his advisers ini- 
| tially intimated that Australia had a spe- 
| cial place in China's investment order 
| because of political ties, stability and 
| proximity, the euphoria has been re- 
| placed by optimistic realism. The Citic 
| investment is believed to be China's first 
| insuch a project overseas, but Canberra 
H. is well aware that China is negotiating 
| on a parallel array of resource projects 


with Brazil. — Hamish McDonald 


E 


È 


j = CU a1 EE ~ FÀ E : 
Tt: TTE." ; m 5 TY 
E P. Fr t 5-3 = " | Jul = | 1. ——— o LOSS pees : 4 — x 98. CN > = £ 
ee = i ns B TT C. 


FINANCE 





More target practice 


The IMF relaxes terms of a standby facility to Thailand 


By Paisal Sricharatchanya in Bangkok 


decision by the IMF to continue a 
400 million special drawing rights 
(SDRs — equivalent to US$459.8 mil- 
lion) standby facility for Thailand is ex- 
pected to enhance the country’s already 
solid credit rating. Granted in mid- 
1985, the two-year programme was tem- 
porarily halted earlier this year after a 
mid-term review found Bangkok falling 
short of a commitment to narrow the 
budget deficit (REVIEW, 20 Mar.). 
There was initially some concern 
that the disruption might lead to a sus- 
pension of the remainder of the pro- 
gramme which, if effected, would put 
Thailand under a cloud in the interna- 
tional financial community. However, 
an agreement was struck in subsequent 


Kamchorn: m 





official-level discussions whereby the 
original target to reduce the budget de- 
ficit as a ratio to gross domestic product 
to 3.5% was “relaxed” to 4%. This was 
subsequently approved by the IMF 
board on 9 June. 

The budget deficit was the only area 
where Bangkok was off target. Other 
targets covering reduction in the cur- 
rent-account deficit, GDP growth and 
inflation were all met. Some SDR 150 
million has been withdrawn from the 
standby facility since the programme 
was approved and, given the new go- 
ahead, the remaining SDR 250 million 
will be disbursed in SDR 50 million in- 
stalments up to the middle of next year. 

According to Chavalit Thanachan- 
ant, deputy governor of the Bank of 
Thailand (BoT, the central bank), the 
IMF directors praised Thailand for its 
serious and uninterrupted adjustment 





efforts over the past two years despite 
such major adverse external factors as 
declining commodity prices. The IMF 
was reportedly sympathetic to the diffi- 
culty Bangkok faced in striking a bal- 
ance between growth and the need to 
control fiscal deficits. 

Thailand’s flexible exchange-rate 
policy was endorsed as a vital tool to 
maintain the country’s export competi- 
tiveness; Bangkok was also advised to 
diversify exports actively, viewed as the 
only effective means to counter rising 
protectionism worldwide. Meanwhile, 
the IMF reportedly expressed concern 
over the inelasticity of the Thai tax sys- 
tem, which yielded a substantial rev- 
enue shortfall in the face of economic 
slowdown over the past few years. 

Thai officials conceded that the 
budget deficit over 1986 and 1987 would 
have been dangerously high if it had not 
been partly rectified by the govern- 
ment's sizeable windfall profits from the 
international oil-price slump. Part of 
the benefits were passed to consumers 
in two series of modest retail-price de- 
creases earlier this year but the rest of 
the benefits were pocketed by the gov- 
ernment in the form of petroleum taxes 
(REVIEW, 22 May). These are trans- 
lated into estimated additional revenue 
of Baht 3 billion (US$111 million) in the 
six months to the end of the current fis- 
cal year in September, and Baht 6 bil- 
lion for the entire fiscal 1987. 

The 1987 budget deficit, now pro- 


jected at Baht 42 billion, or roughly 4% 


of GDP, corresponds with the new IMF 
target. However, central bank officials 
cautioned that the bottom line lies in 
whether the government's other tax- 
collection targets will be achieved. 
There will be another IMF review of the 
fiscal performance before year-end. 
The oil-price declines, expected to 
slash aggregate oil imports by about 
US$1 billion annually, will also contri- 
bute to a vast improvement in the coun- 
try's external accounts. In a recent press 
interview, BoT governor Kamchorn 
Sathirakul said the current-account def- 
icit will drop to only Baht 17 billion this 
year, or less than half of last year's Baht 
42 billion. Inflation is expected to fall 
marginally from the already low 2% last 
year while GDP growth is projected to 
rise from 4.1% in 1985 to about 4.5%. 
Unlike other recipients of similar 
IMF programmes which are often pres- 
sured to effect tough reforms, Thai offi- 
cials say that the reforms now under way 
are something the government wanted 
to pursue and would have gone ahead 
even without the IMF funding. Oo 
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Now buying more 
computer doesnt mean 
buying too much. 


If you want to buy a small addition to your conventional mainframe, you may 
have a big problem. 

You may have to buy more computer than you actually use, because most 
companies don't manufacture small slices of computer power. 

And you end up spending more money than you need to. 

Well, NCR just built a remarkable new computer thats changing that. 

The NCR 9800. A 9800 can be upgraded in smaller slices than a conven- 
tional mainframe, so you never have to buy more computer than you need. 

The secret is its architecture. 

You add to it at the module level, instead of the system level. 

Usually, you don't even have to add boxes; the new modules can plug into 
your existing boxes. 

It makes the 9800 very efficient. And very small. 

For more information, contact your local NCR representative. 


NCR9800 The evolution 
of the mainframe. DIE 


© 1986 NCR Corporation 








Over the past forty years the 
Far Eastern Economic Review has 
developed its reputation as the 
unchallenged voice of authority 
in Asia. 

People who subscribe to and read 
the Review are in top or operative 
Management. They are the leaders 
in all fields of industry, finance and 
government. 

They are the Decision Makers. 
The people who have the power to 
say: ‘Yes.’ 

Advertisers of quality products 
and services know that when they 
talk through the Review, Decision 
Makers listen. 
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Unparalleled influence in Asia. 


Fast turn-around. 
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Efficient, responsive service. The essence of Lufthansa Business Class. 


©) Lufthansa 
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.— SHARP OFFERS MORE 
COPYING CONVENIENCE. 












"AUTOMAGNIFICATION" 
FOR CREATIVE COPYING. 


* Automagnification'' lets you create professional- 
looking copies in seconds! Choosethe copying ratio, 
and the SF-8200 automatically selects the paper size. 
Or choose the paper size, and different size origi- 
nals will be. automatically enlarged or reduced to the 
size you select. If your original is an odd size, just 
enter the length and width, and the SF-8200 auto- 
matically adjusts the magnification ratio to produce : 
copies in any desired standard paper size. DPG CN | 
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400% IMAGE ENLARGEMENT 
PLUS SPACE-SAVING 
FRONT-LOADING SYSTEM. 


[he SF-7200's 400% image enlargement function turns originals with 
tiny characters or illustrations, like maps and specification charts, 
into easy-to-read copies. Its front-loading cassette system saves valu- 
able side space, while color copying in black, blue, red or brown gives 
you the versatility you need to produce more persuasive documents. 


PRACTICAL FUNCTIONS 
IN A COMPACT COPIER. 


The SF-7100 is a practical and compact copier with more of the functions vou 
need to make better copies. Auto Exposure control ensures clean copies even 
from high-contrast originals, while two-sided copying by manual feeding and 
a Power Save function help reduce both paper and power expenses. For practi- 
cality, convenience and economy, it's hard to beat the SF-7100. 


COPYING CONVENIENCE 
WITHOUT LEAVING YOUR CHAIR. 


The Z-60 is the ideal size and weight to sit by your desk, on a counter or 
table — wherever you need quick, convenient copies, Yet as small as it is, 
the Z-60 makes copies as large as B4 size or as small as a credit card. The 
Z-60 can even make color copies in black, red, blue or brown! 
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di n Canadian $, Australian $ or ECUs? 


On July Ist, thie’ new funds j join Standard Chartered's highly successful currency funds. 





Standard Chartered Offshore 
Money Market Fund is adding 
these currencies to our exist- 
ing choice of seven top-class 
_ For details and a prospectus, 
complete and return the coupon 
to: Mr. Allan C. Wong, Standard 
"Chartered Bank (C.L) Ltd., M/E 

.4-4A Des Voeux Road Central, 
oY Z, Hong Kong. Tel: 5 -243037/ 
5 ~ 224011 Ext: 164. 
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The Boulevard Guide / 
to contemporary luxury 22 
and $ & sense. 


For a surprisingly economical price, 
The Boulevard gives you a room that 


doesn’t economise on space, amenities 
or furnishings. 


How to be at the heart of the 
city and Singapore s most. 
prestigious = SON M £ | 
residential AR VL 
district. WA 
The Boulevard NN j p= 
Hotel stands at the we 
highest point on tree- lined ma 
Orchard Boulevard. It's mo sear 


flanked on one side by 
lush green slopes, luxury apartments 
and bungalows, and on the other, by 
Orchard Road, Singapore's hub of 
shopping and entertainment. 


How to enjoy a taste of the 
world without leaving your 
hotel. 

Enjoy western cuisine at its finest 


at The Manhattan. Take in a piece of 
exotic India at the Mayarani. Relish 









the delicate taste of Japan 
at the Gajoen. 
Discover 
what fussy, 
food loving 
locals are | 
queueing * 1% 
up for at 
the Cafe 
Carousel. 
Or drop by at our lounges. 

A stroll along The Boulevard will 
open up all these avenues of delight. 


How to get old fashioned 
service and the most modern 
facilities. 


Everything at The 
Boulevard has a brisk 
young air about it. From 
the stunning modern 
atrium to the crisp 
styling of rooms, from 
lifts that ‘talk’ to 
service staff who =», 
listen, and respond S-—— -—- $ 
accomodatingly ` | "4 


and efficiently. T | 7 
y 
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You get a good 
deal more at 
Singapore’s 
only hotel on 
the Boulevard. 


b 


BOULEVARD HOTEL 


AFFORDABLE EIU JXURY 
200 Orchard Boulevard, Singapore 1024. Tel: 7372911. Telex: RS21771 BOUTEL. Cable: BOUTEL. Fax: 7378449 
GOODWOOD GROUP SINGAPORE — 
GOODWOOD PARK * YORK HOTEL è BOULEVARD HOTEL SINGAPORE è LADYHILL HOTEL. 
Reservations Worldwide: «UM *, Golden Tulip Hotels. Utell International. Supranational. 
Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. 





WWF Kojo Tanaka; BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


Ox every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 





WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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;eratives 


New Delhi told it must boost its exports — or else 


By Nayan Chanda in Washington 

ressure is mounting on India to fur- 

ther liberalise its economy and step 
up its rate of growth, especially in ex- 
ports. The country is facing a kind of 
growth trap as it strives to meet the am- 
bitious targets of a new five-year plan 
which will require stepped-up imports — 
and higher exports to finance them. The 
alternative is increased borrowing and, 
with terms hardening, a drain on re- 
sources to finance debt — the debt trap. 

This tougher environment was appa- 
jeeting of the India Consor- 
tium in:Paris on 16-17 June when 13 
donor countries and a number of inter- 
national institutions, led by the World 
Bank, gathered for their annual consul- 
tation. They offered to provide India 
USS$4 billion of aid, but urged New 
Delhi to further liberalise the country's 
economy and to step up exports in order 
to counter a f 
aid. . 










construgtion and Development (IBRD, 





the \ Bank's main agency) is to 
provid $1.7 billion at market-related 


rates and US$600 million will be pro- 
vided by the bank's soft-loan window, 
the International Development Associa- 
tion (IDA). The remainder will be fur- 
nished by bilateral donors and the Asian 
| Bank. Although . the 
amount pledged to India at the latest 


Paris meeting was the same in nominal - 
terms as last year, the composition of i 


the aid package is a reminder of increas- 


ingly harder multilateral financing for - 


New Delhi. 

While the IBRD loan (at 8.595 in- 
terest repayable in 20 years with- five 
years grace period) is somewhat better 
than market rate, the IDA portfolio is 
virtually interest free. In 1980 — at the 
peak of IDA assistance to India — 


US$1.5 billion annually came from the | 


soft-loan window and constituted four- 
fitths of the World Bank aid to India. 
But this year India's share of IDA loans 
was thé lowest in recent years. 

; David Hopper, the bank's vice-pre- 
sident for South Asia, notes that the 
"structure of India's debt is hardening," 
with the terms of borrowing becoming 
dearer each year. India's debt-service 
ratio, estimated at about 15.2% in 1984- 
85, is projected to rise to close to 20% in 
1989-90 and increase slightly over this 
level through the mid-1990s. Given the 
sharply dwindling soft loans and India's 


cautious approach to avoiding the debt 


trap, it has to accelerate domestic 


growth and, especially, its exports. 


Under the Seventh Five- Year Plan 





ture of sluggish foreign | 
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Indian exports: poor performance. 
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(1986-89), India hopes to raise its 
growth rate from an average of 3.5-4% 
to an ambitious 5%. In order to sustain 
such growth and continue its current 
level of imports, "India must do more to 
push up exports," Hopper says. The 
bank has cautioned India that unless the 
average annual growth in exports is 
close to the plan's target of 6.895, India 
will find it hard to sustain its import:re- 
quirements for accelerated industrial 
growth and meet its debt-servicing 
needs through commercial borrowing. 
India plans to achieve annual industrial 
growth of 6.675 and borrow US$1.9 bil- 
lion annually from the commercial mar- 
ket. 

There has been speculation in India 
that both the World Bank and the IMF 
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have urged New Delhi to devalue the 
rupee as part of an export-promotion 
measure. Hopper, however, denied any 
such move. “We leave the exchange- 
rate issue to the IMF, our sister institu- 
tion across the street,” he said. “I hap- 
pen to know that the IMF is reasonably 
satisfied with the present value of the 
rupee, more so because it has been al- 
lowed to slide downwards in step with 
the dollar.” Other economists said that 
while a reduction in the exchange rate 
could act as a strong tool, it would have 
little effect on exports without other 


steps to increase efficiency. 

N evertheless, the poor performance 
of India's exports — which in terms 

of volume grew by barely 1% last year 

— remains a matter of concern, World 

Bank economists believe that recent 

liberalisation measures, such as the de- 
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In the interim, however, they favo 
the introduction of several short-te 
measures to promote this goal. Thes 
include the imposition of a value-add 
excise duty (to replace the curre 
cumulative or “cascading” excise), « 
larging the scope of automatic import 
cences and the introduction of an i 
port-export passbook scheme. T 
bank feels "there is much scope 1 
India's genius and enterprise to enlar 
the very small share the country has 
world trade." Despite its size, India 
rently accounts for less than 1% 
world trade. 

According to the bank, the polic 
import substitution long followed 
India, while justifiable at a certa 
stage, has protected a large numb 
of inefficient industries. To o 
come this problem, the bank a 
cates a further opening of the ma 
to competition which would act 
an incentive for Indian industries 
become more efficient. 
bank feels that India has 
ready achieved a great d 
by instituting a new i 
system, extending exen 
tions from licensing. 
new factories and redu 
the tariffs on imported: 
ital and goods. Nevert! 
less, it also considers t 
much more remains to 
done. 

The bank is pleased: 
India has moved certain 
dustries from the s 
sector to the private- 
tor. While the bank do 


sation, it points out i 
India pays huge subsi 
to inefficient industries 
the state sector, such as 
fertiliser industry. | 
The bank agrees w 
India's emphasis on agriculture, 
cause if India is to succeed in achiev 
its target of a 5% annual increase 
gross domestic product, it will dep 
on improvements in the performanc 
this sector of the economy. Althou 
agriculture's share of GDP is declinin 
its importance remains undiminis 
because the growth of Indian indus 
will rely largely on increased rural. 
come and demand. However, the b; 
is critical of India's agricultural prici 
marketing and subsidy policies. : 
While congratulating India om 
success in food-grain production and 
creating a comfortable buffer stock, | 
bank does not favour India entering 
food-export market. It points out ! 
the export market for rice is thin à 
that the export of wheat cannot. 
undertaken without the ability to sig 
long-term contracts. | 
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| Patient turns doctor ^ — 


Singapore pinpoints medicine as an economic-recovery area 


By Nigel Holloway in Singapore 
ingapore is investing heavily in its 
health-care industry to pump new 
blood into the economy. As part of a 
more concerted shift towards services, 
the Economic Committee under acting 
Trade and Industry Minister Lee Hsien 


Loong — set up to consider long-term 


options for Singapore — pinpointed 


| medicine as a sunrise industry in Singa- 


pore. Already shafts of light are begin- 
ning to appear. Foreign investors are 
taking a closer look at what the city- 
state has to offer and the government 
has set up a Health Ministry task force 
to implement the committee's recom- 
mendations on how to make Singapore 
a centre of medical excellence. 

Medical services are highly produc- 
tive and raise a lot of foreign exchange. 


| The industry employed 7,000 people in 


1982 (the most recent statistics), 
generating $$27,400 (US$12,454) in 
value added per worker in the industry 
overall and S$67,000 for workers in pri- 
vate medicine — one of the highest 
levels of value added in Singapore. Ex- 

orts, in the form of medical treatment 
or foreigners, totalled S$98 million in 
1984, 84% of which came from private 
health care. In addition, S$62 million 
was spent by patients on non-medical 


ji goods and services. This excludes ex- 


ports of related industries such as 
pharmaceuticals and equipment. 

In order to develop exports, offi- 
cials are beginning to look on medicine 


.| inthe same way as, say, electronics or fi- 





nancial services. This means integrating 


hardware (buildings, equipment, pill- 


making) and software (medical skills 


. and entrepreneurial flair). Infrastruc- 


ture will be provided by government, as 
before, but private investors, local and 
foreign, will be expected to contribute 
much more of the rest than previously. 


= Doctors will receive their basic training 
and develop core specialities at publicly 


financed institutions, but to expand the 
full range of specialist skills will require 
more private backing than in the past. 
Lee's services sub-committee said 
that it wanted the number of foreign pa- 
tients (almost 37,000 in 1984) to in- 


. crease by 10% a year over the next dec- 


ade. This will require a big expansion 
in the number of beds in private hospi- 
tals. There were only 1,580 in 12 private 
hospitals and clinics at the end of 1984, 
cofnpared with 8,040 beds in 10 govern- 






k; . ment hosp! als ‘(some of which were 
|| prog Arat patients). 


s usual, the line between private 
and public in Singapore is fuzzy. The 
latest state-of-the-art centre is the 767- 
bed National University Hospital, set 
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up at a cost of S$185 million last year. It 
was built on the university campus, is 
wholly owned by Temasek, the state 
holding firm, and is being run indepen- 
dently of the company. 

The line is clearer in the case of the 
private 485-bed Mount Elizabeth Hos- 
pital, which was acquired in June 1985 
for a reported figure of around S$170 
million by National Medical Enterprises 
(NME) of Los Angeles, the second- 
largest health-care services firm in the 
US. NME plans to build a specialist 
cancer unit at the hospital for up to S$7 





Singapore hospital ward: investors sought. 


million, probably the first of its kind in 
the region. The next big step in private 
health care will come with the develop- 
ment of a 400-bed hospital at Changi. 


A number of investors are consider- 
ing making a bid for the site, among 
them Mediplan International which is 
incorporated in Britain and whose hold- 
ing company was listed on the Perth 
stock exchange on 18 June. Mediplan 
would like to set up a Singapore cardio- 
thoracic institute (to do open heart sur- 
gery), costing up to $$50 million, to lure 
some of the patients from Asia who go 
to Australia and the US for operations. 
In May, the company set up a S$10 
million regional network based in 









| Singapore to provide emergenc 


cal help, including an air ambulance. 
The firm’s chairman, David Piper, says 
that Singapore offers the best medical 
services in Southeast Asia, including 
Hongkong, though fees in Singapore 
are often considerably higher (a senior 
general surgeon can charge twice as 
much for a basic operation as in Britain). 
To improve the quality of services 
and to reduce costs, the services sub- 
committee made a number of recom- 
mendations, almost all of which the gov- 
ernment is pursuing. The Health Minis- 
try, for example, is trying to attract a 
world-renowned hospital in the US or 
Europe to establish a branch or an af- 
filiated hospital in Singapore. To pro- 
mote private investment, the govern- 
ment’s Economic Development Board 
(EDB) is considering such things as ac- 
celerated depreciation for medical 
equipment (currently available to many 
industrial plants), investment allow- 
ances of up to 50% and capital allow- 
ances of 25% on hospital buildings. 
Singapore is also developing a medi- 
cal-equipment industry. The most suc- 
cessful of these local firms is probably 
Singatronics, which bought the medical 
products division of Timex of the US for 
an undisclosed sum in October 1984 in 
order to sell its blood-pressure 
monitors, digital thermometers and 
pregnancy-test kits (all locally de- 
signed) throughout North Agence: 
Singatronics’ US subsidiary, now 
called Healthcheck, distributes to 
20,000 pharmacies and to the main 
catalogue houses (mail-order . plus 
showroom companies) in the US. Eddie 
Foo, the managing director, expects 
sales of these products (almost all sold 
in the US) to rise to US$10 million this 
year, 25% higher than in 1985 and to 
comprise 30% of Singatronics’ entire 
turnover. Foo is considering seeking a 
listing on the local stock exchange. 
Singapore’s pharmaceuticals indus- 
try is growing at a slower pace. The 
wholly owned subsidiary of the British 
firm Glaxo produces in Singapore half 
of its entire world output of the active 
ingredient for its Zantac anti-ulcer drug 
and is breathtakingly profitable. The 
Singapore unit’s post-tax profits total- 
led S$275 million on sales of S$287 mil- 
lion in the year to June 1985 and it en- 
joys pioneer (tax-free) status since it is 
only four years old. Glaxo's Singapore 
profits on that basis comprised about 33% 
of the group's worldwide post-tax pro- 
fits in that year, though the contribution 
will have fallen since then because of the 
depreciation of the S$ against sterling. 
Another British firm, Beechams, 
produces  semi-synthetic — antibiotics 
from a S$120 million plant and is think- 
ing of expanding. Others like Kaneka of 
Japan and Stiefel of the US are consid- 
erably smaller. The EDB says that a 
number of other large foreign pharma- 
ceuticals firms are considering setting 
up in Singapore. Oo 
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Maio. Nederlanden is the largest 
insurance group in the Netherlands. We are 
also a aor 









erve CURRENCY SETBACKS 


and Siena t investment. With a total staff 
in excess of 22,000 Nationale-Nederlanden 
operates in 24 countries, providing services 
in the field of life and non-life insurance in- 
C uang E and inotherrelated fields. 






ed by sharp » falls in the ps Da rates 
in cur 'encies, particularly the U.S. and 
ralian dollars. Despite this the results 

were ae i with profits i improving by 
4.296 to Dfls. 603.4 million. Net assets in- 
creased by 36.5% to reach the record level of 
Dfis. 7.3 billion. 
. Primary contributors to profit were the life 
insurance and investment sectors. The 
group’s life insurance operations continued 
to develop favourably in all areas. Results for 
non-life insurance were positive in the 
Netherlands but unsatisfactory in other major 
markets, 


EX PANSION IN THE FAR EAST 
One of the areas where Nationale-Nederlanden 
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to remain favourable, thereby providing | 


General insurance Co. Ltd., Menot dnd Australia. 


















is seeking expansion is the Far East where the 
growth in the level of economic activity is 
expected to create an increasing demand lo 
insurance services. | 

In fact Nationale-Nederlanden became 
the first European life insurance company to | 
receive permission from the Japanese sy 
Ministry of Finance to establish a life branch 
office in Japan. This office became fully opera- 
tional on Ist April of this year. i 


PROSPECTS 


The future development of thë: life i AMHITANCE 
and investment sectors worldwideis expecte ê 


a sound ongoing source of profit. Improve 
ment ofnon-life insurance results willbe giv 
high priority. z 

We are confident that 1986 will bring growtt 
in revenue for Nationale-N ederlanden and. 
that we will be able to maintain at least thi 
currentlevelofearnings 
per share. 

For a copy of our 
English language : 
Annual Report, apply | 
to any of our affiliated 
companies or Nationale- 
Nederlanden NV., 
International Division, 
Prinses Beatrixlaan 15, 
2595 AK The Hague, 
the Netherlands. 
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a major force in world insurance. 

































The best of the Richard Hughes - 
columns from 1971 to 1983. 














Soft Cover: 184 pages 















The life of Richard Hughes spanned nearly eight = ' vo. publications Division | 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW | 
: foreign correspondents. And Hughes' world was G: P. O. Box 160 | 
. peopled by the memories of those decades. Hongkong. 
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"i was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
re hands into vats of boiling water to prepare silk 
ocoons for spinning. | | 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far- 
. Eastern Economic Review takes the reader on the 
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Danger in paradise? 


Residents oppose efforts to open a tantalum plant in Phuket 


By Paisal Sricharatchanya in Bangkok 


A‘: first tantalum plant, due to be 
opened shortly in the southern Thai 
province of Phuket, has run slap into an 
environmental controversy. The Baht 
1.2 billion (US$44 million) plant claims 
to have installed the necessary anti-pol- 
lution devices, but it is opposed by local 
residents who fear environmental 
hazards and that the project could 
undermine the island province’s boom- 
ing tourist industry. 

The Phuket residents’ biggest con- 
cern focuses on the possible leakage of 
hydrofluoric acid, a liquid chemical 
used in the extraction process, and the 
spread of radioactive materials. But 
from an economic point of view the 
Phuket plant appears to make good 
sense. 

Spontaneous protests culminated in 
a well-orchestrated massive demonstra- 
tion in early June by about 50,000 peo- 
ple — or more than half of the pro- 
vince’s roughly 84,000 adult population. 
Local community leaders have since 
threatened to stage a bigger protest — 
and boycott the scheduled 27 July gen- 
eral election — unless the government 
makes a definite decision by 2 July to 
ban the plant. 

The government’s credibility — par- 
ticularly in the eyes of foreign investors 
and lenders — would be at stake if it 
gives in to the protesters’ demand. The 
bulk of the project’s funding has come 
from a co-financing package arranged 
by the International Finance Corp. 
(IFC, the World Bank’s investment 
arm) which involves 11 foreign financial 
institutions. The IFC also holds a 12.5% 
stake in the Baht 725 million registered 
capital of Thailand Tantalum Industry 
Corp. (TTIC). 

First conceived in the late 1970s, the 
project has already been delayed due to 
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the changing world supply/demand situ- 
ation and declining tantalum prices. 
Launched in 1983, construction and 
machinery installation are nearly com- 
deren and the plant is scheduled to 

egin test runs in August and actual op- 
eration in October. But the timetable 
may now be delayed. 

Tantalum is a precious refractory 
metal with unique electrical, chemical 
and physical properties that dictate its 
application for specific end-uses includ- 
ing electronic capacitors, metalworking 
machinery, chemical equipment and 
nuclear-reactor components. It is nor- 
mally derived from two main sources — 
tantalite ore containing 30% of the 
benchmark tantalum pentoxide (Ta2 O5) 
plus slags produced by tin smelters in 
Asia from alluvial tin ore. 

These slags have a residual tantalum 
content varying from an average of 
2.5% Ta2 OS in Malaysia (known as 
“low grade") to 12% in Thailand 
(known as *high grade"). 

Given declining world prices for tan- 
talum, which have fallen from the re- 
cent peak of US$110 a Ib in 1980 to 
about US$21-25 now, it has become in- 
creasingly uneconomical to open new 
tantalite mines (in Canada, Australia 
and to a lesser extent Brazil) while old 
mines have been closing down. 

This in turn has resulted in ris- 
ing raw-material dependence on South- 
east Asian tin slags — which until 
now have been exported to Europe for 
processing. According to an IFC ap- 
praisal report in early 1983, the project 
would "exploit a business opportunity 
by providing in Asia a local capability to 
treat both low and high-grade slags and 
substitute for these bulky materials a 
higher value-added an of inter- 
mediate Ta2 OS for direct refining into 





end-products by the main processors." 

The TTIC's originally conceived 
project called for two components: a 
smelter to treat the low-grade slags into 
synthetic concentrate (with 20-30% Ta2 
O5 content) and a chemical plant em- 
ploying the liquid/liquid process to ex- 
tract the high-grade slags (plus the syn- 
thetic concentrate). 

Board of Investment promotional 
privileges were approved in 1980 but it 
was not until three years later that the 
US$53.5 million IFC co-financing pack- 
age was concluded. As a demonstration 
of the government's backing, the Indus- 
trial Finance Corp. of Thailand (IFCT, 
a quasi-government development bank) 
took 5% equity and was committed to 
lend Baht 110 million. 

Aside from IFC and IFCT, the pro- 
ject’s original proponent — Phuket- 
based S. A. Minerals — is the largest in- 
vestor, holding 45% equity. Headed by 
Yeap Soon Aun, a naturalised Thai of 
Malaysian origin, the group is active in 
minerals dressing and trading. Three 
Thai banks — Bangkok Bank, Siam 
Commercial and Laem Thong — hold a 
combined 14% while the remaining 
shares are largely spread among three 
Phuket tin-mining families (Boon- 
soong, Yongsakul and Ngarnthawi). 


TX falling prices in recent years have 
forced the company to defer con- 
struction of the smelter and, given the 
current protests, this component is 
likely to be cancelled. While the smelter 
would be viable at synthetic concentrate 
prices of US$40-50 a Ib (based on the 
London Metal Bulletin quotations), the 
chemical plant — the other component 
that has been built with portions of the 
IFC and IFCT funding — is deemed 
economically feasible as it would charge 
a margin on the extraction (on top of the 
raw-material costs). 

Under an arrangement using the 
technical knowhow of Hermann C. 
Starck Berlin — one of the world's four 
end-product processors which is 
technologically capable of treating both 
low and high-grade slags — the TTIC 
plant is targeted to produce 600,000 Ib 
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equivalent of Ta2 OS annually, or 
roughly a quarter of the estimated 2.5 
million Ib world demand in 1986, plus 
another equivalent amount of the (less- 
er value) niobium pentoxide. The en- 
tire production will be exported, at 
about Baht 500 million annually. 

Meanwhile, TTIC has contracted 
Thailand Smelting and Refining Co. (a 
unit of the Royal Dutch/Shell group 
which operates the largest tin smelter in 
this country) for long-term slag supply. 
Given tin production cutbacks in recent 
years as a result of the disrupted world 
trade, this source is now projected to 
supply only about 50% of TTIC's raw- 
material requirements, leaving the re- 
mainder to be covered by other domes- 
tic sources plus imports. 

The key question is whether the 
plant will really be harmful. Addressing 
the two sensitive points, an internal re- 
port by the Industrial Works Depart- 
ment (which directly controls all fac- 
tories) in May said: “The [hydrofluoric] 
acid is not kept under pressure, but 
rather in an underground concrete re- 
servoir. Tubes and containers through 
which the acid flows are made from cor- 
rosion-resistant material which makes 
any leakage unlikely. The tin slags con- 
tain [naturally low] radioactive level 
which is not hazardous. The process en- 
tails the extraction of tantalum, which 
has nothing to do with the radioactivity 


A newly completed Environmental 
Impact Assessment commissioned by 
TTIC concluded: “The plant utilises 
what are considered the best available 
technologies for plant processing, hand- 
ling operations, and pollution control. 
The technologies have been tested else- 
where over many years, which has dem- 
onstrated that the plant can be operated 
without unnecessary risk or hazards to 
employees, nearby residents, or other 
sensitive environmental receptors. 
However, it is recognised that the qual- 
ity of operation and maintenance par- 
ticularly of pollution control is difficult 
to manage to ensure acceptable effi- 
ciency unless special precautions are 
taken.” 

From the government standpoint, 
the granting of an operating licence now 
hinges on whether the plant can prove 
it is sufficiently risk-free. Industry 
Minister Chirayu Issarangkoon Na 
Ayuthya has appealed for calm and 
reason. Officials privately indicated 
they would try their utmost to pre-empt 
any mob rule. 

Riding on the crest of a mini-tourism 
boom, a string of first-class resort com- 
plexes opened in Phuket in the recent 
pe — including one belonging to Club 

ed. Seven applications for new pro- 
jects involving another 1,500 deluxe 
rooms are pending BOI approval. An 
estimated 400,000 tourists, 40% of 


whom were foreigners, visited the pro- 


vince last year generating more than 
Baht 1 billion in revenue. 
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The macro and micro roads 
to economic success 


ince Taiwan and South Korea have 

followed a common development 
strategy and experienced similar suc- 
cess, at first glance their economies may 
appear almost identical. Below the sur- 
face, however, the structural differ- 
ences in the two economies are in many 
ways even more remarkable than the 
similarities. One of the most significant 
of these is the completely different aver- 
age size of firms in the two countries; 
fundamental differences in the develop- 
ment management approaches of the 
two governments are the main explana- 
tion for this variation. 

The South Korean economy is domi- 
nated by large-scale enterprises, while 
small enterprises prevail in Taiwan. 
From 1966-76, the number of manufac- 
turing firms in Taiwan more than dou- 
bled, while firm size, measured by the 
number of employees, rose by 29%. In 
South Korea, the opposite trend took 
place; the number of firms increased by 
only 10% while the size of the average 
enterprise grew by 176%. 

Over the past decade this gap has 
persisted. The 1985 international For- 
tune 500, which lists the largest non-US 
industrial corporations, included 10 
South Korean firms, five of which were 
in the top 100. In contrast, just one pri- 
vate Taiwanese corporation, Nan Ya 
Plastics, was listed. The 1984 US$10.3 
billion gross sales figure of South 
Korea’s largest conglomerate, the Sam- 
sung Group, was more than 10 times the 
US$900 million gross receipts recorded 
by Nan Ya in the same year. 

The main explanation for this differ- 
ence lies in the varying roles of govern- 
ment in the two countries. In South 
Korea, policymakers actively pursued 
industrial development with an aggres- 
sion which was for the most part absent 
in Taiwan. This was particularly true in 
the 1970s, when the government 
adopted policy measures aimed deliber- 
ately at encouraging large enterprises, 
especially in the heavy and chemical in- 
dustries. In particular, extensive credit 
and tax incentives provided firms with 
large profits, providing funds for re- 
investment and future growth. 

Industrial growth occurred at a more 
gradual pace in Taiwan, with less gov- 
ernment involvement. Policymakers in 
Taipei did not take specific action either 
to promote or limit the size or growth of 
private enterprises. Furthermore, the 
gt ie qut of small enterprises was 

oosted by Taiwan's high personal sav- 
ings rate, which made loan capital more 
readily available, but at high real in- 
terest rates — which have acted to 


trim profits and stifled company growth. 

Differences in local conditions have 
also helped to produce the disparity in 
company size, but to a lesser extent than 
government policies. In Taiwan, indus- 
trialisation grew out of a relatively well- 
developed agrarian society. Taiwan's 
first industries were mostly agriculture- 
related — such as food processing and 
agricultural tools and machinery. Aris- 
ing for the most part from market 
forces, the great majority of these early 
enterprises employed fewer than five 
workers. As a result, when Taiwan 
moved towards the development of the 
manufacturing sector in the late 1950s, 


| it already had a regionally balanced, if 
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South Korean shipbuilding. — 





small-scale industrial infrastructure. 

Beginning somewhat later in the 
1960s, South Korea’s development took 
the opposite route — industrialisation 
preceded agricultural development. 
South Korean planners to this day are 
still grappling with the problem of draw- 
ing industry into the countryside, which 
has neither preceded development as in 
Taiwan, nor followed it. Lacking a net- 
work of small industries in the coun- 
tryside, the development of Korean 
manufacturing basically started from 
scratch. The absence of a basic indus- 
trial infrastructure allowed the South 


Suh Sang Mok, formerly a World 
Bank economist, is vice-president 
of the Korea Development Institute 
and has a doctorate in economics 


from Stanford University. He 
worked at the World Bank from 
1973-78 as an economist. 
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Korean Government to design one ac- - 


cording to its own development plans. 
A high priority in these plans was foster- 
ing the growth of large-scale enter- 
prises. 

The firms' size differential between 
the two countries has had significant 
consequences. For example, industrial 
structure has played a large role in de- 
termining the distribution of income. 
Although both countries have relatively 
better income distribution than most 
developing countries, Taiwan's is more 
evenly balanced than South Korea's. In 
1980, the wealthiest 20% of all South 
Korean households accounted for 
45.4% (just under half) of the national 
income, while Taiwan’s top 20% in- 
come earners had a significantly lower 
share of 36.8%. 

In South Korea, the inequality in in- 
comes and profits between small and 
large firms has grown, with increasing 
concentration in business ownership; 
this difference is reflected in workers’ 
wages. Due to their greater capital in- 
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Taiwan shoe factory. 


tensity, the large firms are able to pay 
higher wages than is possible for the 
more labour-intensive small and 
medium-sized firms. On the other hand, 
Taiwan's very small average firm size 
and the labour-intensive nature of these 
firms served as an equalising force in in- 
come distribution. In addition, the spa- 
tially dispersed growth of industry i in ag- 
ricultural areas allowed rural workers to 
move easily into the industrial sector, 
and thus contributed greatly to the re- 
gional income equality in Taiwan. 


ndustrial structure has also had impor- 

tant repercussions on the savings rate, 
especially in Taiwan, where it averaged 
32.6% of gross national product be- 
tween 1976 and 1982. A major reason 
for Taiwan's high savings rate stems 
from the prevalence of entrepreneurs 
and self-employed workers. Since their 
income is more uncertain than that of 
salary earners, they tend to save more 
for the future. Because Taiwan's small 
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average firm size means that it is rela- 
tively easy to enter the industry, many 
people will also save in hopes of later 
owning their own businesses. 

In contrast, South Korean industry 
with its emphasis on the large firm has 
provided no such incentives to save: as a 
result, the South Korean savings rate, 
which averaged 24.9% between 1976 
and 1982, is substantially lower than 
that of Taiwan. The savings rate was 
held down by high inflation, averaging 
16.4% in the 1970s, which rendered 
negative returns on savings accounts. 
This difference in savings is one reason 
behind South Korea's large external 
debt of US$46.7 billion, in stark contrast 
to Taiwan's US$8.1 billion. With se- 
verely limited domestic reserves, South 
Korea had to rely heavily on foreign 
capital to finance its ambitious indus- 
trial development. 

Recently there has been a growing 
awareness among policymakers of both 
countries that neither extreme can be 
healthy for the economy in the long run. 
The concentration of production within 
a few large conglomerates implies a loss 
of competitive efficiency plus an un- 
favourable distribution of income, 
while a predominance of small firms 
does not allow for the advantages of 
economies of scale: the huge invest- 


€ In South Korea, 
policymakers actively pursued 


industrial development with an 
aggression which was for the 
most part absent in Taiwan. 





ments involved in the rapid develop- 
ment of semiconductor production in 
South Korea in recent years would be 
far more than any Taiwanese firm could 
pull together, and in the area of cars, the 
South Koreans are moving more 
quickly into exports due to superior 
economies of scale. South Korea has 
only two carmakers compared with 
Taiwan’s six. 

Both South Korea and Taiwan have 
made recent efforts to achieve a more 
optimal balance between small and 
large firms. Slow progress in both coun- 
tries shows that the changes will be dif- 
ficult to make, but South Korea seems 
to have met with greater success than 
Taiwan. South Korean planners have 
approached their problem in a typical 
manner: since market mechanisms 
alone cannot adequately bring about 
substantial change in the short term, the 
government has stepped in to create 
momentum for change. As with the 
promotion of heavy and chemical indus- 
try in the 1970s, this momentum has 
come in the form of active and aggres- 
sive policy, focusing on credit allocation 
and the provision of technical assistance 
in research and develpient and in 
marketing to small and ‘medium firms. 

The South Korean Government has 
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ugh agencies such as the Small and 
ium Industry Promotion Corp. and 
Korea Production Technology Ser- 
e Corp., which provide both financial 
managerial assistance. Commercial 
iks, which have been criticised for ig- 
ring smaller borrowers in favour of 
urge corporations, are now re- 
'd to extend 35% of all loans to 
tall sector. The Taiwan Govern- 
nt has adopted policies which aim 
hannel trade through large-scale 
1s. These: large trading firms, called 
ra, are supported by the Export- 
ort Adrninistration and the Large 
ing Fi "rms Assistance Provision 


M 


“Taiwan s ‘efforts to promote jane |^ 8. 


scale industries have not lived ùp to 
original expectations, because the gov- 
ernment has kept to its traditional ap- 
proach of non-intervention. Since the 
Taiwanese have tended to favour busi- 
ness freedom over government support, 
the privileges enjoyed by large firms 
have not been very lucrative, providing 
little incentive for the growth of large 
firms. Firm size is, therefore, still rela- 
tively limited; for example, the Latras' 
annual aggregated trade volume has 
represented less than 2% of the nation's 
total trade in recent years. In compari- 
son, the South Korean general trading 
companies (launched under govern- 


The slowdown in their Burpes growth 


last year illustrated that the world trade 
environment is not becoming any easier 


for the two Northeast Asian newly ín- 
dustrialised countries. Protectionism in 
developed countries and the rapid pace 
of technological change in key indus- 
tries such as electronics have made it 
particularly important that internal 
structural weaknesses be minimised if 
the leading edge of the past is to be 
maintained. For both countries, resolv- 
ing the problems surrounding firm size 
should involve some borrowing from 
the other's textbook, 
habits. 
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changing old 
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akarta-based economists, including 
senior government officials, pri- 
ely foresee as much as a 3% shrink- 
¿mm the Indonesian economy. this 
r. In its annual report on Indonesia's 
nomic performance, the World 
1k says that growth should be less 
2% following last year's 1.1%. 

he government still has not 
ained how the estimated Rps 3 tril- 
1 (US$2.6 billion) shortfall in re- 
pts due to the oil-price slump will be 
mpensated for. An equivalent decline 
spending is warranted, but so far only 
nor cutbacks have occurred. With the 
te sector generating the lion's share 
employment, any spending slow- 
own could easily add to the several mil- 
n unemployed workers who might 
t choose to support the government 
this election year. 

In its recent report, the World Bank 
ommends a tough package of re- 
ns, such as lifting protectionist bar- 
rs to investment and trade as well as 
ucing Ro Imports have drop- 
| significantly over the past three 
rs keeping the current-account def- 
it only US$2 billion, according to 
tics from Bank Indonesia, the cen- 
| bank. Imports last year fell US$3.47 
ion from 1984, and were US$6.45 
ion below 1982, the last year the 
ntry enjoyed a flood of oil-export in- 
ie. Sos then, m e 





i T Vand prepare 1983 and 1985. Miner- 
“and mineral products, including 
troleum products, dropped about 
%, and base metals and their pro- 
cts 23% during the same period. 








ese, in many cases, were replaced by 


mores TRADE BALANCE 


1981 1982 1983 1984 


domestic RNS Imports of trans- 
portation equipment, including cars, 
trucks, ships and aircraft, fell by 40%, 
owing mainly to the slump in the domes- 
tic car market and restrictions on im- 
ported ships. 

In other import categories, such as 
chemicals, plastics, resins.and related 
basic-industrial supplies, and machin- 
ery and industrial parts, cutbacks would 
only serve to harm their buyers, mostly 
domestic manufacturing concerns. 

In fact, the country's import bill may 
have to rise. Export income is more 
than 85% weighted in dollars, while 
only 1876 of imports originate in the 
US. Some 47% of imports. come from 
Japan and Europe, and the value of the 
rupiah has, with the dollar, fallen sharp- 
ly against their currencies. Against the 


yen, the rupiah fell 31% between. 31 


August and 12 June; against the 
Deutschemark 27% in the same period, 
against the French franc 19% and 
against sterling 1076. 

Non-oil and gas exports registered 





8: 
an increase of 2.6%, from US$5.78 bil- | suffe 
lion in 1984 to US$5.93 billion last year. | | — 
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ough times lie ahead 


a Cau of nearly 
all the R S Indonesia exports; 
as with the 1983-84 period, vol- 





umes for many commodity ex- 


ports. increased much faster in 


domestically, rose with the help 
B of export subsidies. Those sub- 
B -sidies were removed at the be- 
^ ginning of June as Indonesia ac- 
ceded to the restrictións of the 
Gatt treaty, and exporters of 
both commodities 






hs by valüs. and. 140% ^» in 


receipts to US$181 million for the year. 


For timber and plywood, the largest 
non-oil export, volume fell 12.495 but 
income rose from USS$1.17 billion to 
US$1.21 billion. 

Of the two most important manufac- 
tured product exports, textiles and gar- 
ments rose slightly while the appliance 
industry slumped with a 50% E in ex- 
port earnings, a loss of US$70 million. 

More of the same is expected for ex- 
ports in 1986. The rupiah's fall against 
non-dollar currencies is likely to help in 
sales of commodities not priced in dol- 
lars. This should give a boost to exports 
of commodities like timber, cement, 
fertiliser and textiles. 

The advantages of a cheaper rupiah 
will not be totally felt, though. The gov- 
ernment has not yet given in to demands 
for cheaper electricity and fuels by in- 
dustrial consumers, who have seen 
nearly every other East and Southeast 
Asian country pass on lower fuel prices 


to the consumer. The competitiveness 
of Indonesian export. disp acrem 
ycia anomal 





1985 than receipts. Exports- of: 
fertiliser and cement, both of 
which are in. vast | oversupply 


expressed 


concern that they would lose an. 
outlet for their output. mE 
BR Figures for other main ex- 
26 ports were mixed, reflecting un- 
stable. markets for many com- 
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highly aamgeritive, heavily tiv 
markets like London, New York, 


and Tokyo are minimum cost and 





But the key to capturing market 
share to destinations like Man- 
chester, St. Louis and Osaka is 
frequent, convenient service. 
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irplanes that offer flexibility and economy. 
The 747 on “thick? high-density routes. The 767 on 
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lowest cost per passenger of any intercontinental 
jetliner, and is preferred by more passengers than 
any other airplane. 
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The 767 offers the lowest cost per trip of any 
intercontinental jetliner, allowing the highest 
possible frequencies; and it treats passengers to 
more preferred seats than any other airliner. 
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thin, low-density routes. Perfect partners through 
thick and thin. BOEING 








ABC has always thrived on competition, 
and is now firmly established as one of the leading 
international banking groups of the modern era. 

Proven international capability: 
strengthened by over US$13 billion in assets, 

a worldwide network and a record of success in 
specialised financial services. 

Proven local expertise: in the Middle East 
where ABC is a leader, and in Europe, the Far East 
and North America through the ABC Group 
offices. 

The ABC Group is committed to growth in 
world banking: why not profit from our success? 
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€ A COUPLE of odd things happened 
on 10 June. Wall Street's Dow Jones 
Average fell 45.75 points — its biggest 
one-day point loss in history, though ad- 
mittedly nothing like its greatest per- 
centage fall — and the price of gold rose 
US$9.50 an oz. Then, just as suddenly, 
the market recovered and the gold price 
lapsed back into a state of torpor. 
Analysts confessed to being baffled — 
and uneasy. It was as though a couple of 
ominous blips appeared on a radar 
screen only to disappear again before 
they could be identified. 

Shroff thinks those blips will come 
thicker and faster. Markets are uneasy 
and though some will argue that this is 
the *wall of fear" which bull markets al- 
ways have to climb, that argument has a 
facile ring to it. The crucial question is 
whether the great paper chase after fi- 
nancial assets can continue much longer 
when the currencies financing it are so 
vulnerable. 

Wall Street analysts have now begun 
saying what Shroff has long argued: that 
the US dollar may have much further to 
fall before a correction in the US cur- 
rent-account deficit comes about. Falls 
could feed upon falls, causing a vicious 
rise in US interest rates in order to 
maintain capital inflows for financing 
that other little deficit — in the US 
budget. Then we are back to square 
one: a strong dollar, bigger Japanese 
surpluses, protectionism and eventual- 
ly, autarky and recession (depression?). 
e IT looks as though the Japanese have 
already begun to recognise the dangers, 
given their new-found passion for gold 
(page 56). Their avid purchasing (which 
could reach 500 tonnes this year) would 
already have boosted the gold price con- 
siderably had it not been for the fact that 
the Soviet Union had sold 225 tonnes 
this year before April was out and is still 
selling, in order to boost its flagging 
foreign-exchange holdings. So is the 
other major producer, South Africa. 

This is gold's longest bear market 
since the two-tier (official and market) 
price system was introduced in 1968 
(and subsequently abandoned). Some 
think that bear market will last for a few 
more years yet. Shroff thinks otherwise. 
But this time it will be currency fears 
rather than the inflation syndrome 
which will bring back the bulls. 
€ REACTION to the Hongkong Secu- 
rities Commission decision to approve 
money-market funds in Hongkong 
(REVIEW, 19 June) has been the expect- 
ed mixture of grudging acceptance by 
upholders of the interest-rate cartel and 
niggling caution by reactionary mone- 
tary officials. Fair enough, but Shroff is 
dismayed to see some local press com- 
mentators apparently trying to sink the 
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funds almost before they have been 
floated. The idea that “annualised” 
transaction costs on money-market 
funds could amount to 4%-plus thus 
wiping out any interest-rate advantage 
they have over bank deposits is a bit far- 
fetched to say the least. 

Take the Shroders (first off the 

mark) Hongkong Money Market Fund 
for example. Its total all-up annual 
charges will be 1.25% — made up of 
0.75% management fee, 0.25% (down- 
ward-sliding scale for large transac- 
tions) trustee fee, plus a maximum 
(though not minimum) 0.25% for “mis- 
cellaneous” charges. There will be no 
entry fee, and no spread between bid 
and offer price of the units. This com- 
pares with standard unit trust charges in 
Hongkong of 5% front-end loading, 1% 
management charges and whatever the 
spread is between bid and offer. This is 
certainly not enough to wipe out the 
favourable rate differential which 
money-market funds should offer. | 
' It may be too Machiavellian to think 
that big local banks would inspire such 
scare tactics. They are more likely to 
launch their own funds to try to preempt 
the opposition. But just in case any 
major holder of funds should be tempt- 
ed to try any sabotage tactics by man- 
ipulating money market rates or by al- 
ternatively buying and selling huge 
chunks of any fund, it is as well to re- 
member that the managers have the dis- 
cretion to accept or reject any major 
purchase. The more canny fund-man- 
agement groups will be monitoring who 
is buying and selling just as closely as the 
monetary authorities will be watching 
the overall growth of the market. Reg- 
ulators should not cry wolf if M1 surges 
in Hongkong just as it did in the US asa 
result of funds shifting to the short end 
of the market. 
@ OF all the ideas, measures and poli- 
cies adopted by the Singa- 
pore Government since the 
stockmarket collapsed in 
December, the proposal by 
the Singapore International 
Monetary Exchange (Simex) i 
to set up a futures contract a” 
in an index of local stocks is 
the brightest. That apostle 
of sound money Dr Goh 
Keng Swee always thought 
that stock-index futures 
were simply another casino 
chip, with which squeaky- 
clean Singapore should not 
be associated. Has the financial slump 
produced a new convert? Or is the dep- 
uty chairman of the Monetary Author- 
ity of Singapore (MAS) less influential 
than before? | | 

Whatever the answer, his disciple Ng 





Goh: convert? 


Kok Song (soon to move from the MAS - 


to direct the equities department of the 
government's investment corporation) 
is an eloquent proselytiser for the idea. 
The chief advantage of a stock-index fu- 


tures contract is convenience: fund © 


managers the world over would like a | 


piece of Singapore/Malaysia without 
having the hassle of worrying about 
which companies to invest in. And 
make it a wide enough index so that 
counters like Pan-Electric, a former 
constituent of the Straits Times 
Index, do not make quite such big waves 
when they crash. Most important, as Ng 
has said, foreign investors could not 
only buy in easily, but also sell out. 

At this early stage, it might seem 
churlish to counsel caution, but some 
thought needs to be given to the possi- 
bility of the tail wagging the dog. If the 
futures contract becomes popular it 
might easily outstrip turnover in the 
cash market. One possible result is man- 
ipulation of the futures market, against 
which the Singapore authorities have 
recently tightened their legal safeguards. 
Another danger is that, even without 


manipulation, more investment atten- | - 


tion could be given to the stock-index 


futures market than to the stockmarket | - 
itself. After all, one reason why inter- - 


national fund managers were not given 
tax incentives to open offices in Singa- 


pore to play the local market was fear |. 


they would dominate it. 

In a perfect market, arbitrageurs 
prevent the two exchanges from moving 
too far out of line with each other. But 
Singapore is a far-from-perfect market: 


the stock exchange is still too narrowly | | 
based, judging from the recent rally in | - 


which punters and brokers were com- 


plaining that too much money was chas- | 


ing too little scrip. Anything between 
70% and 90% of all local shares are 
closely held by families and by corpora- 


ly seeing the light of day. 


real problem of promoting a 
healthy stockmarket. Health 


REUTER 


well-balanced blend of individual and 
institutional participation, and a firmly 


based relationship between the stock- | ' 


broking fraternity and the authorities. 
Shroff would suggest that Singapore still 
has some way to go. 


and vitality depend on having a: 

good, wide selection of stocks | 

that are «ipe marketable, a | 
i 


tions (if they can be distin- |. 
guished from each other), rare- | 


What worries Shroff about |. 
the admirable proposal to set |- 
up a stock-index futures mar- | 
ket (and the unlisted securities | 
market, which is due to be es- | 
tablished later this year) is that | 
it deflects attention from the © 
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MARKETS 
The summer 
of content 


The Seoul stockmarket looks 
. set for a long climb 


_ By Paul Ensor in Seoul 


Ts boom, which started on the Korea 
Stock Exchange (KSE) at the end of 
last year, thunders on. It appears only a 
matter of weeks before the composite 
index hits 250, a level that even the most 
optimistic forecasts at the start of the 
year did not predict would be achieved 
before the end of 1986. The boom re- 
flects general confidence among invest- 
ors in prospects for the economy and the 
government's expansionary monetary 
policy. It owes little directly to foreign 
influence, though anticipation of direct 
foreign investments sometime next year 
has undoubtedly encouraged investors. 
Two South Korean companies have 
issued convertible bonds overseas in the 
past six months, with another, Yukong, 
soon to follow (SHROFF, REVIEW, 29 


POLICIES 
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May). The Korea Fund, a company 
listed in New York which invests on the 
KSE, has also recently doubled its size 
with the issue of a further US$40 million 
of shares, but apart from providing en- 
couragement, these indirect invest- 
ments by foreigners have had little ef- 
fect on activity. The fund has so far in- 
vested almost exclusively in actively 
traded stocks, which account for around 
20% of market value, or roughly 
US$1.5 billion, and the extra US$40 
million comes to around 2.5% of that 
amount. A similar fund based in Europe 
is planned for later this year. 

Records have been broken in 1986, 
with the index rising from 161.3 on 4 
January to 240.5 at the end of trading on 
16 June — a 49% gain in six months. 
Average daily trading value to date is 
approaching Won 40 billion (US$45.1 
million), compared with Won 12.3 bil- 
lion in 1985. Buying has been concen- 
trated on companies with strong funda- 
mentals, leaving aside depressed areas 
such as construction. Electronics and 
car-industry blue chips have been fa- 
vourites, and these have been joined by 
textile issues in recent months. 

Market corrections have been short- 
lived. Late in April investors were re- 
minded of the power of rumours when 


Promises on trial 


Hawke pledges restraint to improve balance of payments 


By Hamish McDonald in Sydney 


~~ Prime Minister Bob 
Hawke has pledged wage and fiscal 
restraint to fix a severe foreign-pay- 
ments problem. But, after three years in 
office, his rhetoric is devalued, and his 
pledges are earning little credit in ad- 
vance of action. 

Financial markets have downrated 
Australia since poor balance-of-pay- 
ments figures in April led to Treasurer 
Paul Keating's warning in mid-May of a 
"banana republic" future unless re- 
medies were taken (REVIEW, 29 
May). 

The free-floating Australian dollar 
has bumped down from A$1:US$0.745 
to around 69 US cents, and from 61.3 to 
under 58 points on the trade-weighted 
index of the Reserve Bank of Australia 
(the central bank). 

Discord between Hawke and Keat- 
ing has not helped in steadying markets 
unsettled by Keating's remarks, which 
were an abrupt change from previous 
assurances that last year's 20% fall in 
the dollar would eventually do its 
healing work on the current-account 
deficit. 

If Hawke's preferred role is that in- 
herited from his earlier trade-union 
career — of reconciling competing 
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claims — as many political analysts as- 
sert, Keating has seemed determined to 
push Hawke into giving directions to 
economic interest groups and for- 
getting about the short-term opinion- 
poll concerns of his image-oriented 
“minders.” 

At least in terms of stated intent, 
Keating has been successful. Hawke 
overturned the idea of holding a “sum- 
mit” meeting on the economy with busi- 
ness and trade-union representatives. 
On a nationwide TV address on 11 
June, Hawke outlined the government’s 
preferred course of action, proclaiming: 
“I would rather risk electoral defeat 
than take the soft options now that 
would mean we mortgage [our] great fu- 
ture.” 

Hawke seeks a further clampdown 
on wages growth, a policy urged for 
some months by business spokesmen 
to take the pressure off monetary po- 
licy, but one which Hawke and his 
Australian Labor Party colleagues 
have been understandably reluctant to 
adopt. 

Under an. “accord” between the 
Hawke government and the Australian 
Council of Frade Unions (ACTU) in 
May 1983, employees have had wages 


Hawke: ‘no soft option.’ | 
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the market suffered its sharpest drop 
since the assassination of president Park 
Chung Hee in 1979 (REVIEW, 8 May), 
but within days the index was again 
climbing. The rumours of a possible 
coup or major financial scandal fell into 
a market already worried about the 
Ministry of Finance's desire to stem 
money supply and market growth. A 
number of measures aimed at slowing 
growth had met with only limited suc- 
cess since their introduction in March 
(REVIEW, 3 Apr.). 

There was a week-long lull in May, 
largely due to worries about politics, 
and turnover dropped dramatically — 
down to a daily average of Won 17.15 
billion in the second week of May from 
the Won 27.12 billion average in the 
previous week. But ever since, turnover 
and prices have risen steadily, buoyed 
by good political news, the fact that 
broadly defined money supply (M2) 
grew by 17.2% in May and exceeded 
growth targets again, plus rumours that 
the government may further loosen its 
grip on money growth. 

The traditionally quiet trading 
months of summer are approaching, but 
barring unforeseen political develop- 
ments, nothing appears to stand in the 
way of further gains in the market. p 


MARGARET OLAH/RAPPORT 





adjusted for inflation every six months 
after hearings in the quasi-judicial Con- 
ciliation and Arbitration Commission. 
The floating of the dollar came later, 
and no mechanism was agreed to dis- 
count from wage adjustments that part 
of inflation caused by any currency de- 
preciation. 

With the more militant unions al- 
ready reluctant to accept the accord, the 
ACTU leadership has struggled hard 
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Not a bang, but 
a whimper 


Guthrie Corp.’s quiet 
return to market 


By Mike MacLachian in London 


he industrial conglomerate, Guthrie 

Corp., snatched from the London 
stockmarket in a spectacular dawn raid 
five years ago, has come back. But its 
return did not cause nearly as much stir 
as its departure. 

When. Malaysia’s national equity 
corporation, Permodalan Nasional, 
took over the company in 1981, it 
caused a coolness in relations between 
the two nations and a general tightening 
of stockmarket rules to prevent such 
early-morning raids. But its offer-for- 
sale at 30p (45 US cents) a share before 
beginning dealings again this month, 
met with a very muted response. 

The offer was just 1.1 times sub- 
scribed, with about 3,400 applications 
for the 32.9 million shares. Analysts 


JOHN FAIRFAX 


Crean: room to manoeuvre. 


against the further sacrifice of “dis- 
counting.” Last September it agreed to 
a “one-off” discount, whereby the wage 
adjustment for July-December 1985 
was to be trimmed by two percentage 
points. 

But it extracted a quid pro quo: 
government support for its case before 
the arbitration commission whereby a 
claimed 3% national productivity gain 
since 1983 was to be paid in compulsory 
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were disappointed at the result, as there 
had been a good deal of enthusiasm 
about the offer. 

The rationale behind it was, in a 
sense, an echo of the rationale for the 
Malaysian takeover. The raid was not 
mounted to gain control of Guthrie's di- 
versified holdings — which ranged from 
carpet manufacture in Britain to super- 
markets in Malawi. Rather, the aim was 
to Malaysianise the company's exten- 
sive rubber and oil-palm plantation in- 
terests. 

They were stripped out a year later, 
removing about £230 million of Guth- 
rie's total assets of £285 million. But the 
far smaller rump that was left turned out 
to be a meaty one. Under the manage- 
ment of Canadian Jock Green-Army- 
tage, the former banker who was the 
mastermind behind the original dawn 
raid, it has shown a steady rise in profits 
from £1.73 million the year after the 
takeover to £14.1 million last year. 

There have been a few new acquisi- 
tions, but there have been some dispos- 
als and a substantial programme of 
management rationalisation, with the 
traditional many-armed trading-com- 
pany structure being severely trimmed 
and Green-Armytage keeping a firm 
personal hand on the tiller. 


employer contributions to portable pen- 
sion schemes. 

In his TV speech and accompanying 
papers, Hawke has now demanded 
more. Devaluation had worked: import 
volumes went up only 1% and export 
volumes rose 14% over the past year. 
But this gain had been negated by a 1496 
fall in Australia's terms-of-trade since 
December 1984, most occurring since 
last June. In the past year, this trade- 
terms effect cost the equivalent of 396 of 
gross domestic product. 


awke will not seek to re-open the 

July-December 1985 wage adjust- 
ment, which, with the 2% discounting, 
will be 2.3% when announced shortly. 
However, he said delays in this case had 
been useful, and the next adjustment 
(for January-June) should also be 
pushed back six months as well as being 
discounted. The 2.3% wage rise would 
be the only increase this year, and, set 
against 8-9% inflation, would see a dis- 
tinct fall in real labour costs. 

Hawke left the detail of discounting 
for the next adjustment vague, but indi- 
cated a range of one-to-three percent- 
age points. He also endorsed the 3% 
pension fund levy, though urging that it 
be introduced over two years under gov- 
ernment supervision. 

In this he has no doubt been mindful 
of the need to give the ACTU president, 
Simon Crean, room to manoeuvre with 
leftwing-controlled unions. Crean has 
rejected further discounting but has said 
the ACTU will talk ‘about modifying 
the accord. Essentially, discounting 
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As the profits have risen, borrowings | 
have dropped, from 71% of sharehold- | 
ers’ funds in 1982, to 36% today. And | 
though many of the company's busi- | 


Sat dui 


al 


nesses — such as fire hoses and carpet | — 
underlays — were a logical extension of | 


its rubber base, others were acquired in | 


a deliberate attempt to diversify out 
of rubber (and also to ward off a 
threatened Sime Darby bid in the early | 


1980s). E 


Thus, the rump had a life of its own. 
As one commentator remarked: “The 
company is different in being the first 
‘pure’ conglomerate to be offered on 
the market and it looks more adaptive 


and entrepreneurial than most.” He | | 


pointed out that the shares were being 
offered on a multiple of 11.8 times 


last year's earnings and a yield of | - 


5%. 

It had been widely expected that the 
rump companies would have been split 
up and sold off separately, but, “taking 
the long-term view,” as Green-Army- 
tage put it, the Malaysian board, 
headed by former Bank Negara gover- 
nor Tun Ismail Ali, decided to put a | 
value on the ee apod and take it to | 
market. It is stil 
what the market thinks of this stra- 


tegy. 


will be decided at this level: the arbitra- - 
tion commission is virtually a rubber | 


stamp. "9 


Keating said delayed increases and 
discounting would bring Australia’s in- 
flation rate within “striking distance” 
of the OECD average by late 1987. Pri- 


vate economists suggest a range of 5.1- | 


5.3% by the second half of next year, 
twice rather than three times (as at pre- 
sent) that of industrial trading part- 
ners. 

However realistic this might be in 
political terms, it was not immediately 
appreciated by financial markets, which 
marked the dollar down 1 US cent 
within two hours of Hawke's speech, 
though it quickly regained half the loss 
and steadied. 

At the annual financial meeting with 
the six state premiers on 13 June, the | 
federal government exacted a 4.25% 
real cut in spending and borrowing for 
the 1986-87 year starting on 1 July, 
though capital works are hit more than 
recurrent spending (state governments 
employ two-thirds of Australia’s 1.7 
million public employees, or 32% of the 
workforce). 

In itself this reduces the public-sec- 
tor borrowing requirement (by about 
A$660 million), and also helps Hawke 
cut his own 1986-87 budget, due in Au- 
gust. To keep the federal deficit down to 
around A$5.5 billion (equivalent in real | 
terms to this year’s A$4.9 billion), he 
needs to trim spending by at least A$1.4 - 
billion. Along with negotiation of wage 
discounting with the ACTU, this is 
Hawke's next trial. 


too early to see |. 
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Salvation begins at home 


The World Bank says Indonesia needs policy changes 
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By Paul Handley in Kuala Lumpur 


aes of 12 countries 
gathered recently at The Hague in 
Holland to approve US$2.4 billion in 
new loans and grants for Indonesia were 
confronted with a report saying, in ef- 
fect, that Indonesia can survive 
economically only if each of them light- 
ens up on restrictions placed on loans to 
Jakarta, and provided each increases its 


imports from the country. 


Indonesia's chief administrators also 
have copies of the report from the 
World Bank, which along with the 12 in- 
dustrial nations forms the Inter-Gov- 
ernmental Group on Indonesia (IGGI), 
which coordinates annual concessional 
funding. If these administrators 
(beyond the technocrats who already 
work closely with the World Bank) fail 
to read between the lines of the report 
they, too, will probably conclude that 
the solution to their problems is for the 
Japanese, Europeans and Americans to 
*Buy Indonesian." 

The bank's casual exhortations for 
increased efficiency — a sort of oblique 
Javanese way of getting the message 
over to Indonesian leaders — might 
then be missed. Only occasionally does 
the report go to the heart of the matter 
and touch on restrictive licensing and 
other valuable concessions which 
favour certain individuals but disadvan- 
tage the economy as a whole. 

The World Bank emphasises boost- 
ing non-oil exports as the primary way 
for Indonesia to overcome the im- 
mediate economic danger brought on 
by the 50% fall in oil prices in the first 


quarter. A projected US$3.9 billion 


yearly shortfall in oil receipts through 


| fiscal. 1987-88 (ending 31 March) as 
well as losses due to the recent inter- 


national currency realignment threaten 
to raise the annual current-account 
deficit to US$5 billion. This could im- 
pose a severe strain on debt-servicing 
capacity. 
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Servicing costs on existing public 
debt — US$28.3 billion at the end of 


1985 — will rise from US$5.2 billion this. 


year to US$6.1 billion in 1988. The US 
dollar's depreciation, especially against 
the yen, adds about US$800 million to 


debt-service payments this year as. 


6095 of the debt is in non-dollar denomi- 


nations. 
If oil prices hold in the US$13.50 a 


barrel range for this year, debt-service. 


will top 30% in 1986, or 33% if US$3.8 
billion in private debt is included. The 
bank report takes this as the most cru- 
cial point for the economy's managers. 
Most important, it says, is to restrain the 
current-account deficit to below US$4 
billion in fiscal 1986, lowering that to 
US$2.5 billion in 1987 and bringing it 
below US$2 billion in 1988. 

If the deficit cannot be cut, the bank 
warns, debt-service will also not fall, af- 


fecting domestic financial stability and: 


growth in the medium term. Growth fell 
to 1.196 last year and will, the bank 
says, be “below 2%” this year. This is a 
dramatic understatement, say Jakarta- 
based economists: they see the econ- 
omy shrinking by as much as 3% with 
the oil-income loss. 

The bank does not hedge on the need 
to boost growth to 3-3.5% at the end of 
the 1980s and 4-4.5% in the early 1990s, 
to absorb the rapidly expanding work- 
force. “Without a resumption of 
adequate growth, the employment situ- 
ation, which will inevitably worsen in 
the short run, could progressively as- 
sume unacceptable dimensions,” warns 
the report. 

The financial technocrats have had 
good practice over the past three years 
in controlling the nation’s finances; the 
bank prescribes extremely delicate 


management for the next three years. - 


Adjusting to lower savings and foreign 
earnings too quickly will overly shock the 
economy; prolonging the restraints 





NZ$562m 
(US$312.2m) 











A$970.49m 
(US$669.3m) |: 


Oil refinery: debt-service strain. 


needed now for more than two years 
will have too severe an effect on future 
employment and incomes. 

The short-term route for managing 
the current-account adjustment is 
through improving the external trade 
balance. More import cutbacks are 
necessary, though capital goods will 
have to take the brunt of this and lower 
investment, and lower growth, will be a 
necessary consequence. The interna- 
tional currency realignment will raise 
the import bill some US$700 million this 
year, making import savings even more 
difficult. 


t the same time, the country must 
increase its non-oil exports 676 an- 





.nually in real terms through 1989. This. 


requires a stronger export-support po- 
licy for manufacturers, who have mostly 
been oriented towards the domestic 
market. The bank praises the introduc- 
tion of a package of incentives for ex- 
port-oriented investment in early May 
as evidence of a change of thinking 
within the government (REVIEW, 22 
May). 

The country's potential in commod- 
ity and manufactured exports has been 
clear for years. Indonesian labour costs 
undercut nearly every other Asian 
country, with competition limited to 















sector and rate of | 
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Shipbuilding slump increased bad debts to *€2.45b, sending E 
net profits down. x 


Leasing business and low tax contributed most of profit while : 
retail banking broke even for former merchant. bank Hill | 
Samuel Australia's first full year as bank. = ===- 2 


Despite poorer trading conditions and cost pressures, efficient r 
management ensured steady profits. Full-year earnings | 
forecast at NZ$22.5m. x 
Competitive pressures are not expected to ease and second- | 


half results will depend on health of farm 
recovery of building industry. 










China and India. Recommendations by 
the bank to offer more incentives 
for exporters and raise "efficiency" re- 
peat what it has been trying to drive 
home for years, with extremely slow re- 
sults. — | 

_ But the positive presentation of the 
non-oil export potential is focused to- 
wards telling the IGGI that progress 
cannot be made without their lifting 
barriers to Indonesian exports. The 
IGGI, absorbing 81% of Indonesia's 
non-oil exports, has a "special responsi- 
bility” here. Tariff barriers, with the 
exceptions of agricultural exports to 
Japan and industrial exports to Austra- 
lia, are modest, but non-tariff bar- 
riers (NTBs) facing Indonesia are much 
higher than the average for developing 
nations. .. — 

_ Comparatively, a greater percentage 
of Indonesia’s products face NTBs, par- 
ticularly in Japan and the EEC. This re- 
flects the heavy weighting in Indonesian 
exports of textiles, wood and agricul- 





is debt febt-service ratio (%) ^ source: World Bank. 
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. .tural products, : 
-tremely vulnerable 
barriers worldwide. The 
impact 
then, is not surprising. 
Nor will it be surprising 
if the IGGI members de- 
cline to lift barriers for In- 
donesia exclusively. 





* maller exports, 
though, are a source 
of strength, the bank says. 
Indonesian footwear, 
steel and cement have yet 
to enter markets outside 
the region in a substan- 
tial way, and still face 
no barriers. Efforts 
should be made to deve- 
lop these manufactured 
exports. 

Through the medium term some 
room for manoeuvre will also be found 
if the use of official borrowing is more 
effective. If the government can protect 
the current reserves level of more than 
US$10 billion, and if the current-ac- 
count deficit is managed as the World 
Bank recommends, capital inflows 
averaging US$6 billion yearly will be re- 
quired through fiscal 1989, implying 
gross disbursements of medium- and 
long-term public loans of US$5.4 billion 
annually. This requires borrowing 
US$4.8 billion yearly for the next three 
years. 

No new projects should be started 
with aid, the bank recommends. Exist- 
ing projects should be reviewed for cost 
effectiveness, with employment a major 
consideration, and major existing pro- 
jects should be pushed towards com- 
pletion. The bank suggests that large 
capital-intensive projects relying heav- 
ily on foreign ex cane outlays be post- 
poned. 
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debt, are urged to inc con 
nce, with 
risk that IGGI loan | urseme 

would fall if the donors do not increase 
their flexibility. Soap" 
A cursory critique of the use of thi: 
aid says project implementation is still 
unsatisfactory. Procurement is slow 
and where disbursement has beer 
speeded up, quality has often suffered. 

The bank only says that disburse. 
ments from some aid sources are below 
the 1980-83 levels, and that World Bank 
disbursements are well below regional 
and bank-wide averages. _ D 

For the medium to long term, the re- 
port suggests that emphasising impot 
substitution investment causes, in man 
cases, a net outflow of funds, without 
producing the returns that export 
oriented investment will. Employment 
and foreign-exchange earnings should 
be the guidelines for shaping industria 
policy. 

Repeated cheers for the 6 May pack- 
age in this context obscure the still-pre- 
valent attitude in Jakarta, which the 
bank does address: regarding imports 
and import substitution, the bank says, 
“in fact, levels of protection are not 
being reduced." Continuing implic 
subsidies discourage production for e 
port. Pi 

The root of the matter is touched 
upon, once, in examples uncharacteris- 
tic of the report. It mentions exclu- 
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for certain petrochemicals and steel, 
both situations costing the economy 
dearly. | ; | 
Not mentioned is that these licences 
have been granted to the relatives and 
friends of the highest government offi- 
cials, a practice underlying most of the 
protectionist policies. 
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OKYO: The Nikkei Stock Average closed the 
don 16 June at 17,185.6, down 20.37 points 
le previous period's finish. After the stock ex- 
ge warned that the bull run was dangerously 
ig, investors backed off. But insurance com- 
nies were still buying selectively, though 
stic-demand issues such as real estate and 
wer utilities were snubbed. Janome, Takaoka 
ic and Mochida Pharmaceutical moved up 
eavy buying. Average daily turnover for first- 
n stocks was 737.02 million shares. 










































NGKONG: Prices rose marginally over the 
day period. Buying interest was partly attri- 
ed to brokers closing their short positions 
'ad of the holidays and some bargain hunting. 
e Hang Seng Index put on 18 points to close the 
riod at 1,765.65 while average daily turnover 
samoderate HK$269.27 million (US$34.5 mil- 
1). Property stocks emerged from the period as 
best performers while utilities were mixed. 


ALIA: Investors continued to take profits 
hout the period, particularly in the lead-up 
the prime minister's 11 June economic state- 
nt. This failed to clear up nervousness, which 
s compounded by another poor monthly bal- 
-of-payments result announced on 13 June. 
approach of the end of the most common cor- 
te financial year on 30 June also had investors 
g for information, while a weaker Wall 
eet cast its bearish influence. Hardest hit were 
erbought industrial stocks, sending the All- 
lustrials Index 31.9 points down to 1,919.5 
the Metals and Minerals Index fell only 5.1 
ints to 532. The All-Ordinaries Index shed 13 
ints to 1,209. 1. 


W ZEALAND: The market opened quietly and 
ded initially within a narrow band. However, 
> in the period, a sustained fall in the New Zea- 
d dollar and an easing in cash-issue pressure 
share prices strengthen in moderately active 
ding. Corporate profit results announced dur- 
e period were mixed. Fisher & Paykel and 
e Price Downer both reported substantial 
fit declines while NZI's profit rose 21% to 
$85.2 million (US$47.3 million). 


NGKOK: The market continued to decline as 
aders were interested in making new com- 
ents. Even blue chips like cement counters 
losing their attraction. It should be noted 
the market still reflected investors' extreme 
usness. Counters staged a technical rally on 
y but failed to carry through the rest of the 
iod. The Book Club Index eased 0.32 of a point 
lose the period at 115.53. Total turnover rose 
5,811 shares, valued at Baht 105.5 million 
3$4 million). 


ALA LUMPUR: The market opened on 11 May 
other brisk period of trading after the two 
of holidays — the third successive, strong 
on the market. Share prices, however, eased 
htly on 13 May when profit-takers emerged, 
erage daily volume traded for the period was a 
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YING interest continued to be strong in many Asian markets in the period to 16 ay 
. Malaysia performed particularly well, boosted by corporate activity, while 
h Korea’s bull run showed no sign of abating. d ks 





more realistic 17.164 million shares, valued at: 
M$23.59 million (US$8.9 million), slightly more + 
than half of the previous period's artificially bolster- 
ed trading due to deals between two situational . 
counters. Investor interest was focused mainly on 





industrials, while finance and property stocks 
were only selectively. active. Fraser's Industrial 
Index eased 27.95 points to close at 2,374. 


SINGAPORE: The share rally ran out of steam, 
after six weeks of almost continuous rises. The 
Straits Times Industrial index exceeded the chart 
point of 710 on 10 June, fell 16 points to 696.12 
during the following three days and then rallied 
slightly to a level which is showing early signs of 
consolidation. Analysts say Singapore has outper- 
formed all other equity markets worldwide since 
the beginning of May. One reason for the rise has 
been the release of $$25.2 million (US$11 million) 
worth of Central Provident Fund savings into the 
stockmarket in May, according to the fund's 
board. Fraser's Industrial Index rose 40.16 points 
to 4,072.65 on turnover averaging 28.11 million 
shares a day. 


MANILA: The Manila mining index rose 117.33. 


points to 1,071.95, breaching the previous high (of 
1,051.32 on 3 Apr.) attained since the advent of 
the new government in late February. Gold and 
copper producer Benguet rose 44% on specula- 
tion of unloading by major shareholders identified 
as cronies of the deposed government. Among 
commercials and industrials, Philippine Long Dis- 
tance Telephone continued its rise, but at as ower 
pace, amid rumours of a major leadership shuffle. 
Oils were more active though prices changed lit- 
tle. Average. daily turnover slowed 11:6% to 
P20.66 million (US$1. million) in the holiday- 
shortened period. 


TAIPEI: Despite a holiday-shortened trading 
period, the market'$ weighted price index set a 
new record after climbing 10.01 points during the 
period to close at 990.92. Analysts differed on 


whether the market would continue its upward. 


surge. Given the robust economic performance, 
however, many reasoned that the index would 


push through the 1,000-point barrier within the 


next few weeks. Share prices were generally 
higher, with the special categories of paper and 
plastics making the most significant gains. Trading 
volume was still heavy, as daily turnover averaged 
NT$2.78 billion (US$72.9 million). | 


SEOUL: It was another ebullient period, as indi- 
vidual buying outweighed directives to institu- 
tions from the government not to buy, and drove 
prices up 11.89 points to 240.46. Daily average 
volume grew 9.9 million to 43.92 million shares, 
with machinery, transportation equipment and 


chemicals enjoying the largest sectoral gains. In. - 


view of the near 50%-gain in the index since the 
beginning of the year, investors are now turning to 
securities: companies, driving up prices of each of 


_the five listed firms by their legal daily limits on ~ 
five consecutive days. Among the few sectoral los- 
| ers were pharmaceuticals. a. Gu 
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Fima Metal Box. : 2.72 
Hume Industries 2.23 
Malayan Cables 3.90 
Malayan Gemert 501 
Malayan Credit 4.30 
Maiayawats Steel 0.57 
Malaysia Building Society 2.89 
Matsushita 6.90 
New Straits Times 5.00 
Pan Malaysia Cement 2,83 
Perlis Plantation 3.62 
Public Bank 1.22 
Rothmans 4.78 
Sheil Refining Co. 3.50 
Tan Chong Motor 6.48 
United Motor Works 0.50 
United Plantations 4.50 


í$June- 

Commercial Bank Won 
ot Korea 785.00 
Daewoo Corp. 1,195.00 
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Tong Yuan £iec 
US Far East: 2 : 
Yue Loong Motor 
Yuen Foong Yu 
Waisin Lhwa Wire 
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3 months forward: Japan 164.48, Hongkong closed, Singapore S$2.211 
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Source: Hongkong Brokers Ltd and 5 Furst Pacific Finance. 


spot and forward rates from local and international markets. 
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Nippon Credit Bank 10-3/8 8/Jufy/95 


Current delivery Wuty) 
Oct. delivery 

Rubber 
Current delivery (July) 


Cocoa 
Current delivery (July) 
Sept. delivery 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox’s part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 
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erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 






matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TL X: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 


Where the world comes 
for energy solutions. 
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It's as easy as ABC. 


Citibank Asian Banking Center. 


Citibank has established Asian BankingCenters Backed by the world's leading bank. 
in Singapore, Hong Kong, San Francisco, ^ Citibank has more than 80 years’ experience 
Guam, USA and Canada. There is no tax in Asia. We have 2600 branches and offices 





withholding (except for Canadian dollars 
placed in Canada) and free 44 
. flow of funds. 

Asian Banking Center 
was created to help 
individuals and busi- 
nesses diversify their 
assets and to look 
after their particular 
financial needs. 


A whole new 
world of financial 
opportunities. 

You can deposit in any 
major currency... such as 
US dollars, Canadian dollars, 
Japanese Yen, Australian 

dollars, Deutschemarks, Sterling pounds, 
and New Zealand dollars, with a range of 
maturity periods and auto-renewal facility. 
You can invest in precious metals and arrange 
for credit facilities, foreign exchange 

and remittances to any part of the world. 









in 95 countries, and our total assets exceed 


US$175 billion. 


At Asian Banking 
Center, you can 
make use of 
Citibank's financial 
. expertise world- 
wide. 


onfidential 
investment officers. 


Your Personal 
Financial Officer is 

"^ a Skilled professional 
who will handle all your - 

transactions and tailor 

specific financial packages for you with the 

utmost discretion. 


Find out how easy it is to open an account 
with Citibank. Just call us on any of the 
private numbers listed below. 


CITIBANK 
The worlds leading bank 


Asian Banking Center: 


* Singapore: 1 Shenton Way, Singapore 0108. Tel: 224-5757. Telex: R522482 
CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel: 732-2288. 
Telex: RS37446 CITARC. 


* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. 
Tel: 5-761380. Telex: 73243 FNCB. 


* San Francisco: Citicorp Center, 24F, One Sansome Street, San Francisco 
CA 94104, USA. Tel: (415) 627-8485. Telex: 278374 CTBK UR. 


* Guam, USA: Citibank NA, 402 Marine Drive, PO Box FF, Agana, Guam 96910. 
Tel: (671) 477-8881 thru 8. Telex: 7216159 CITIBK. 


ə Canada: Toronto: 463 Dundas Street West Toronto, Ontario, M5T 1G8 Canada. 
Tel: (4318) 977-7272. Telex: 08-23626 or Vancouver: 612 Main Street, Vancouver, 
B.C. V6A 2V3 Canada. Tel: (804) 582-7373. Telex: 04-508367. 


For more information, simply fill in the coupon or attach a name card and 
mail to the location of your choice. (All correspondence will be treated in the 


strictest confidence.) Im 
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We want you to come to the Philippines. ‘Io see the sights. ‘To meet 
the people. ‘Id bask in our sunshine. To join us in celebrating the beginning 
of a new era in our history. 

SO we're giving you the best possible incentive: 50% off the regular 
rate of all our rooms and suites until September 30, 

1986. 

There are no restrictions. Our Fiesta 
Bonus '86 applies to every guest. So come 
now and enjoy all the luxury of Manila's 
leading hotel for less. 


Y THE WESTIN PHILIPPINE PLAZA 
Manila 
Luxury by the bay. 





For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM. 
ther Westin Hotels in Asia: Hong Kong, Shangri-La * Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza * Tokyo, Akasaka Prince Hotel & Tokyo Prince I 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huari Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


"The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume ànd channels of doing foreign 
business, the forms of doing business | 
and the legal, regulatory and tax environ- | 
ment. B 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 
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(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 

Robert Delfs 

Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 
Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 


Order Your Copy of This s Valuable Book Today! 


Circulation Manager, Far Eastern Economic Review, 
G.P.O. Box 160, Hongkong. 


Please send ........... copy(s) of China for which | enclose US$60 per 
copy. For surface mail delivery add US$4, for airmail delivery add 
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66 France. in Mandarin, means land 

of justice,” says a veteran Sino- 
Khmer exile in Paris — one of the nearly 
100,000 Cantonese-speaking refugees 
from former French Indochina now set- 
tled in France. Unlike the 50,000 native 
Khmer, Lao and Vietnamese refugees, 
the Chinese community is seeking per- 
manent abode in the country. Most are 
refugees from Cambodia, others have 
left Vietnam and Laos since the mid- 
1970s, and a small number are expat- 
riates from Thailand and even Hong- 
kong. 

Rather than justice, prospects for 
enterprise seem to be the decisive factor 
behind their desire to stay in France. 
Half the country's Chinese population 
live in Paris and its outskirts. The 
French capital's 13th district alone shel- 
ters 25,000, and has 150 Chinese-run 
restaurants specialising as much in Can- 
tonese delicacies as in Vietnamese, 
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13th district Chinatown: 'Hongkong-on-the-Seine. 


Khmer, Lao, Thai and even Indonesian 
cuisine. 

Disparagingly dubbed “Hongkong- 
on-the-Seine" by French communist 
leader George Marchais, Paris' 13th dis- 
trict also harbours 41 Chinese grocery 
stores, including three supermarkets, 20 
jewellery shops, and 22 video dealers 
selling Hongkong-made cassettes. The 
Hongkong and Shanghai Banking 
Corp. has a branch in the district, and 
was joined, early this year, by Taiwan's 
International Commercial Bank of 
China. 

Textile manufacture is the main 
source of income for France's Chinese 
entrepreneurs. Estimates suggest that 
several thousand mostly underground 
workshops across the country churn out 
finished pieces for wholesalers, and 
even known French brandnames. The 
employees are mainly the less-affluent 
Chinese or Khmers. Accused of paying 
lowly wages, by French standards, 
workshop owners shift the blame on to 
their buyers. “They exploit our ignor- 
ance of the local market and the coun- 
trys regulations,” complains the 


Chinese Textile Manufacturers' Associ- 
ation. Association leaders add point- 
edly, however: “If France manages to 
compete with Italy on the European 
textile market, it owes it to us. Our price 
line has been steady for the last five 
years." 

For the average French person, the 
modern image of the hard-working 
Chinese still holds. France's Chinese 
community is a closely knit group, en- 
dowed with a near-autonomous econo- 
mic and financial network. Frictions 
with the local population, or with the 
law are rare. But "they're too well-be- 
haved and industrious to be true," goes 
the popular suspicion, chiefly among 
France's small business people. 

A raid by the Paris. police last 
November in the 13th district 
Chinatown unearthed a workshop illeg- 
ally employing escapees from mainland 
China, who had bribed their way into 





Europe. Late last year, a Ffr 300 million 
(US$40 million) scandal, involving 
Sino-Khmer workshop owners and 
Parisian bank executives, hit the news. 
Ensuing court proceedings revealed a 
sombre episode of tax evasion and 
white-washing "black money" earned 
from illicit textile manufacture and 
trade. Three years ago, French police 
spoke of a “Chinese connection" via 
Belgium and Holland, through which 
half of France's heroin supply was re- 
portedly moving. 


W ith the current rightwing upsurge in 
the country, isolated incidents im- 
plicating the Chinese immediately re- 
vive Western myths about oriental in- 
scrutability and deceitfulness. Recent 
rumours in Paris claimed that the 
Chinese were not declaring their natural 
deaths. Identity cards of the dead were 
allegedly being tampered with for use 
by new clandestine arrivals. This was 
squashed when the local police pointed 
out that the Chinese community 
counted relatively few aged persons. 
Other reports relating to illegal gambl- 
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ing dens led to greater police surveil- 
lance of Chinese leisure clubs. Suspi- 
cions of protection rackets by Chinese 
gangs are also widespread, though up 
until now, the police have registered 
few complaints from ©- Chinese 
businesspeople. However, as one of 
them puts it, *dead I will not go to hell, 
but alive, I will have no truck with the 
police." 7 

Three Chinese-language newspapers 
are published in Paris — the pro- Taiwan 
Europe-Journal and the pro-Peking 
Europe News dailies, and the apolitical 
Long Bao fortnightly. The London- 
based Sin Tao daily also enjoys consi- 
derable circulation. Long Bao recently 
began inserting articles in French, to 
cater to the younger generation. As 
leaders of the Chinese association rue- 
fully note, youngsters schooled in 
France tend to lose their mother 
tongue. In an attempt to preserve the 
community's identity, the association 
has been holding regular language class- 
es. 
Another association, the /3iéme sans 
frontiéres, literally, the 13th without 
borders, is seeking to promote social 
integration of the Chinese in France. 
But leaders stress that another aim is to 
train well-integrated intelligentsia cog- 
nizant of its original language and civili- 
sation. Following lobbying by /3iéme 
sans frontiéres, teaching of Chinese has 
been introduced in state-run schools in 
Paris' Chinatown — no Cantonese, how- 
ever, only Mandarin which alone holds 
the "foreign-language" status in the 
French Education Ministry rule-book. 

Despite the integration drive, the 
community still draws reproaches for its 
separateness. Paris Mayor and French 
Prime Minister Jacques Chirac admits 
to irritation over the plethora of for- 
eigners in the country, but underscores 
that "the French do not favour racial 
segregation." Immigrants may retain 
their cultural differences, says Chirac, 
but must adapt to French habits and cus- 
toms. This adaptation is likely to prove 
difficult owing, partly, to the "long 
heritage of the Chinese civilisation," as 
community leaders point out, and, in 
part, to creeping jingoism in France, 
even though the Chinese are not yet its 
main target. — Salil Sarkar 
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Who brings j 
the world's toughest | 
business questions ».== «! 
down to earth? i 


No business is immune to tough 
questions. And whether the questions 
involve designing a desktop computer, 
or building the world's largest con- 
tainership, there's one company that 
can handle them all. Daewoo. 





Daewoo consistently proves its exper- 
tise in a wide range of areas: from 
high-tech electronics to state-of-the-art 
engineering, from industrial machinery 
to telecommunications, from ship- 
building to automaking. 


So, if you've got a tough business 
question, get the answer. Telex 
DAEWOO K23341-4, or write C.P.O. 
Box 2810 or 8269, Seoul, Korea. 
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SOMETHING A HOTEL 
CAN NEVER BE. 


Walking into your fully equipped kitchen at the Ascott Executive 
Residences is just like coming home. You can prepare your favourite 
dish in exactly the way you want it, or you can whip up an omelette at 
midnight without it costing vou a small fortune. 

No one is going to come in the next morning to check what you've 
taken from the fridge. What you put in and take out is your business. 
French cheese, a soft drink, or even champagne. Feel free. They're all 
available from shops a couple of minutes away. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 

So we're everything a hotel can never be, And if you tire of 
entertaining at home, there's an exclusive bar and swimming pool for 
residents and Móvenpick, the famous Swiss Restaurant. 

However, we have to admit that we do resemble a hotel in one way. 
Our rentals compare very favourably to a room in a good hotel. 

And that's where the similarity ends. 

The location could not be bettered. The Ascott | 
Executive Residences are in between the Hyatt PME 
and Dynasty hotels, close to some of Singapore's  ESEEESTINE 
finest shops. —i ndi 

Introduction Package from $2190. peeks 

Now available!! 







| For people : 
4 whod rather be at home. g 


EXECUTIVE 
RESIDENCES 


6-8 SCOTTS ROAD #01-21, SINGAPORE 0922. TEL: 7320033, 7324225, TELEX: RS 50139 ASCOTT 


86/84 





Between the two of us, 
high performance 
does not alwavs involve 


high risk. 


You can enjoy an outstanding rate 
of return without the risk associated 
with many high performance 
investments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 13% 
to 343% better than traditional time 


deposits. ‘he majority of these 


Funds are exempt from U.S. withhold- 


ing taxes, and are backed by a world 
bank with 200 years of service 

and security. A minimum investment 
of US $25,000 is required. 

‘To learn about Bank of Boston 
products, and to engage the services 
of a personal banker committed to 
a long-term confidential relationship 


with you, please write to: 


International Private Banking, 
PO. Box 13603, General 


Post Office, Hong Kong. 


Q5 


BANK OF BOSTON 


International Private Banking 


LETTERS 


Property scenario 


In reference to the article on the Singa- 
pore property market [COVER STORY, 
5 June] it would be of interest to your 
readers to highlight another scenario 
pointed out in the property market con- 
sultative committee report. This 
scenario is based on the assumption that 
for supply, only those projects already 
commenced are completed and that the 
annual average growth rate for demand 
is the same as for 1981-85. 

The analysis shows that most of the 
sectors in the property market will gen- 
erally perform well, though the hotel 
sector may not do as well. But with the 
continued joint effort and cooperation 
between the government and the pri- 
vate sector to improve the Singapore 
economy, we believe that the results as 
published in the report can be attained 
and will definitely be surpassed. 

Based on this analysis, the occu- 
pancy rate of the various sectors are: 
private residential homes, 92.3%; of- 
fices, 86.4%; shops, 91.8%; factories, 
68.4%; warehouses, 74.3%, and hotel 
rooms, 56.6%. Chia Boon Pin 

Real Estate Developers 
Singapore Association of Singapore 


China's offbreak 


I sent down a “no ball" in my letter 
[LETTERS, 5 June] by confusing the 
"googly" (an offbreak bowled with a 
legbreak action) with the “Chinaman,” 
which is an offbreak bowled from the 
back or side of the hand by a left-handed 
bowler. The name derives from the 
Chinese bowler Ellis Achong (West In- 
dies) who practised such bowling 
though he did not pioneer it. The 
Nanyang did produce a cricketer of 
status. 

Washington Anand G. Chandavarkar 


Sovereign rights 


Your correspondent V. G. Kulkarni 
writing on the Sri Lanka situation [5 
June], accords the status of freedom 
fighter for the bunch of pseudo-Marxist 
terrorists, now killing their way to cap- 
ture power for themselves, and gives 
them veiled legitimacy which he would 
deny to the Sikh extremists, the Gur- 
khas, Assamese and Mizos in his own 
country. 

Kulkarni also seems to imply that 
there is something illegitimate about the 
Sri Lanka Government attacking the 
terrorists who have taken up arms 
against the lawfully constituted, totally 
legitimate democratic government that 
rules Sri Lanka today. A sovereign na- 
tion has the unquestionable right to in- 
carcerate or incapacitate those avowed- 
ly guilty of high treason. 


WAUNCION « BOSTON * GENEVA * GUERNSEY * HONG KONG * LONDON * LUXEMBOURG * MIAMI 
MONTEVIDEO * NASSAU * NEW YORK * PANAMA * PARIS * SINGAPORE 


(€) 1986 The First National Bank of Boston 
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Y 1 hen it comes to information, 


getting it there is definitely 
not half the fun. 





That's why 
a lot of people 
who know why they 
need to share informa- 
tion among computers still 
haven't decided how to do it. 

But now there's the IBM 
Smart Office. The Smart Office is a 
comprehensive range of solutions 
designed to help people find and use 
the information they need. 

Smart Office means never having to 
say “where is it?”, because at the touch 
of a key you have it. All your office 
computers are smoothly linked into 
one seamless information resource. 
You can start by connecting up a de- 
partment, then link departments and 





It's how we put it together that sets us apart. = 















The | IBM Smart Office: 


Because there has to be an easier way. 
à 







So if your organi- 
zation could use a 
little more organization, 
contact your [BM repre- 
sentative and find 


later even connect 
branch offices 
in different countries. 
An IBM Smart 
Office is also smart 
enough to save you 
money. It provides an 
economical way to 
share resources like 
disk storage systems, 
modems and high- 


speed 


printers. 


out why the IBM 
Smart Office ! hy < 
is the easier way A&S AAN 


to get your 
E e from 
here to there. 
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IBM is a registered trademark of International Busines 


s Machines Corporation 
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but certainly much of si is 
extracted through naked terror and 
fear. The government has been unable 
to provide civilians with protection from 
the armed terrorists who have been call- 
ing the tune with the threat of death ona 
lamp-post. . | 

. . The terror groups have shown them- 
selves in their true colours destroying 
utilities meant for their own Tamil com- 
patriots benefit, killing and burning in- 
nocent Sinhalese women and children in 
their villages. They are not “guerillas” 
but “gorillas” and woe unto the Tamil 
people, a cultured and religious com- 
munity, if these "freedom fighters" ever 
come into power. Then Kulkarni will 


have enough murder and mayhem to 


write about on a scale associated so far 
only with African despotisms ruled by 
poorly educated half-crazed fascists 
masquerading as Marxists. Poor Karl 
Marx must be finding it very uncomfort- 
able in his grave, after all these years. 


Colombo Tissa Navaratne 
Question of substance | 


[ find it necessary to comment on 
Richard Nations’ article Symbols, not 
substance [15 May] because perceptions 
and expectations in the Asean region of 
President Reagan's Bali visit are so dif- 
ferent from what that article suggests. 

The Asean governments are not beg- 
gars and they also do not expect or wish 
Reagan to. come as a Santa Claus. The 
Asean foreign ministers and the In- 
lonesian president have given their 
views on developments in the region 
which they think deserve the attention 
af Reagan and his administration. The 
opportunity to have an exchange of 
views and consult with each other on re- 
:zional as well as international affairs is 
dy itself important and rewarding. 
. One can only be disappointed with 
‘he results of the visit when one adopts a 
(articular frame of mind, namely where. 
JS-Asean relations is seen as a patron- 
client relationship, which definitely it is 
1ot. The author's error on this funda- 
nental point is almost unforgiveable. 
/., In terms of bilateral US-Indonesia 





nvolves a recognition by the US of In- 
lonesia's archipelagic principle, and 
inderstanding on many other bilateral 
ssues as well was also enhanced during 
he meetings. 
. Reagan's meeting with the Asean 
oreign ministers to solicit the latter's 
hews in preparation for Reagan's 
yarticipation in the Tokyo Summit was 
argely symbolic. As such, nonetheless, 
t did serve a purpose, since consulta- 





ion did take place, however inconclu- ` 
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=- » One can only be disappointed with 
| the outcome of that consultation if one 


is naive enough to expect the Tokyo 
Summit itself to be able to resolve pre- 


sent global economic difficulties. 


Lastly, Nations grossly erred when 
suggesting that President Suharto 
sought to become non-aligned chairman 
in the Lusaka meeting. 

Jusuf Wanandi 


The Western trap 
In the article by Noraini Abdullah 


- [THE 5TH COLUMN, 10 Apr.] I was sad 


to see that the values upon which she 
based her arguments were that of 


feminism, while at the same time hav- 


ing real misunderstandings and mis- 
judgments about the status, role and 
rights of Muslim women in the Islamic 
social system. 

lam again sad to say that she was ad- 
vocating the reinforcement of male 
exploitation and discrimination against 
women, that is, a woman is only “liber- 
ated" and "emancipated" and "equal" 


+ to man if she can act and do things 


exactly like man. Why can't a woman be 
accepted and respected as a woman and 
not a pseudo-man. This is the folly of 
Western society where respect and dig- 
nity are not given to women unless they 
become pseudo-men, while at the same 
time carrying out their roles as women. 

Is this the emancipation and the lib- 
eration of the Malay women that she is 
fighting for? Does she want to place the 
Malay women in the same predicament 
as Western women — exploited as 
cheap labour by the capitalists? 

May I suggest that Noraini Abdullah 
should study more deeply, and without 
prejudices, the status, rights and roles 
of Muslim women. I am sure she then 
will be glad she isone of them and would 
fight for.the status and rights given to 
her by Islam. 


Swansea Kamaliah Noordin 


Minority point 

While writing on the Nepalese in India 
[KEVIEW, 29 May], Neville Sarony 
mentions the following: "The ranks of 
the latter [scheduled castes and tribes] 
were greatly swelled by the influx of 
Tibetan refugees who were accorded 
minority-tribe status.” 

We would like to clarify that Tibetan 
refugees are not Indian citizens, and so 
do not enjoy any special privileges, let 
alone being accorded minority status. 


Of course, there are some Indian 


citizens of Tibetan origin (people who 
crossed over from Tibet before the 
Chinese occupation and settled in 
India). They are known as Bhutias and 
are accorded minority status. But they 
are not Tibetan refugees. 

Himachal Pradesh Bhuchung K. Tsering 
Central Tibetan Secretariat 
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_ APPOINTMENT 


Graham Pollock 


Mr. Harry B. Hobbs, Chair- 
man of the Board of Alta Tele- 
com International Ltd. (ATI), 
announces the appointment 
of Mr. Graham Pollock as Pres- 
ident and C.E.O. effective 
May 1, 1986. 

Mr. Pollock has had a distin- 
guished 37-year career pri- 
marily in the engineering 
construction industry, and 
has held a number of senior 
positions. 

Alta Telecom international 
Ltd. is a wholly-owned inter- 
national subsidiary of AGT. It 
markets AGT products and 
Services worldwide. 


EJATI 


Alta Telecom International Ltd. 
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 RECEIVER'S & MANAGER'S 





AUCTION: 


AUSTRALIA'S LARGEST 
PRIVATELY OWNED 


ORCHARD 
OMPLEX 





Under instructions from the receiver, a large slice of 
Australia’s orchard industry will be sold at auction... 
at 11a.m. on Wednesday, July the 23rd, 1986, at 
The Parkroyal Motel, Alice Street, Brisbane, Queensland. 


The Golden Mile Group of Properties . . . approximately 
1,490 hectares of prime rural property, complete with all 
improvements — machinery, plant and stock . . . will be 
offered as one lot. If not sold together, the properties will 
then be offered in separate parcels. 

The properties to be offered are centred in and around 
the rural township of Mundubbera.. . 
some 400 kilometres north-west of Brisbane. 

"The Golden Mile’ 

(212.865 hectares) is an historically important and 
commercially significant, intensive citrus orchard 
operation — with extensive facilities for fruit processing, 
grading and packing to export quality standards. This 
property provides the central processing facilities for the 
other subject properties. 

‘Red Farm’ & "Why Worry’ 754.86 hectares 
‘Big Toulon’ & ‘Little Toulon’521.79 hectares 
The sale includes 3 residential properties in Mundubbera. 


------------------"-— 


Please forward details concerning the auction of 











i ‘The Golden Mile' Group of Properties. i 
| NAME: i 

ADDRESS: - 
l | 
i COUNTRY: i 
| P/cope: PHONE: i 
i- - 


Or contact the agents in conjunction: 


Ze TW Ray White | nay writ 


A Division of Eiders IXL Limited (Inc in South Australia) Marketing, 


; ; 308 Elizabeth Street, 
10 Felix St., Brisbane, Qld. Brisbane, Qld. Australia. 
Australia. Phone Neil Peters Phone David Dunworth 
+61 7 227 9711 +617 227 9290 
Particulars have been compiled with all reasonable care but neither 
Elders Pastoral or Ray White Project Marketing are responsible 
for errors or omissions (if any). RAY 378 















EZ 
on Mid STA , next tothe Pippen Club 





Tucked away on one of New York's most fashionable thoroughfares— 

a truly elegant hotel for business or pleasure— where old world values aie 
cherished and old fashioned rates are the rule. And ask about our special 
group/corporate rates. 

e singles $79-89 e doubles $88-98 

e 1-2 bedrm suites $150-250 

e weekend special (Fri. &/or Sat. night) $69 (1 or 2 persons) or 1 

bedrm suite $119 with advance reservation. 


Gracious atmosphere where the sounds, the rush and the bustle of New 
York evaporate. 320 large, beautifully decorated rooms, a/c, TV, Serving : : 
pantry. Terrace Cafe. Room Service. Meeting/banquet facilities (to 75 people). 
Near the Coliseum, Lincoln Center, 5th Ave. shopping, business/ 
entertainment centers. 


Salisbury 
HOTEL 
123 West 57th Street, New York, New York 10019 U.S.A. 


For reservations or brochure 


e (212) 246-1300 
e Cable SALISHOT e Internationa! Telex 668366 





The Unchallenged Bearing 
Movement 





Nowadays, more than ever, time is money. 

It means you have to move fast. And safe. 

Our bearings help you to move faster. And safer. 
Contact us whenever you need top quality bearings. 


We offer: 

deep groove ball bearings 

double-row self aligning ball bearings 
single-row angular contact ball bearings 
two-row spherical roller bearings 
tapered roller bearings 

needle bearings 

single-acting axial ball bearings 
cylindrical roller-bearings 


Foreign Trade Company 
Bucharest — Romania. 2, Doamnei St. 


. Telex 10254. Cable: Tehnoimportexport 


b. 
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` Pages 66-70. 


ra Securities is Japan's biggest stock arid bond 
, and the country's most profitable financial in- 
n. its strength at home is the foundation now for 
expans on overseas. If the capital markets of the next 
cade are big enough only for a dozen giant conglomer- 
ates, Nomura wants to be one of them. It will probably end 
| this year with a bankinglicencein London, a primary dealer- 
Ship in US Government securities and a place among the 
top five Eurobond-issuing houses. Financial correspon- 
dent Robert Cottrell traces the transformation of a High 
Street stockbroker into an international wheeler-dealer. 


. Cover illustration by Yuen Tai Yung. 


Page 12 

Thai rioters, who burned down a con- 
troversial tantalum works, cast a lit- 
eral and political pall over the 'holiday 
paradise' of Phuket. 


Page 13 

Japanese Prime Minister Nakasone 
gambles a fresh term on the result ofa 
rare double election. 


oscow’s S initiative on its troop with- | 
drawal plan has bolstered the Geneva 
talks on Afghanistan. Hoping for pro- — 
gress in the talks, the US has rejected 
the anti-Kabul rebels' request for dip- 
lomatic recognition and the supply of 
anti-aircraft missiles. Meanwhile, the 
Soviets want to consolidate their hold 








n Kabul through the new ruling party 


chief. 


Pages 24-30 

New, tougher regulations controlling 
oreign - publications in Singapore 
Fring into focus the role the govern- 
nent sees for journalists in a develop- 
ng society. 





rhe Philippine Government comes 
inder pressure from provinces and 
najor cities to decentralise power, 
concentrated in Manila during the 
Marcos era. 


'age 34 

he former speaker of Pakistan's na- 
ional assembly becomes the leader 
ff the parliamentary opposition and a 
lew force i in the country’s politics. 
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Page 62 
Japanese bankers are concerned that 







the squeeze on commodity earnings 


of Malaysia and Indonesia — plus the 
sharp rise inthe yen — will force Kuala 
Lumpur and Jakarta to renegotiate 
their yen borrowings. 


Page 63 

President Corazon Aquino says the 
Philippines will honour the foreign 
debts inherited from the Marcos gov- 
ernment, while putting ‘moral’ pres- 
sure on some lenders of dubious 


credits. 


Page 64 
The Sichuan city of Chongqing has 
| turned its back on production plan- 


| ning for all but a handful of key com- | 


| modities, taking the policy of market- 


oriented. industry to its absolute ex- 
| treme. 


Page 80 

Japan is to help develop uranium re- 
sources in China to avoid too heavy a 
reliance on South Africa and Australia 
for its supplies. 


Page 82 

The Malaysian tin industry’s pressure 
to turn the Kuala Lumpur Tin Market 
into an international exchange faces. 
hurdies in getting the necessary 
| changes to government regulations. 


Page 82 
Philippine Long Distance Telephone. 
Co., in which former president Fer- 


dinand Marcos appeared to have a 


large stake, adroitly avoids a show- 
down with the government's illicit- 
asset hunters. 


Page 85 

The director of Singapore's quasi- 
central bank, in a rare public speech, 

points to the improved health of the 
country's stockbroking industry since 
the Pan-Electric collapse. 
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| Finance: Time gentlemen please EN 
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Thailand: Fire over Phuket 
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is after sacking vice- 
I harge of economic 
affairs Tran Phuong; the Viet- 



















removed his boss, first vice- 
premier and politburo member 
To Huu. Huu, one of Viet- 
nam's most important officials, 
as replaced by Vo Chi Cong, 
eteran party leader and spe- 
alist in agriculture. ; 
-— Seven other ministers, 
mostly involved in economic 
affairs, were also ousted in 
what appeared to be a drastic 
overhaul of the cabinet aimed 
at putting the country’s ailing 
economy back on its feet. 

= What progress had. been 
made by Vietnam in reforming 
its economy was seriously dam- 
aged by a demonetisation 
move initiated by Huu, known 
for his conservative views 
(REVIEW, 10 Apr.). His dis- 
‘missal seemed especially aimed 
: at placating party members and 
‘common people who have 
been openly criticising him for 
-being incompetent. 

: — Nayan Chanda 


-Pro-Marcos demonstrators 
‘dispersed in Manila 

[n what has become a regular 
-pattern of unruly Sunday dem- 
_onstrations, Philippine police 
units. on 22 June dispersed a 
crowd of several thousand 
loyalists of deposed president 
"Ferdinand Marcos. The dem- 
onstrators had massed on a 
boulevard dividing military 
camps belonging to the Philip- 
.pine Constabulary (PC) and 
'the regular army and their 
. placards identified them as es- 
 pousing anti-communist aims. 
The demonstrators hurled 
‘stones and bottles, while the 
‘PC used tear gas. Some gun- 
shots were fired but local re- 
ports made no mention of 
fatalities. There were, how- 
ever, reports of a tense con- 
 frontation between PC and 
army units during the dispersal 
operation. — James Clad 


Aliran plans lessons 

on Malaysian democracy 
Amid renewed speculation 
about an impending general 
election in Malaysia, Aliran, a 
social action organisation, has 
begun crash political education 
courses. To conduct 
courses, Aliran formed the first 
Citizens Alert Group — better 









































































































































namese Communist Party has ` 





the 





Pi known as Rakyat. Sedar 
(Radar) — in Ipoh on 20 June 
with plans to form similar 
groups in Kuala Lumpur and 
Penang. 


The Radar teams, each 


comprising five members of the 
public without any party affilia- 
tions, aim to educate voters by 
requiring parliamentary candi- 
dates to declare their stand on a 
range of nationalissues. To en- 
sure public accountability, they 
would also seek financial dec- 


larations from candidates. Ali- 


ran intends that after the elec- 
tion 


Radar teams ^ should 
evolve into pressure groups 
and provide channels for feed- 


-back to MPs. 


— Suhaini Aznam 


Soviets may gain 

Fiji fishing rights 

Fiji’s Prime Minister Ratu Sir 
Kamisese Mara has expressed 
his willingness to grant landing 
rights to Soviet fishing boats 
under terms and conditions set 


FINANCIAL TIMES 


bv his government. This fol- 
lows discussions in Suva earlier 
fhis year with Soviet Ambas- 
sador in Canberra E. M. 
Samoteikin on a range of eco- 
nomic ventures. 

Mara's comment, surprising 
from such a strongly pro-US 
leader, may have been in- 
tended to draw American at- 
tention to Fiji’s economic 
problems. It came as three 
Soviet officials visited neigh- 
bouring Vanuatu in mid-June 
to negotiate fishing rights with 
Prime Minister Walter Lini's 
government. Vanuatu is re- 
ported ready to offer shore 
facilities on the right terms, a 
development that would cause 
concern among US and Aus- 
tralian security officials. The 
Soviet . fishing deal with 
Kiribati last year, the first with 
a small South Pacific state, did 
not provide for shore visits. 

_ — Hamish McDonald 

















Japan GNP hit by first 
quarterly fall in decade — 
Japan suffered its first quarter- 
to-quarter decline in gross na- 
tional product in more than a 
decade during the first three 
months of this year, the Econo- 
mic Planning Agency (EPA) 
has announced. The economy 
contracted by 0.5% in real 
terms from the October-De- 
cember level, reflecting a sharp 


(4.9%) fall in net exports — - 


a contraction forecast by the 
REVIEW (16 Jan.). EPA offi- 
cials, however, claim that eco- 
nomic performance during the 
April-June quarter (which is 
just drawing to a close) was 
slightly better than in the first 
three months of the year. 
GNP growth in the 1985 fis- 


cal year, ended 31 March, 


came to 4.2% with the external . 


sector contributing 3.5 points 
of the 4.2-point gain and the 
rest coming from domestic de- 
mand. Growth during the cur- 
rent year is expected to reach 
2-396. -~ — Charles Smith 


Talks to begin on China 
nuclear-plant inspection 


Several months after announc- 


ing that their nuclear-power - 
plants would eventually be 


opened to international inspec- 
tion, China is now expected to 
begin negotiations on proce- 
dures for such inspections. At 
last vear's annual conference of 
the  Vienna-based  Interna- 
tional Atomic Energy Agency 
(IAEA), the Chinese delega- 
tion said inspections would 


begin “at an appropriate time," 
but set no timetable (REVIEW, . 


17 Oct. '85). IAEA director- 
general Hans Blix has told the 
REVIEW that talks with China 
will begin in August in Peking, 


and will cover the number and 


type of nuclear facilities to be 
placed under IAEA 


not cover military facilities. 


— Hans Szuszkiewicz 


South Korean builders 
see unpaid bills rise 


South Korean construction 
companies: are working under 
the strain of US$2.4 billion in- 
unpaid bills, mainly from cus- 
in the. Middle East 
whose ability to pay has worsen- 
ed with falling.oil prices, ac- 
cording to Construction Minis- 
ter Lee Kyu Ho. In Saudi 
Arabia alone, unpaid debts. 
now amount to US$1.36 bil- | 


tomers 





safe- 
guards. Such agreements do 
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ke increasing, 
amounts of payments in oil, ris- 
| ing from US$209 million worth 
in 1982 to US$563 million in 
1985, according to govern- 
ment figures which were re-- 
leased with.the minister's tes- - 
timony. to the national assem- 
bly. The figures show 57% of: 
the payments in oil have come | 
from Libya. | — Paul Ensor. 


Manila bemoans lack of 
Asean trade cooperation 
In her opening address to the 
19th annual Asean ministerial 
meeting in Manila on 23 June, 
Philippine President Corazon 
Aquino pointedly noted. the.. 
failure of the six-nation re- . 
gional grouping to develop 
more intra-Asean trade, while 
her Foreign Minister Salvador 
Laurel contrasted economic: 
integration in Western Europe 
with that in Southeast Asia. 

— James Clad 


Singapore offers a tax 
cut for multinationals | 
Singapore's acting Minister of- 
Trade and Industry Lee Hsien.. 
Loong announced on 20 June - 
that operational headquarters - 
(OHQs) set up by multination-- 
als in the city-state will receive 
concessional tax rates. Domes- . 
tic OHO income derived from 
such things as administration. 
and marketing will be taxed at ` 
10% (against the corporate-tax 
rate of 33%) and OHOsS' in- 
come from foreign sources will 
also be granted tax relief. Both 
benefits will be given for up to 
10 years with possible exten- 
sions. Lee said he wanted to at- 
tract more companies like Data 
General, the US electronics. 
firm, which recently decided to 
close its Hongkong facility and 
to set up its headquarters for 
all non-North American busi- 
ness in Singapore. Fu 

| — Nigel Holloway 


More Japanese firms 

plan bond issues 

A number of Japanese corpo- 
rations are planning to issue 
private-placement bonds of 
more than ¥1 billion (US$6 
million) in late June or early 
July, taking advantage of the 
Finance Ministry's decision to 
lift the ceiling on such bonds 
from ¥1 billion to *2 billion 
earlier this year. The bigger 
bonds are expected to change 
significantly the financing re- 
quirements of some corpora- 
tions which may now need less 
foreign loan and bond finance. 
| ae Bruce Roscoe 
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SPORTING SPIRIT? 


games in New Delhi, the Japanese 
contributed US$86,400 to a 
consortium of Asian broadcasters, 
who together paid their Indian hosts 
US$250,000. The same consortium, 
made up of the Asia Pacific 
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sectors of the city, resistance sources in Is- 
amabad said (20 June). Guerillas reportedly 
dlled 10 Soviet soldiers near Kabul, Western 
iources in Islamabad said (24 June). 


Police apprehended five Chinese youths 
vho allegedly beat up a Moroccan in Peking 
ast month, an official news report said (/8 
une). General Secretary Hu Yaobang ar- 
ived in Italy for an official visit (19 June). 


..,'À moderate Sikh leader of the Congress 
'arty was shot dead by Sikh militants in Pun- 
ab, it was reported (78 June). Eleven people 
vere killed as mob violence in Amritsar con- 
inued. Police shot déad a chief of a Sikh 
issociation in Amritsar (22 June). 


JAPAN 


Campaigning for the 
ie held on 6 July began ( 


iiM MR EE CE m eR RE ETE. RM M RUP aaa 


general election to 
24 June). 







(i smugglers 









^| BISHOP'S MISSION 


Broadcasting Union and Arab States 
Broadcasting Union, has signed an 


| agreement with the South Koreans to 
^p pay US$245 400. However, this time 
‘Seoul has excluded the Japanese 


from the consortium, bargaining for 


"| US$1 million in fees on the basis of 
-| the Japanese ability to pay and the 


ikely heightened Japanese interest in 
he games due to their proximity. If 





Ate | Seoul pulls the deal off, it will reap 





ive times 


the amount the Indians did 
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Catholic bishop 
served as an 

| intermediary in 

| arranging a 
meeting between 
Sri Lankan 
President Junius 
Jayewardene and 
| his chief political 
| rival, former 

| prime minister 


E 
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| Sirimavo Bandaranaike. The two 


were due to meet on 25 June following 


| a conference of recognised political 
| parties seeking a political solution to 
the country's bloody ethnic conflict, . 


though Bandaranaike's Sri Lanka 


| Freedom Party (SLFP) said it would 


not attend the conference itself. The 

Jayewardene-Bandaranaike meeting 

is considered most important, as | 
observers believe it is essential 
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PAKISTAN 

Twenty one people were injured when a 
bomb exploded outside a police station in 
Peshawar, police and eye-witnesses said (22 
June). 


PHILIPPINES 

The first peace talks between the govern- 
ment and communist rebels began (20 June). 
Thousands of supporters of deposed presi- 
dent Marcos battled truck-loads of security 
troops who tried to break up a demonstra- 
tion in front of the armed forces headquar- 
ters (22 June). The Asean ministerial meet- 
ing opened in Manila (23 June). US Secret- 
ary of State George Shultz arrived (24 June). 


SOUTH KOREA 

Prosecutors announced the release of 13 
dissident students in the face of growing op- 
position demand for the freedom of those de- 
tained for anti-government activities (78 
June). Seven students took over an office of 


' | the opposition New Korea Democratic Party 
and began a hunger strike to protest against 
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that the SLFP not oppose : 
government-designed peace p 
if it is to succeed. Sri Lanka's 
Christian community appealed earli 
to all parties to have the country's © 
interest uppermost in mind. 


EEC COMPLAINT 

At a meeting of trade experts in | 

Singapore on 20 June, representative 
from the European Community 
officially complained to Asean for th: 
first time about the lack of access to . 
its markets. In particular, the EEC. 

. mentioned high tariffs on car impo 
into the region (such as Malaysia's 
300% import duty on completely - 
built-up cars), the absence of a patent 
law for pharmaceuticals in Thailand, 
and Indonesia's punitive tariffs on _ 
confectionery imports. EEC exports. 
to Asean have fallen every year since 
their peak of US$8.19 billion in 1982 
— 10% higher than 1985. For its part; 
Asean reiterated its demand for tari 
cuts on products such as palm oil and 
canned tuna. 


STARTING SMALL 

Philippine President Corazon 
Aquino’s first overseas visit since - 
assuming power will almost certain 
| be to Singapore — a trip she will — 
| discuss with Prime Minister Lee Kua 
. Yew when he meets her in Manila o 
29 June during his first visit since thc 
overthrow of Ferdinand Marcos in 


| February. 
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| the government (23 June). 


SRI LANKA NEL 
The cabinet endorsed a proposal for giv- 

ing more power to Tamil-dominated di: 
tricts, the government announced (/8 June), 
. Government troops killed 14 Tamil militan 
in a battle in the north, it was reported (27 
June). i | 


| TAIWAN MEE 
The younger brother of President Chiang. 
Ching-kuo was named head of the National 
Security Council in a surprise reshuffle of 
government and military personnel. (18 
une). : x T 


what they call opposition collaboration with 


i 

| A 50,000-strong mob in Phuket burned. 
down a tantalum ore refinery, mobbed the . 
industry minister and smashed up a luxury. 
hotel to protest against the opening of the 
tantalum plant (23 June). | 


VIETNAM | | ; 
. . The government announced the dismissal: 
of eight ministers in a major cabinet shake- 
up (22 June). Pg ow 






















































Smoke billows from Phuket tantalum plant. 





By Paisal Sricharatchanya in Bangkok 

‘he Thai Government is counting the 
. $ economic and political costs of a 
rampage of violence and arson in the 
southern  touristresort island of 
Phuket, some $860 km south of 
Bangkok. The unexpected scope of the 
violence and damage left the nation in a 
state of shock and, coming barely a 
month before the scheduled 27 July gen- 
era! election, the unexpected unrest on 
23 June has also clouded the general po- 
litical climate. 

= Prime Minister Prem Tinsulanond 
declared a state of emergency in the 
province at the end of the day-long un- 
rest, but by then, the damage was al- 
ready done. Demonstrators, estimated 
to number up to 50,000, had set fire to 
and virtually destroyed a newly built 
Baht 1.2 billion (US$44 million) tan- 
talum plant on the northern outskirts of 
Phuket town — the target of simmering 
protests by local residents over the past 
month — as well as attacking and burn- 
ing part of the Merlin Hotel and wreck- 
ing other private property. 

Although the government is au- 
thorised by law to impose a curfew, offi- 
cials decided against it to avoid disrupt- 
ing tourism. 

~ As crack Border Patrol Police rein- 
 forcements took control of the town, 
the general situation appeared to return 
to normal the following day. 
. Most analysts agree that the protest 
that culminated in the riots was politi- 
cally motivated. For much of the period 
since it was originally conceived seven 
years ago, the tantalum project, due to 
go into operation in October, had at- 
tracted little public attention. The sud- 
den explosion of resentment following 
the dissolution: of parliament in May 
caught many by surprise. — — 
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The plant's location was based pure- 
ly on economic grounds: it is close to the 
country's largest tin smelter, also on the 
same island, which is projected to supply 
half of the plant's raw-material require- 
ments in the form of tin slag. The pro- 
testers started out with a straightforward 
theme — that the plant's potential en- 
vironmental hazards would hurt tourism. 

Available evidence showed that only 
some of the demonstrators who took to 
the streets on 23 June were responsible 
for the violence. Interior Minister Sitthi 
Jirarote made it clear that both Phuket 
demonstrators and outsiders took part 
in the rioting. 

According to a senior security source 
the well-orchestrated manner with 
which they carried out the attack 
pointed to a deliberate conspiracy to 
exploit the demonstration. Among the 
41 people arrested on a variety of 
charges ranging from arson to looting, 
some were reported by a local news- 
paper, quoting police sources, as having 
confessed to have been paid Baht 100- 

120 to create trouble. 





Ithough the motivation and organi- 

sation of the violence remains 
obscure, observers point out that there 
are several areas of friction in local-level 
political and business circles which 
might be a factor. Since Phuket is consi- 
dered a Democrat Party stronghold, the 
party has capitalised on the prevailing 
mood by joining the anti-tantalum pro- 
test. 

One aspect of the protest has been 
directed against Pong Sarasin, a senior 
executive of the Social Action Party 
(SAP) who is also chairman of Thailand 
Tantalum Industry Corp. (TTIC) which 
operates the plant. SAP is one of five 


Holiday resort counts cost of day of violence and anson 


- Fire over Phuket 
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other parties contesting the clection 
against the Democrats. ; 

According to business sources, a 
Phuket business tycoon, Ekaphop 
Wanich, known as one of the Democ- 
rats' southern financiers, who lives near 
the plant, was involved in a non-vio- 
lent demonstration on 1 June. How- 
ever, a senior investigator told the 
REVIEW there was no evidence to 
suggest his involvement in the second 
demonstration. 

Following a demand during the first 
demonstration that the government 
reach a definite decision by 2 July to ban 
the plant or face a bigger protest and a 
boycott of the general election, the gov- 
ernment set up a high-level committee 
headed by Industry Minister Chirayu Is- 
sarangkoon Na Ayuthaya to conduct 
public hearings in Bangkok and Phuket. 
Business on the island virtually came to 
a standstill as tens of thousands of peo- 
ple converged on the community hall 
for a scheduled meeting with Chirayu. 

As it turned out, the non-partisan 
minister, respected for his integrity and 
fairness, never got to conduct the hear- 
ing. Throngs of protesters booed him at 
the airport on his arrival and, as he stop- 
ped to pay respect at a local monument. 
he was man-handled by angry demon- 
strators. For safety and because ol 
blocked traffic, he was later flown out 
by helicopter to Hat Yai and sub- 
sequently returned to Bangkok. | 

Meanwhile, crowds at the communi 
ty hall grew restless after waiting foi 
hours in the heat. The trouble was spark 
ed off when someone announced over < 
loudspeaker that Chirayu was at the 
nearby Merlin Hotel. Thousands of dem 
onstrators marched there demanding 
they be allowed to search for the mi 
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ter — who was not, in fact, there. What 


followed badly damaged the hotel lobby 
and burned parts of the lower floors. 

It is clear even from television film 
that the scores of policemen present at 
the hotel did little to stop the rioters. 
The island's 200-strong police force is 
not trained for anti-riot duty and there 
were no reinforcements to cope with po- 
tential violence despite clear indications 
in the previous days that the gathering 
was going to be massive. Officers later 
claimed they were ordered to exercise 
restraint for fear of loss of life. 


pparently sensing they had the up- 

per hand, another group of rioters 
rushed to the tantalum plant, broke in 
and set the main building on fire with al- 
ready-prepared tins of petrol. Blocked 
by barricades and threatened by the 
rioters, firemen who subsequently ar- 
rived at the scene could do little but 
watch. The main plant was left burning 
through the evening and was still smoul- 
dering the following day. 

There is little question that the 
events have shaken confidence in the 
government. Whether Prem's political 
opponents will seize upon the issue to 
try to undermine his chance of heading 
the next government — as he has been 
widely expected to do — remains to be 
seen. 

Potentially damaging is the adverse 
impact on investment. Although most 
foreign observers viewed it as a case of a 
local conflict involving complex causes 
— and hence do not expect any long- 
term repercussions on foreign invest- 
ment as a whole — Thai officials ap- 
peared genuinely concerned. The tan- 
talum project has received Board of In- 
vestment promotional privileges while a 
semi-government development bank 
has both lent money to the project and is 
a minority shareholder. 

Two representatives of the Interna- 
tional Finance Corp. (IFC), the World 
Bank's investment arm — which holds 
12.5% equity in TTIC on top of leading 
a US$53.5 million co-financing package 
involving 11 other foreign institutions 
— were scheduled to arrive on 26 June 
to assess the situation. A company 
spokesman here said damage to the 
plant was so extensive it has made any 
repair uneconomical. Litigation against 
the government is not contemplated at 
this stage as it awaits the IFC assessment 
and a definite government review. 

Ironically, the local people could be 
the biggest losers. Chirayu's undeli- 
vered message would have at least met 
some local wishes — that the govern- 
ment agreed to postpone opening the 
plant until a solution on possible pollu- 
tion dangers acceptable to all parties 
concerned was worked out. Given the 
scenes of violence shown on TV screens 
and in newspapers around the world, 
Phuket’s much-cherished image of a 
peaceful tourist paradise will never be 
the same. LH 
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Side by side, Nakasone (front row, centre) and Abe (right) with LDP colleagues. 


JAPAN 


Nakasone’s gamble 


If the LDP wins big, the PM may get another term 


By Charles Smith in Tokyo 


he elections to the lower house of 

the Japanese Parliament, set to coin- 
cide with the 6 July upper-house poll in 
only the second "double election" in 
post-war history, are unlikely to change 
the well-established pattern of Liberal 
Democratic Party (LDP) supremacy — 
if only because the party will continue to 
govern in coalition with one of the 
smaller opposition groups even if it fails 
to win an overall majority. Yet this does 
not prevent the election being a major 
gamble. 

A smashing victory for the LDP in 
the 6 July poll — a repeat, for example 
of the 1980 landslide when the party se- 
cured 284 seats — would be almost cer- 
tain to lead to an extention for at least a 
year of the current two-year term 
of office of Prime Minister Yasuhiro 
Nakasone which is otherwise due to 
expire in October. On the other hand, 
a poor showing could bring an abrupt 
end to the Nakasone era. If the LDP 
does anything like as badly in July 
as it did in the general election of De- 
cember 1983, Nakasone will almost cer- 
tainly get the blame and be forced to 
resign. 

One reason for this is that Nakasone 
himself was responsible. for forcing 
through a decision to hold the double 
election at a time when a significant 
minority within the ruling party would 
have preferred to see the current parlia- 
ment's life extended until elections be- 
come obligatory towards the end of 
1987. A second reason why the elec- 
tion is being seen as a vote of con- 
fidence in the prime minister is that 
the party faces a serious dearth of con- 
crete issues on which to go to the coun- 





try other than Nakasone's own record 


during three-and-a-half years in the 
job. 

For various reasons the LDP has 
chosen not to seek voter approval of 
some of the more controversial policies 
(such as tax reform) that are likely to be 
implemented in the first year or so of the 
new parliament. What Nakasone has 
done instead in his campaign speeches 
to date is to present himself and his 
"personal style" as leader for ap- 
proval, evidently hoping that his consis- 
tently strong performance in public 
opinion polls will see him and the party 
through. 

Fortunately for the prime minister's 
chances of survival it looks as if the de- 
cision to hold a “no-issue” election at a 
time when the party faced no over-rid- 
ing need to go to the polls in the first 
place could yield surprisingly favoura- 
ble results. A constituency-by-consti- 
tuency analysis of the party's position, 
which was carried out in the second 
week of June on the eve of the election 
being formally gazetted, suggests the 
LDP has some 255 "sure fire" candi- 
dates among the total of 317 who will 
be running in the 130 multi-member 
constituencies into which the country 
is divided. Of the remaining 59 candi- 
dates running under the LDP banner, 
party officials claim that at least half 
have a "good chance" of winning, 
which would give the LDP a total of 
around 285 of the 512 seats in the lower 
house. 

This estimate is widely regarded as 
being on the hopeful side, but even a 
more sober estimate suggests that be- 
tween 20% and 25% of the LDP's “pos- 
sibles” ought to make it into parliament, 
giving the party somewhere between 
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Vide etl give the LDP c mel ol of the 


eeu budget committee, would proba- 
bly be regarded as “satisfactory” by 
most LDP pundits, and hence would be 
seen as justifying the retention of 
Nakasone as prime minister at least for 
the balance of his current term — until 


October this year. 


Whether it would place the prime 
minister in a sufficiently influential po- 
sition to pick his successor is considera- 
bly more doubtful. However, there are 
at least two ways in which Nakasone 
could hope to recoup his position if 
the initial result falls short of expecta- 


tions. 
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tives" who seem likely to win seats in at 
least a dozen constituencies could help 
to push the party’ s overall score above 
the "watershed" level of 271 seats, 
which is required to give control of all 
the committees in the lower house. Fail- 
ing this, it looks as if an increase in the 
strength of Nakasone's own intra-party 
faction could help him to continue 
wielding effective control over the party 
after the election. 

The 64-member Nakasone grouping 
is currently the smallest of the four main 
factions making up the parliamentary 
LDP, but the 10 new “Nakasone men” 


Gorbachov’s game plan 


Moscow wants to prop up Kabul despite troop pull-out 


By Richard Nations in Moscow 


A’ unprecedented Soviet initiative — 
a concrete plan for the withdrawal 
of its troops from Afghanistan — has 
breathed new life into the UN-spon- 
sored indirect talks on Afghanistan. 

The initiative will focus negotiations 
on Moscow’s withdrawal timetable for 
the first time when the talks resume in 
Geneva on 30 July. Although diplomats 
say it would be too optimistic to expect a 
peace agreement — and stress that Mos- 
cow seems determined to preserve the 
communist-dominated pro-Soviet re- 
gime in Kabul — there is now a serious 
possibility that the four-year- -old negoti- 
ations will be concluded. 

The sources credit these initiatives to 
Soviet leader Mikhail Gorbachov who 
has upgraded the Geneva talks, it is be- 
lieved, in hopes of ridding himself of the 
major foreign policy liability inherited 
from the Brezhnev era, without, how- 
ever, compromising any of the political 
objectives behind the Soviet invasion of 
Afghanistan more than six years ago. 

Pakistan considers the Soviet time- 
table — submitted before the last session 
of talks was adjourned on 23 May — as 
*unrealistic." A large gap separates the 
four years the Soviet-Afghan proposal 
claims are needed to withdraw the esti- 
mated 120,000 Soviet troops and equip- 
ment, and the ceiling of “three months 
or so" insisted upon by Islamabad. 

But these are judged to be opening 
positions, and, according to one source, 
the Pakistanis have already come up to 
eight months and the Soviets come 
down to 18 months in “preliminary 
probes." Moreover the prospects for a 
compromise will become clearer once 
all parties have a chance to assess the 
US attitude following the visit to Wash- 
ington by Pakistani Foreign Minister 
Sahibzada Yaqub Khan. 

However, the fact that Moscow even 


submitted a concrete withdrawal plan 
has been taken by diplomats here as an 
encouraging sign, since agreement on 
Soviet troop pull-out is all that remains 
to complete the four-chapter peace plan 
negotiated by its architect, UN special 
envoy Diego Cordovez. The other three 
"instruments" — covering agreements 
on non-interference, X international 
guarantees and repatriation of Afghan 
refugees — were all concluded last year; 
but these in turn depend on finding a 
withdrawal timetable acceptable to 
both sides. 

The impression that Moscow has im- 
parted a new sense of urgency to the 
Geneva talks is reinforced by conces- 
sions made to Pakistan on three pro- 
cedural issues which threatened to 
deadlock the last round of talks: 

» Afghan Foreign Minister Shah 
Mohammed Dost has dropped his de- 
mand for direct contact with his Pakis- 
tani counterpart Yaqub Khan which 
threatened to nullify the UN format of 
indirect negotiations. Dost asserted this 
demand — tantamount to calling for the 
recognition of the Kabul regime by Is- 
lamabad — last December as the condi- 
tion for submitting the Soviet troop 
withdrawal plan to the UN negotiators. 
When it was quietly set aside in May 
Moscow was credited with intervening 
to save the talks from deadlock. 

» The two sides have agreed that the 
final document will be legally binding, 
signed by the two foreign ministers, and 
enforced by an international monitoring 
team composed of representatives of 
mutually acceptable countries. Dip- 
lomats view the resolution of these 


Moscow's new man: page 16 
Washington's stance: page 18 
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sive an even chances of win- 
ning in Nei eve ee n Assuming that 
these expectation’ are fulfilled, the fac- 
tion may lea frog. over the third-rank- 
ing Fukuda faction, and perhaps even 
the faction of former prime minister 
Zenko Suzuki to become the second 
largest faction. 









f the election serves to bolster Naka- 

sone’s power within the LDP to 
the point where he can aspire to play the 
role of LDP *kingmaker" (in succession 
to the still influential but seriously ailing 
former prime minister Kakuei Tanaka) 
there seems little doubt how he will use 


Gorbachov: political settlement? 


largely procedural matters as further 
evidence of Moscow’s desire to acceler- 
ate the negotiations. 

» Kabul has also accepted that all four 
"instruments" of the agreement will be 
implemented “simultaneously,” à shift 
from Moscow's long-standing insistence 
that it would only withdraw after out- 
side aid to the anti-Kabul mujahideen 
guerillas had ended. 

Islamabad rejected Moscow's de- 
mand for the *sequential" implémenta- 
tion of the accord out of fear that Soviet 
forces would take advantage of it to 
crush the mujahideen after arms aid had 
been cut off. But the new Soviet plan 
meets Pakistan's objection on this score 
by proposing that the "phased troop 
withdrawal" will begin on the same day 
that outside aid to the mujahideen 
ends. 

On that day itself, according to the 
Soviet plan, international guarantees 
will go into effect and repatriation of the 
more than 3 million Afghan refugees in 
Pakistan will begin, sources say. 

Soviet diplomatic efforts to simplify 
the agenda in Geneva are reflected in 
the more emphatic description in recent 
press commentaries which 
characterise the talks as approaching a 
“critical” or “delicate” stage. Gor- 
bachov himself contributed to this new 
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originally enabled him to gain the pre- 
miership in 1982, means that he would 
almost certainly favour a' candidate 
from that faction as his successor, as- 
suming that a suitable one were avail- 
able. | 

The fact is however that the inter- 
nal upheavals which the Tanaka faction 
began experiencing in early 1985 after 
Tanaka fell ill do not yet seem to have 
run their course, This may mean that an 
interim party leader, rather than a per- 
manent successor, will have to be select- 
ed if Nakasone steps down in Octo- 
ber. 





air of expectancy surrounding the 
Geneva talks during his audience with 
foreign ambassadors in the Kremlin on 
27 December 1985 when he singled out 
_ Afghanistan among those international 
conflicts he wished to see make "sub- 
stantial progress" towards resolution in 


Two months after gaining power in 
March 1985 Gorbachov ordered a re- 
assessment of the war in Afghanistan in- 
volving the Ministry of Foreign Affairs, 
the Soviet Communist Party's Interna- 
tional Department and the Oriental In- 
stitute. Although the conclusions of that 
confidential review are not known, 
Gorbachov's political report to the 27th 
Party Congress in February clearly 
signalled Moscow's later efforts to 
impart fresh momentum to the Geneva 
talks. | 

. In that report Gorbachov appealed 
for a “political settlement" to permit a 
Soviet troop withdrawal “in the nearest 
future," a new formulation which dip- 
lomats characterise as a declaration — 
from the most authoritative podium in 
the Soviet Union — of the new Soviet 
leaders intent to negotiate a with- 
drawal. | 

Moreover, by his emotive charac- 
terisation of the Afghan war as a “bleed- 
ing wound," Gorbachov has delivered 
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likely to be ign minis- 
ter in the last three Nakasone cabinets 
and the "crown prince" of the Fukuda 
faction. 

But in selecting Abe as his im- 
mediate successor — if he is strong 
enough to do so — Nakasone might well 
take the precaution of hinting that 
Abe's successor ought to be a Tanaka- 
faction man. 

The most likely candidate, in that 
event, would be Noboru Takeshita, the 
up and coming "new leader" of the 
Tanaka grouping whose formal en- 
dorsement as factional boss seems cer- 
tain at some time during the next year. 


Shintaro Abe, for 
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an implicit rebuke of the militarisation 
which Soviet.foreign policy underwent 


under Leonid Brezhnev. “Gorbachov 
has declared that we can achieve the 


same objectives without excessive mili- 
tary investments," a diplomat said. Af- 
ghanistan remains an obstacle, sources 
say, to achieving the main objectives 
Gorbachov set himself at the party con- 
gress — better relations with China and 
the US and concentrating national enér- 
gies on modernising the economy. 

At the same time, observers see no 
signs that Gorbachov is willing to aban- 
don the communist-dominated People's 
Democratic Party of Afghanistan 
(PDPA) whose volatile rule caused 
Moscow to despatch forces into the 
country in late 1979 in hopes of 


strengthening its grip on power. 
O: the contrary, the emphasis Gor- 
bachov has placed on a political 
settlement of the conflict makes it all the 
more imperative, diplomats believe, 
that he be seen to stand four-square be- 
hind the PDPA and the Afghan revolu- 
tion. if he is not to open himself to 
charges from within the party and the 
military of advocating a policy of ap- 
peasement. 
Thus, observers detect no signs that 
Moscow seeks reconciliation with the 
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the next elect DP presid 
(and prime minister) and perhaps eve 
in the one after that, seems likely to be 
bitterly resented by the Suzuki faction, 
whose leaders regard themselves as the 
legitimate representatives of the 
"mainstream" tradition of conservative 
politics. But the Suzuki faction's claim 
to be a repository of political orthodoxy 
already looks threatened. If the faction 
sinks to third place in the party after th 
election, and if Nakasone scores | 
major personal triumph, the time may 
have come to admit that Japanese po- 
litics has acquired a new centre of 
gravity. 





mujahideen as part of a wider settle- 
ment of the war. Instead. Soviet off 
cials categorically reject not only spe 
fic proposals for internationally super- 
vised elections but deny that the self-de. 
termination is even at issue in the ; 
ghan war. | ` 

"The legitimacy of the PDPA : 
rooted in the Saur [April] Revolutio 
when the Afghan people chose the 
country's destiny," Vsevolod Ozheg 
chief of the Soviet Foreign Ministry's 
Afghan desk, told the REVIEW, refer- 








ring to the "irreversible" overthrow of 
then Afghan president Mohamme 
Daud's regime in April 1978. “So n 
negotiations, no talks, no contacts w 
the so-called mujahideen." A 
Observers see Soviet efforts to acce 
erate the Geneva negotiations as part o 
a three-pronged strategy to isolate th 
mujahideen, consolidate the com 
munist core of the PDPA and roll back. 
reforms in hopes of reconciling those 
classes alienated by the extremism of 
the past. 203 
Accordingly, Gorbachov has left no. 
doubt that his concept of a political set- 
tlement in Afghanistan has nothing to 
do with reconciliation of the mujahi- 
deen but limits itself to a Geneva agree- 
ment "to ensure an actual cessation and. 
dependably guaranteed non-resump- 
tion of foreign armed interference in the. 
internal affairs of the Democratic Re 
public of Afghanistan,” as he told th 
27th party congress. | 
"Gorbachov has declared that 
Soviet troop withdrawal is negotiable. 
but distribution of power in Kabul is: 
not," a Western diplomat said, adding. 
that the Soviets express confidence that. 
the PDPA is now strong enough to sur 
vive a Soviet troop pull-out. E 
Western analysts, believe, however 
that the war in Afghanistan has gone. 
against the Soviets over the past year 
"The real test of whether the Soviets be 
lieve what they say about the new. 
strength of [the PDPA government in 
Kabul] will come in July," an Asian 
envoy said. “If they really think the 
PDPA can stand alone then we could. 
reach an agreement" for a Soviet with- 
drawal. 


gus 











"A 
, 


"£i “Sant i Ve va 


~ SN 
‘ «tf 
x 


, | v^ x At - TU M cr = "wid F M 
, { M A 7$. % 7 ` b be Pe e) Nn l * € LI " 


Th niles ae) | — pAr al 


Moscow's new man tries to make the party more popular 


oscow's hand-picked strongman in 

Kabul, Maj.-Gen. Najibullah, per- 
sonifies the dilemma confronting the 
Soviet Union in its search to extricate it- 
self from Afghanistan. 

Known as the Ox Najibullah, who 
suddenly emerged from the shadows of 
Afghanistan's intelligence underworld 
in May, presents Moscow with a new 
obstacle in its efforts to broaden the po- 
litical base of the Democratic Republic 
of Afghanistan (DRA) so it can survive 
a Soviet troop withdrawal. 

Because he is seen as Moscow's man, 
Najibullah is unlikely to lend credibility 
to the ruling People's Democratic Party 
of Afghanistan’s (PDPA) new conciliat- 
ory policy announced late last year in 
hopes of winning back those driven over 
to the mujahideen by the revolutionary 
excesses of the past. By the same token, 
Najibullah's fiercely partisan reputa- 
tion will do little to enhance his ability 
to reunite the faction-ridden ruling 
party. 

While the Soviet Union has pre- 
sented UN negotiators with a timetable 
to withdraw its troops from Afghanistan 
— and Asian diplomats in Moscow be- 
lieve Gorbachov wants to find a way out 
of the war — Moscow has no intention 
of diluting its control over this strategic 
client state. 

Thus Moscow has turned to Najibul- 
lah because his unswerving allegiance to 
the Soviet Union outstanding even 
in the ranks of one of Moscow's most 
subservient parties — provides a neces- 
sary guarantee of continued and un- 
impeded access to Afghanistan, if and 
when a troop withdrawal does take 
place. 

But Moscow is also thought to hold 
in high regard Najibullah's efficiency 
and ruthlessness as the man who — to- 
gether with five high-ranking KGB of- 
ficers as his personal advisers — trans- 
formed the Afghan secret police, the 
Khad, into the most effective organ in 
the ramshackled DRA. 

By the time he formally took over 
from former PDPA general secretary 
Babrak Karmal on 4 May, Najibullah 
had consolidated control over the three 
most powerful state organs — the inter- 
nal security forces, the army and the 
party — and used the reformed Khad to 
stiffen the regime’s institutional 
backbone. 

This, the Soviets believe, will help 
Najibullah overcome the chronic divi- 
siveness preventing the DRA from tak- 
ing up a greater burden of the war 
against the mujahideen, and thus put 
into effect what is being described here 
as Gorbachov's “Afghanisation pro- 
gramme.” Combined with a Geneva 
agreement to cut off arms Dn to 





the mujahideen, unity in the D may 
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well shift the political balance in Kabul's 
favour. This in turn, Gorbachov is said 
to believe, will allow Soviet forces to 
disengage. 

At the same time, Moscow recog- 
nises the urgency of increasing the 
PDPA's popularity. Accordingly, the 
second plank in Gorbachov's * Afghani- 
sation" is an appeal to moderate the rev- 
olutionary reforms — first signalled in a 
21 December commentary in the party 
newspaper Pravda highly critical of 
PDPA policies. 

Over the past year the DRA has 
gone out of its way to champion Islam, 
expand PDPA membership — which in- 
creased from 5,000 in 1978 to more than 
140,000 today — and form popular arm- 
ed militias in villages under government 





Najibullah: Moscow loyalist. 


control. In the past year a new genera- 
tion of mullahs willing to emphasise the 
believers' duties to the state have been 
installed in 114 mosques recently con- 
structed with state funds. The govern- 
ment has also backed down from a pre- 
vious ruling that women abandon the 
purdah in public. At the same time, the 
PDPA has intensified its efforts to culti- 
vate Afghan youth. 

Najibullah has not only faithfully en- 
dorsed Karmal's conciliatory initiatives 
— first enunciated in November 1985 — 
but also reconfirmed the positions of 
56 "non-party" persons representing 
the intelligentsia, business classes and 
clergy “hostile to the revolution" ap- 
pointed to the Revolutionary Council in 
January. 
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Nonetheless, Najibullah looks par- 
ticularly incongruous standing on a plat- 
form of national reconcilition. “His 
whole career personifies revolutionary 
terror and extremism which divided Af- 
ghan society so deeply," an Asian dip- 
lomat commented, adding that Moscow 
"can't have it both ways." Torn between 
contradictory instincts, he said, "the 
Soviets want a dependable Marxist they 
can trust, and at the same time they 
want to appeal to the nationalists and 
religious fundamentalists alienated by 
the revolution." 

Nor are Najibullah's chances of 
reuniting the bitterly divided com- 
munist core of the PDPA any greater. 
As one of the few Pushtun-speaking 
members of the dominant Parcham fac- 
tion in the party, Najibullah may be ex- 
pected to conciliate the estranged Khal- 
qis, comprised largely of Najibullah's 
fellow Pushtun tribesmen. The predo- 
minantly tribal Khalqis were never fully 
reconciled to the rule of Karmal who re- 
presented in their eyes the urbanised 
Dari-speaking political elite. 

But Najibullah's party background is 
highly controversial. He has none of 
Karmal's prestige as a founding father 
of the Afghan communist party. At 
the same time he shares in the “blood 
debt" of all those who sided with the 
Parchamis when Karmal split the ori- 
ginal Khalq Democratic Party to 
form the break-away Parchami group in 
1968. 


Si then Najibullah has been re- 
garded by the Khalgis as an energetic 
and fiercely partisan enemy. Moreover, 
his own rise to power has come at the ex- 
pense of prominent Khalqi politicians, 
lending weight to their suspicions that 
Soviet intervention has served princi- 
pally Parchami interests. 

Moreover, the May demonstrations 
in Kabul of pro-Karmal Parchami youth 
groups, protesting against Najibullah's 
replacement of their patron, are seen by 
analysts here as a troublesome sign that 
Najibullah's accession, far from unify- 
ing the rival Parcham and Khalq fac- 
tions, may divide the dominant Par- 
chami faction itself. 

Born in 1948 in Milan village in Pak- 
tia province to a wealthy Pushtun- 
speaking family, Najibullah entered 
politics as a student organiser shortly 
after enrolling in the medical college of 
Kabul University in 1966. During his 11 
years at university Najibullah earned 
both a medical degree and his reputa- 
tion as a proficient Marxist with exper- 
tise in "Soviet international relations," 
which he taught to clandestine gather- 
ings of party activists. 

Ever since those days, Najibullah's 
rise to power has been a turbulent one. 
Although he had just joined the com- 
munist party's central committee two 
months before the Saur Revolution, this 
Khalqi-led communist coup which top- 
pled the neutralist regime of Moham- 
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rival. Parcham Faction from the 
rty, Two years later further outbreaks 





of factional strife caused Najibullah to 
flee to Prague where he remained for 
the next five years until the Soviet inva- 
sion of Afghanistan on 27 December 
1979. 2: 

‘On 29 December 1979 Najibullah re- 
turned to Kabul in a Soviet air convoy 
and was driven directly from Bagram 
airbase to the government palace. There 
he. was immediately appointed as the 
head of the Khad and given the rank of 
brigadier-general to oversee the inter- 
nal reorganisation of the secret police 
along the lines of comparable services in 
-© Cuba, Libya and Iraq. During these five 
© years, Najibullah visited the Soviet 
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Union 10 times and East Germany 
twice. 

Soviet academics express satisfac- 
tion with recent progress made by the 
DRA in expanding its political base. 
The time is approaching, these Soviet 
sources say, when a Soviet troop with- 
drawal will strengthen rather than 
weaken its Afghan ally, by providing 
the regime that margin of popularity de- 
-nied it as long as foreign forces remain 
on its soil. . 

Western embassies, however, assert 
that the war has gone against Moscow 
for the past year. Moreover, in resorting 
to Najibullah, the Soviets reacted with 
typical inflexibility, which Western 
analysts say will further limit Moscow's 

| options in the fluid situation they face in 
Afghanistan. By the same token, Gor- 
bachov’s plan for Afghanisation could 
prove a recipe for instability in Kabul if 
Moscow continues to vacillate between 
Stalinist discipline and liberalisation. 

— Richard Nations 








































By Nayan Chanda in Washington 


A5 signs that the Soviet Union and 


Pakistan may be preparing for seri- 
ous bargaining on troop withdrawal 
from Afghanistan, the latent struggle 
among ideologues and pragmatists 
within the Reagan administration has 
sharpened. While a solution to the Af- 
ghan problem is far away, there are indi- 
cations that if the Soviets came up with 
an acceptable withdrawal and monitor- 
ing plan, the US will support an agree- 
ment rather than opt for the “bleed the 


Russians" strategy pushed by the hard- 
liners. | 


` As if to underscore that approach, 
Washington recently rejected the anti- 
Kabul mujahideen appeal for diploma- 
tic recognition. The REVIEW has learn- 
ed that despite pleading by visiting 
mujahideen leaders for an effective 
weapon against Soviet air power, the ad- 
ministration has decided not to proceed 


with its earlier decision to supply laser- 
guided Stinger anti-aircraft missiles to. 


the mujahideen. B 

While in official statements the ad- 
ministration would only.say that the Af- 
ghan resistance is receiving "appro- 
priate" aid and refused to comment on 
whether the mujahideen would get the 
Stingers, administration sources told 
the REVIEW that "there have been sec- 
ond thoughts since the earlier decision 
to give them the Stingers." After having 
failed to obtain congressional support 
for supplying the Stingers to Jordan and 
Saudi Arabia, the administration does 


not want to cause ill-feeling among. 


these allies by providing the same mis- 
siles to the mujahideen. 

Despite differences over the extent 
of their relationship with Washington, 
four members of the. seven-party. Af- 
ghan rebel alliance arrived in Washing- 
ton in mid-June to be received by 
Reagan and congressional leaders. One 
of the main considerations behind the 
visit seemed to be the mujahideen 
worry that Pakistan and the Soviet 
Union may work out a deal over their 
heads. 

In a bid to avert such a development 
the mujahideen, backed by some 
hardliners within the administration 
and the congress, came up with the re- 
quest for US diplomatic recognition for 
the resistance — which would involve 
withdrawal of the US Embassy from 
Kabul — and the supply of Stinger mis- 
siles. 

While assuring the visiting group, led 
by Barhanuddin Rabbani, that US 
support for the Afghan resistance was 
"an unshakeable commitment" and 
that Washington “will not let you down,” 
a White House spokesman announced 
that Reagan rejected the idea of recog- 


———— 
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nition as “premature.” Clearly upset by 
such public rejection, one unidentified 
senior official told local reporters in. a 
background: briefing that Reagan had 
actually “encouraged” the mujahideen 


and held open the possibility of recogni- 


tion if they acquired “more of the attri- 
butes of a government.” a lo 
In an unusual public display of divi- 
sion within the administration the un- 
named official — believed to be a Na- 
tional Security Council staffer, — was 
disowned by the White House spokes- 
man as “wrong,” and a State Depart- 
ment official called him “an ideologue” 
who did not understand what the US po- 
licy toward Afghanistan was all about. 
Administration officials -privately 
explained that the non-communist Af- 
ghan resistance does not meet the bare 
minimum requisites for such recogni- 
tion — “they don't have an office, not 
even a letterhead, not to speak of popu- 
lation and area under control." > 


M lose on the heels of the mujahideen 
| Minister 
Sahibzada Yaqub Khan arrived in 
Washington for consultation on Af- 
ghanistan and to prepare the visit of his 
prime minister. According to well-placed 
sources, while Yaqub Khan expressec 
moderate optimism about a change in 
the Soviet position under Gorbachov he 
pointed to significant residual issues. 

The most important issue to be set- 
tled is the timetable and manner of 
Soviet withdrawal. Administration 
sources said that while the Soviets have 
officially mentioned a four-year with- 
drawal timetable through a third coun- 
try, they have hinted at an 18-month 
pull-out period. They have suggested, 
what one source described as an “end- 
loading” formula by which they would 
begin by pulling out token units in the 
first phase and end by withdrawing the 
bulk of equipment and men in one go. 

While supporting Pakistan’s demanc 
for a three to four month pull-out period 
the US seems willing to settle for a time- 
table longer than that but shorter than 1t 
months. It would also insist on a “lineal 
withdrawal" that would evenly space 
out the removal of troops. 

The second unresolved question i: 
monitoring. Moscow calls for interna 
tional monitoring of the "non-interfer 
ence" aspect of the agreement — that i: 
cessation of Western supplies to th 
mujahideen through Pakistan. As fo: 


| the pulling out of Soviet troops, Mos 


cow wants it to be monitored by US "na 
tional technical means," a euphemism 
for US spy satellites. But Washingtor 
insists on ground-based monitoring 
both in Pakistan and Afghanistan. Ẹ 
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It's a Superprocess ... plasma ejected from 
a nozzle in blasts that travel over 5,000 m/sec. 
Heaching temperatures over 10,0009C, it's even 
hotter than the surface of the sun. Plasma, with 
its intense energy and unlimited potential, is 
referred to as “the fourth state of matter.” At 
Nippon Steel we're using it in high-temperature 
applications research to melt metal or ceramic 
particles and deposit them onto materials which 
then acquire entirely new surface functions. This 
Is just one example of how intensive R&D efforts 
are producing a variety of Superprocesses 
and Supermaterials. 

At Nippon Steel we're also applying advanced 
electronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. And 
we're developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufac- 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications. 

For both traditional and advanced industrial 
materials, and for Superprocesses and Super- 
materials, users worldwide rely on our quality 
and innovation. 

That's Nippon Steel — the company that's 
looking toward the 21st century to meet 
the diverse needs of industry today. 
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If you love things Italian wait until you've tasted 
them in Italy. There's so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it's a celebration of 

life itself. But don't just come to Italy. Come to 
Alitalia's Italy. We can show you Romeo and Juliet's 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 
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we 


Michelangelo's *David' in Florence; sit where 
Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 











FRANCISCO from Chris MeCooey did 


ent lands, 





stir a couple-of-month-old memories of 
the delightful few days I spent con- 
templating the sweet seals barking on 
their island, seeking out Italian restau- 
rants and gazing at the vistas though — 
it must be admitted — having my mind 
boggled as well as entranced. San Fran- 
cisco has probably inflicted more horrors 
on the English language than any other 
conurbation, Tokyo included. It is not 
now the done thing in certain circles to 
refer to Fisherman’s Wharf; it is Fisher- 
person’s Wharf or — less appallingly — 
Fisher’s Wharf. A friend once worked 
on a Californian student publication 
where it was forbidden to refer to Chair- 
man Mao; he was “Chair Mao.” 

I was sad to read that the New York 
Times has finally given in and recog- 
nised the abomination, *Ms." I agree 
that it has — lamentably — passed into 
the language but usage is not all; I re- 
serve the right not to use it myself on 
simple. aesthetic grounds. It was com- 


forting to learn that Gloria Steinem | 


once received a letter. addressed. to. the 


Editor of Mrs magazine (it is rumoured . 


that Steinem refers to the mail man as 
the “person person”). 


€ SAN FRANCISCO remains delight- 
fully dotty. McCooey writes thatthe- 


city's Arts and Leisure Services depart- 


ment recently distributed a brochure for 


the summer 1986 courses offered to the 
local citizenry. Those. available for 
adult/teen health and fitness include: 

» Taking Control of Your Headaches: 


*Not now, Alice, Ehi ve a headache!” If 


ring similar words, 





you find yourself ut 
kshc 





what headach 
how to prevent ‘them, and the proper 
way to control this pain. Fee $5 for one 
two-hour class. 

» Closet Organisation: Let Diane Oles 
show you how to get in and out of your 
closet in 5 minutes. This one day work- 


shop will show you how to save time 


dressing in the morning, save money by 
lessening the damage to your clothing, 
save energy by being organised, 
maximise your outfits by use of ac- 


cessory displays in your closet, protect. 


your wardrobe from creepy crawlers, 
care for special fabrics and fibers and 
much more! Fee $14. 

» Past Lives — adventuring into your 
past: You will be led through a nice relax- 
ation and travel back in time, experi- 
ence several different past lives, differ- 
different nationalities. This 
experience will give you a deeper under- 
standing of yourself and your subcon- 
scious mind. Instructor Jean Richards is 
a professional hypnotist with 16 years 
experience. Bring a pillow and enough 
padding to be comfortable on a hard 
floor. Fee $30 one all day class. 

€ WE spare the reader such oddities as 
“Personal colour analysis” with a “fail- 


are, why they happen, 
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"safe" draping 3y systém to determine your > 


correct season (whatever that may 
mean), plus other courses entitled “Suc- 
cessfully Single," "Ukrainian Decorated 
eggs," "Chocolate Truffles — the Ulti- 
mate Confection,” “Jitterbug,” “Crazy 
Legs and Happy Toes” and, just in time, 
“Cardiopulmonary Resuscitation” 

the latter presumably offered to Senior 
Homosexual Citizens who have come 
out of their Organised Closets to get 
away from the Creepy Crawlers only to 
be shocked by their Experience of Dif- 
ferent Lands. 
@ THE oddities extend to bumper stick- 
ers, from the redneck’s “Kill A Com- 
mie For Christ” to the twee, “Live Sim- 
ply So Others Can Simply Live.” But 
normal humour asserts itself too: “US 
Out of North America.” And then, fol- 
lowing the warning, “Baby On Board,” 
bumpers sported stickers reading “Per- 
vért On Board,” “Future Millionaire 
On Board" and “Ex-Husband In 
Trunk." One of the best: "Nuke A Gay 
Whale For Christ." 

Let's face it, such slogans are essen- 


tially subversive: no wonder the South 
African regime has banned T-shirts with 
slogans (“Apartheid Divides”). 


è | DID not realise, until back in 


| Hongkong, that the late T. H. (Theo- 


dore — or Teddy) White who went to 
the Big News Editor in the Sky recently 
was the founder president of our own 
Foreign Correspondents’ Club — in 
Chongqing back in 1944, before. its 
translation to Hongkong in 1949; My at- 
tempts to meet him while on previous 
visits to the US came to nought. He was 
a marvellous reporter, and his series of 
books on The Making of the President 
pr rovide endless insights into the US po- 
itical process. In this part of the world, 
he will always be best remembered for 
his reporting from behind the lines in 
China during the early 1940s and his 
book Thunder out of China. But one 
gu uestion his autobiography In Search of 
istory never really answered was why 
for so many years he put up with Henry 
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Luce, then running Time magazine, and — 


the continual censoring of his copy on 


Mao and thé Chinese Communist Party 


to fit in with Luce's hero worship of 


Chiang Kai-shek. His book seems to 


shrug the saga off too easily as a hazard 
of the trade. Now it is too late to ever 
put the question. 

€ MICHAEL O'Connor, an admirer 
of another White — E. B. White of the 
old New Yorker magazine and author of 
children's books and Elements of Style 
— writes to me from Illinois, to share 
some unfortunate headlines which have 
appeared in The Lower Case, a feature 
of the Columbia Bui ud Review: 
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Nigel Holloway in Singapore 
The Singapore Govern- 
ment’s proposed amend- 
ments to the Newspaper 
and Printing Presses Act, 
-— introduced in May, have 
Pug reopened the question of 
z the role of the media in the 
land- poet Although the legisla- 
on is designed to curb the sale of 
reign publications deemed harmful to 
he state, the move will remind local 
ewspapers of their expected function 
n building a resilient nation. 
. The perennial question facing Prime 
Ainister Lee Kuan Yew is how far to 
elax the constraints on individual and 
ollective expression, allowing the 
pread of information and debate with- 
ut, in his view, jeopardising national 
evelopment. Singapore is at once a 
ecretive and a gin: di open society. 
irliament and judicial inquiries. are 
elevised; economic and social statistics 
re freely and quickly available; the 
$BC’s World Service is boosted and re- 
'roadcast locally on VHF radio; accord- 
ng to government statistics, there are 
,700 foreign publications on sale. Yet 
singapore is run by an elite, which jeal- 
'usly guards privileged information and 
ournalistic access is tightly controlled. 
Pica ad s dilemma is complicated 
y:the advent of new forms of satellite 
munication, enabling TV viewers to 
up instantly news and opinion from 
und the world. The quality of the 
omestic media might compare favour- 
bly with much of its equivalent in the 
est of Southeast Asia, but Singapore, 
s always, has ambitions to be judged by 
different yardstick. Lee wants his is- 
and to become a regional, even an in- 
information. centre, 
































































The government insists it does not 
merely want the country to:be a switch- 
ng station, but a centre of journalistic 
cellence, an aim which it believes 
d. not be compromised by the de- 
mands of what it regards as national 
ecurity. 

A peculiarly Singaporean expression 
f the problems involved comes in the 
orm of the proposed amendments to 
he newspaper act, which stipulate that 
he. minister of communications and in- 
ormation may declare any newspaper 
yublished outside Singapore to be “a 
ewspaper engaging in the domestic 
litics of Singapore." He may then de- 
ide how many copies of the publication 
will be allowed to be distributed. Any 
rson found in possession of more than 
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The REVIEW series of articles on the 
Asian Press continues with a look 
at the media in Singapore. 


five copies of the same issue of a "de- 
clared" newspaper is deemed to intend 
to sell cr distribute them and faces a 
$$10,000 (US$4,500) fine or up to two 
years' imprisonment. 

While many would regard this as a 
tightening of press controls, the govern- 
ment believes it is, instead, merely re- 
fining them. The Undesirable Publica- 
tions Act empowers the minister to ban 
any publication, foreign or otherwise, 
which he thinks is contrary to the public 


The Straits Times newsroom: tightening controls. 


interest. Introducing the amendments, 
Minister of State for Communications 
and Information Wong Kan Seng said 
he had no intention of preventing peo- 
ple from reading “harmful” views. He 
merely wanted to ensure that the pub- 
lishers of such periodicals did not profit 
by touting these reports. 

In an unprecedented step, the Law 
Society of Singapore has taken issue 
with the government over the amend- 
ments, saying it already has. ample 
power to control ' ‘undesirable” publica- 
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Interview/Peter Lim: page 26 
Tough official controls: page 27 
Foreign media: page 28 
Push for publishing: page 28 
TV's mandates: page 29 
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cal matters (RE TEW, 36. J une)... 
For its part, the KDEA says it 
wants to make a distinction between fair 


; and unfair criticism, defining the latter 


as persistent distortion. of local political 
events in order to destabilise Singapore. 
To some, the proposed amendments are 
yet another case of over-regulation by a 
paranoid government. Excessive sen- 
sitivity to criticism is, after all, a na- 
tional as well as official trait. This ig- 
nores the fact that, over the past 10 
years, ministers have allowed the local 
press somewhat greater freedom to 
criticise the government than before. 
Consider some recent examples: 

» David Gabriel, writing in the Busi- 


ness Times on 12 March, strongly criti- 


cised the government for its handling of 
the financial crisis sparked off by the 
bankruptcy of a local manufacturer, 
Pan-Electric Industries, last December. 
He argued that the debacle may not 
have happened if the Monetary Author- 





ity of Singapore had been more vigilant 
and more open with people. — 

» Catherine C. Ong, a staff writer of 
The Straits Times, took Finance Minis- 
ter Richard Hu to task on 19 March for 
playing down the seriousness of the pos- 
sible effects of the weakness of the local 
stockmarket on the economy when he 
spoke to parliament in January. By 
quoting stockbrokers, she argued that, 
though Wall Street comprises a tiny 
fraction of the US economy, its collapse 
would have a serious effect on the whole 
country. 

» The Chinese-language Lianhe Wan- 
bao, carried a four-part series on 20-23 
May, of an interview with the veteran 
British foreign correspondent Dennis 
Bloodworth, in which new information 
was provided on the position and 
whereabouts of the disgraced. former 
president, Devan Nair — resuscitating a 
controversial topic officials would. pre- 
fer to be forgotten. 
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the light of day 10 years ago, when the 
press was emerging from a particularly 
unhappy time in its relations with a gov- 
ernment which first cowed, then tightly 
supervised, the media. In 1969, the au- 
thorities closed the Singapore office of 
Utusan Melayu, because the Malay-lan- 
guage daily originated from Kuala Lum- 
pur and was supported by Malaysia’s 
dominant party. In 1971, executives of 
the Chinese-language daily Nanyang 
Siang Pau were jailed for alleged pro- 
Peking propaganda. Government pres- 
sure led to the closure that same year of 
the outspoken English-language Singa- 
pore Herald as well as the less significant 
Eastern Sun. 

Under supervision, the press has 
been allowed to grow slightly less tame 
in recent years, with the rise of a new 
generation of political leaders and the 
emergence of a more questioning elec- 
torate. Editors trusted by the govern- 
ment have been appointed. A former 
top civil servant, S. R. Nathan, was 
made executive chairman of The Straits 


Times Press in February 1982 and the 
prime minister's press secretary, James 
Fu, was placed on the board of its 
then rival Singapore News and Publica- 
tions. 





AU with a full quiver of legal ar- 
rows, the government no longer sees 
Singapore newspapers as antagonistic 
towards. the ruling People's Action 
Party (PAP). The prime minister said as 
much when he called in all local editors 
on a couple of occasions in the early 
1980s to mark out a new relationship be- 
tween the press and the state at the time 
when the second generation of ministers 
was taking over. But the greater latitude 
given to journalists since then does 
not mean that Singapore can expect 
to see the development of a West- 
ern-style newspaper industry. Far from 
it. 

The last thing the government wants 
is for the press to become an adversary. 
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August last year, First Deputy Prime 
Minister Goh Chok Tong said: “We 
cannot have two forces [press and gov- 
ernment] trying to influence the public 
in different directions . . . If they [jour- 
nalists] think they've got superior views, 
then they should stand for election." On 
the other hand, newspapers are not 
meant to be mere mouthpieces for the 
PAP. But, in the words of one govern- 
ment official: “There is no need for the 
press to be anti-government to be credi- 
ble." 

What many ministers would like to 
see is for the industry to develop along 
what they regard as Japanese lines, dis- 
cussing proposed policies to help create 
a national consensus, which, once 
formed, the media will abide by. This 
view first pre-supposes a far greater de- 
gree of intimacy between journalists 
and official sources than exists in Singa- 
pore — where press statements tend to 
be handed down on tablets of stone — 
and secondly, sufficient skills to be able 
to criticise government proposals and to 


Rajaratnam: final arbiter. 


explain why those proposals might be 
wrong. 

So much for the expectation. The re- 
ality is that the government castigates 
the press for failing to live up to official 


standards, thus reinforcing the view 
among many readers that the news- 
papers are indeed an (imperfect) tool of 
the government. 

In the face of electoral setbacks in 
1981 and 1984, the press has been criti- 
cised for both allegedly causing anti- 
government feeling and conversely 
being too sycophantic and failing to re- 
flect public opinion of unpopular gov- 
ernment policies. Soon after the 1984 
general election the government set up 
its own Feedback Unit to channel criti- 
cisms to the government. 

There are two reasons for the pecul- 
iar quandary of the Singapore press. 
One is economic, the other political. 
First, business pressures. Until the 
1970s, the bulk of the press-was own- 
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ment from $. Rajaratnam, senior 
minister in the prime minister's of- 


| defined in the proposed 
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he said, “You have to trust us. 


- which could fall foul of the 

.. osed new rules: “they will 
— themselves by whether th 
serve the amendments," he 



























































must abide by our rules of. 
they privately consider them hea 
enish and sacrilegious." Few for 
correspondents anywhere in tl 
world would quarrel with this state- 


fice, who spoke to the local Foreig 
Correspondents' Association on 17 
June. Journalists may not like the 
rules in many countries, but they 
have no choice but to abide by the 
if they wish to work there. The prob- 
lem in Singapore is that the rules, 2 
to the Newspaper and Printing 
Presses Act, are extremely vagu 
nis ramen himself a former 
journalist, endeavoured - 
the meeting to clarify w 
. was meant by “eng: in 
local affairs. Any foreig 
publication “which acts 
; hay naan things which ha 
or impact on the local pop 
t lation" could be ed 
to have interfered. He gave 
as an example any attem t 
to bring into disrepute the 
institutions of governme 


such as su | 
our Singap re courts 
crook 


hen asked £s e- 
ther the recent p abl n 
by the Asian Vall Stre 
Journal of a statement 
the Law Society criticising 
the proposed press ame 
ments and of letters by 
himself and by an academic 
on the matter constitutec 
interference, he replied, 
He added that the gove 
would have to d t ish i” 





foreign reporter and rti 
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ing control. Today, barring the tiny- 


Indian-language publications, the press 
is in the hands of a single, pub- 
lic company, Singapore Press Holdings 
(SPH). 

A newspaper monopoly is hardly a 
recipe for journalistic excellence. It is 


- | true that professional rivalry continues 
|- between The Straits Times and Business 


Times and between Shin Min Daily 
News and the Lianhe group — the latter 
ran bingo-style competitions for a few 
weeks last year to boost circulation, 
even though all newspapers merged 
under one group in July 1984 — but 
editors from all the newspapers attend 
the same daily meetings at which news 
schedules are discussed. 

The problems of “the bland lead- 
ing the bland" are most acute for The 
Straits Times, the flagship of the group 
in terms of circulation. In striving to be 
all things to all people (parish pump/ 
national organ/family/adult newspaper) 
it sometimes fails to satisfy anybody at 
all. 

The Straits Times has always been a 
particularly aggressive commercial 
rival, buying into the competition if it 
. gets the chance or securing syndication 
. rights in excess of space available to pre- 
vent the competitor from buying them. 
The English-language Singapore 
Monitor, which was launched in 1982, 
and died in July 1985, might have sur- 
. vived if the government had not lost in- 
terest at that time in the idea of competi- 
tive journalism. 

The Times group is again examining 
a plan to establish another English-lan- 
guage daily, possibly more downmarket 
than the main newspaper. But even if 
. this so-called blue-collar newspaper hits 
the streets, some journalists wonder 


: INTERVIEW/PETER LIM 
.| Singapore’s 
.| manat the top 


ASIAN Peter Lim is the most in- 
2$ fluential journalist in 
P e Singapore, as editor-in- 


"i 


J| chief of the monolithic 
tis p T Straits Times Press, which 
e a publishes The Straits 
PRESS Times, The Sunday Times, 
Business Times, Berita Harian, Berita 
Minggu and Shin Min Daily News. 
The following are excerpts from an 
interview Lim gave to the REVIEW’s 
deputy regional editor, Michael Malik. 





Is there a formula for successfully run- 
ning a newspaper in Singapore without 
getting into too much trouble with the 
government, while preserving your own 
integrity? 

There is no formula as such. First 





ed privately ^ with | familie a reits- 


Lim: 'every story can be reported.’ 


whether it can be sufficiently distinc- 


tive “to add much to the Singapore 
scene. 

There is a limit to the amount of news 
a carefully controlled city-state like 
Singapore can generate, if only because 
of the political constraints placed on the 
press, the second factor which shapes 
the treatment of the news. 

As Lee told the National Press Club 
in Australia in April, journalists should 
exercise their freedom with responsibil- 
ity, rather than “publish and be 
damned." This raises the obvious ques- 
tion as to the degree of responsibility, 
how it is defined and by whom. 


All journalists are expected to show | 


restraint in reporting on sensitive issues: 
race, language, religion, defence and 
neighbouring countries. But, in real- 
ity, sensitivities extend far beyond 
these topics to embrace party poli- 
tics, the Middle East, exchange- 
rate policy, expatriate contributions 
to the Central Provident Fund, 





you need a commitment to the sort of 
journalism you would like to practise — 
modelled on the most responsible form 
of Western journalism. One does not 
need to go muck-raking. At the same 
time you have to know there are just 
some things you cannot publish here. 
You may agree with the government's 
reasons in the short term, but you have 
to make it clear to them that they cannot 
hide things for ever. When you don't tell 
the people the truth, you strike at the 
very.rootsrof confidence. The last thing 


even a national 





costume for Singa- 
pore. TUY? M i 

; According to Leslie Fong, the chair- 
man of the editorial board of Shin Min: 
“Our system is a less stable democracy 
than Britain’s. Singaporeans have not 
really grasped the fundamentals such as 
tolerance of each others’ views.” Wil- 
liam Giles, American former Sunday 
editor of the Monitor, has a different 
view. “The problem is that this sense of 
self-censorship and _ self-restraint en- 
courages reporters and editors to censor 
even more than the authorities in- 
tended,” he was quoted as saying by the 
Asian Wall Street Journal. 


his does not mean that sensitive 

topics are never broached. The pro- 
cedure is this: if a story is likely to raise 
the political temperature, journalists in 
the SPH group must check with the re- 
levant ministry press officers first to 
seek confirmation or further informa- 
tion. If the officer says that the story 
cannot be run and the editors 
accept the reasons given for 
not printing it, the newspaper 
will abide by the decision. If 
the editors disagree — which is 
quite rare — they take it to 
higher levels and if the minister 
vetoes the report, the news- 
paper must weigh up the risks 
of ignoring him. 

Last year the Housing and 
Development Board announc- 
ed that it would not help resi- 
dents to receive the commer- 
cial TV3 channel from Malay- 
sia. The Times group pub- 
lished the story and the un- 
favourable response of people 
to the move, despite. official 
displeasure. In the words of 


we want is a population 
cynical of the government. 
And there is such cynicism. I 
am not saying a lot, but some. I 
am told it is only among the 
better-educated, Western-in- 
fluenced people. But I know it 
is there — again not a lot, but it 
is there — among the Chinese 
educated and the Malay edu- 
cated and the less-educated cir- 
cles. 


CHRISTINE CHEW 


Do you expect your journalists 
to know what the government's guide- 
lines are and to censor their own 
stories? 

No. We tell them to get the story and 
bring it back. Every story can be report- 
ed, given the right approach. It might be 
a question of time. It might be a ques- 
tion of balance. Any story can be de- 
sensitised with skills. In many dialogues 
I have with government, I try to make 
them understand that we do not only 
serve as a safety valve when we report 
on sensitive stories. If we report them it 
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might be a question of time; it t might 
We a bn of balance. Any story can 
-sensitised with [journalistic] 

skills P 
_ In terms of political reporting, the 
Singapore press is unashamedly pro- 
government. Zainul Abidin Rasheed, 
editor of the Malay- language Berita Ha- 
rian, for example, admits that his news- 
paper gives less prominence to opposi- 
tion views, but says that those views are 
evaluated "objectively," according to 
their news value. Fong agrees that he 
could remember no instance when 
editors had knowingly suppressed state- 
ments by the opposition parties. The 
two opposition MPs, J. B. Jeyaretnam 
and Chiam See Tong, disagree and be- 
lieve the news in the local press is 
slanted against them. ` 

A study of coverage. by the Monitor 
and The Straits Times of the December 
1984 general election campaign found 
that 84% of the 6,525 column inches re- 


ported by the latter were “directly or in- 
directly favourable" to the PAP. Only. 


16% of the space covered all eight oppo- 
sition parties and three independent 
candidates. In the Monitor, 63% of a 
total of 870 column inches reported on 
the PAP and 37% on the rest, during the 
first week of campaigning. Inthe second 
week, the ruling party’s share rose to 
77%. 


^. These figures, of course, can be used 
to reinforce opposing views, but theyre- . 


mind one that, in a Confucian society, 
there is no such thing as a "loyal" oppo- 
sition. The Singapore press is neither 
watchdog nor poodle. It is still look- 
met for an epithet, a role and. a reputa- 





gives the government a chance to put 
their point of view. One of the most 
common causes of problems is purely 
for the operational convenience of 
politicians and civil servants. They sup- 
press things for convenience but the 
people get to know anyway. They 
could have saved themselves a lot of 
public opinion problems if they had 
been prepared to face the inconveni- 
ence. 


After the Monitor experience, can there 
ever be another challenge to the Straits 
Times from outside the group? 

Yes, I think it could happen again. 
Having a monopoly in the press is not 
really in line with government thinking. 
It is not at all impossible that if sound 
proposals were put forward for a new 
paper they might be approved and a h- 
cence given. An unchallenged mono- 
poly can become impossible to control. 
Like a rogue minister, it can be difficult 
to stop. The government may prefer 
counter-pressure to [direct] pressure as 
a better way to control the pies ü 








national, 


constrain free press 


By V. G. Kulkarni 
WE Singapore's, press — is 
hamstrung by a plethora of 
| official proscriptions and 
prescriptions, making the 
| a abate job uneviable. 
In articulating issues, 
editors to a large extent 
determine the limits of public debate 
but, as Singaporean political scientist 
Chan Heng Chee wrote in 1975, they 
“of course, in turn are affected by the 
knowledge that pursuing an issue too 
determinedly can be construed as anti- 
as the editors of Nanyang 
Siang Pau and the Singapore Herald dis- 
covered [in 1971].” 

Even when the authorities are not is- 
suing informal guidance on specific is- 
sues or when the country’s leaders are 
not promoting their periodic social cam- 
paigns, journalists are constrained by a 
clutch of legislation. The most funda- 
mental and controversial of such laws is 
the Internal Security Act (ISA) of 1963, 
under which the executive has vast pow- 
ers to curb subversion and fight security 






threats. The act empowers the govern- 
ment to prohibit the printing, publish- 


ing, circulation and possession of any 


material deemed prejudicial to the “na- 
tional interest, public order or society of 
Singapore. 


n the past, the ISA has been used 


against journalists, all of whom were re- 
leased from detention after making suit- 
able “confessions.” Andin 1983, when a > 
‘man was charged with possessing a 


tombstone inscribed with an epitaph 
deemed subversive by those authorities 
charged with enforcing the ISA, all the 
press could do was cover the court pro- 
ceedings against the man, whose de- 
ceased communist brother’s cause had 
been outlined on the offending 
tombstone. 

Another law affecting the press is the 
Sedition Act of 1964, which prohibits 
speeches and publications with “sediti- 
ous tendencies.” The legal definition of 
sedition includes exciting disaffection 
with the government and the judiciary 
among the people and between the 
races and classes. Exciting the people to 
change laws by means other than lawful 
ones is also deemed seditious. 

The Undesirable Publications Act of 
1967 authorises the government to bana 
publication considered “contrary to the 
public interest.” Under this law, the 
executive is the sole arbiter in proscrib- 
ing material which it deems offensive on 
political, moral, religious or ethnic 
grounds. 
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| ployees or agents of these bodies. 


In 1964, the Emergency (Essential - 


Powers) Act barred members. of the 


armed forces from communicating to — 





deemed classified under the 1983. 
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the press, which in turn was forb 
to print stories discrediting the m 
or discussing grievances against i 
vidual servicemen. If a public 
prints a communication from a solc 
the Defence Ministry is entitled to 
tain the identity of the writer from 
offending publication — a right: 
flies in the face of a tradition am 
most Western democratic governm 
of respecting journalistic confiden 
ity. 

On top of all these laws, the gov 
ment pushed through the Newsp: 
and Printing Presses Act in 197: 
further strengthened it in 1977 
amendments. | 


he act requires newspaper c 
panies, printers and chief editoi 
obtain licences, renewable annu 
Further, directors of a newspaper « 
pany must all be Singapore cit 
Under the act, newspaper 
shares are divided into managen 
and ordinary shares, the former t 
held only by those approved by t 
ernment, Management shares | 
times the .voting power of ord 
shares in any resolution to dismiss. 
point a director or staff of the cor 
under the act. | 
As Jek Yeun Thong, then minist 
culture put it, the management w 
stricted to Singaporeans to ward 
"manipulation by foreign elements 


[who could attempt] to gone 
desirable viewpoints and phil 
phies.” | 


The 1977 amendments prohib 
any person or his nominee from hol: 
more than 3% of the ordinary shar 
a newspaper company. Thus, whi 
ownership of newspapers was spi 
widely among the puplic, control 
them was vested in those vetted by 
authorities. i 

The latest legislative move affec 
the local press came in 1983 when 
parliament passed a bill protectin 
secrecy of statutory bodies and go 
ment-owned companies. In exte 
official secrecy, the law also en 
passes agencies dealing with mun 
services such as housing and uti 
and such bodies as those han 
tourism, trade, ports and broadc 


ing. 
The law also applies to former 


public-relations consultant had d 
work for the state tourist promo 
body and later disclosed inform 


he could be jailed for one year or fi 





































 ingapore has for long been a favou- 
rite base for foreign Journalists cov- 
ng Southeast Asia. During the colo- 
al period, it was the hub of British 
tivities in the area and open to freer 
ht and action than the more re- 
ve Dutch East Indies and French 
hina. 

fter World War II, the region's in- 
pendence movements, the Malayan 
mmunist insurgency and the mid- 
90s confrontation between Indonesia 
Malaysia kept Singapore alive 
newsy area for the world press. 
during the Vietnam War many 
n correspondents based them- 
in Singapore, commuting to 


But i in the 1970s, when political sta- 
ity in independent Singapore began 


Over the past decade or 
so, Singapore has emerged 
| as a major printing, distri- 
| bution and. communica- 
TA tions. centre. Several 
ig major international publi- 
PRESS N including Time, 
rnational Herald Tribune, Thé 
omist, USA Today and The Asian 
Street Journal print their Asian or 
regional editions in the country. 
.REVIEW is planning to shift about 
9o Of its total print run from Hong- 
ng to Singapore later this year. 

Ake its regional. publishing rival, 
gkong, Singapore’ s attraction lies 
sophisticated printing plants, their 
-ups with global satellite systems, 
ent air connections with the rest of 
.world and an efficient domestic 
mmunications network. 

Although the Singapore Govern- 
has emphasised manufacturing 
ce the 1970s, the country's current 
long economic downturn has refo- 
attention on bolstering service in- 
ies, which comprise 64% of the 
oss domestic product. A top-level com- 
e headed by Acting Minister for 
e and Industry, Lee Hsien Loong, 
as appointed last year to chart long-term 
y options for the country's economy. 
1e committee's sub-group on the 
es sector has recommended a 
ove into an information-based econ- 
especially the so-called brain-in- 
nsive industries. Among the 30 core 
ojects selected by the sub-group are 
mputer software and design, and the 
peeing and P industry, which 





ji "ar 
journalists asa laboratory for social-en- 
gineering, meriting only the. occasional 
news story. 

Overall, Singapore has received 
favourable treatment from the foreign 
media. The positive treatment has been 
mainly due to Singapore's economic 
success since the early 1970s, which has 
turned the city into an efficient, corrup- 
tion-free country where telephones 
work and buses run on time, where 
there are no slums and the streets are 
safe, where the air is clean and the water 
pure, and most people understand some 
English — the crucially important inter- 
national language. 

Given these attractions, it is not sur- 
prising that 82 foreign correspondents 
base themselves in Singapore and travel 
around the region chasing stories about 
armed clashes, political upheavals and 
business scandals elsewhere. 

Another plus for Singapore in draw- 


could hein boost exports in the coming 
decade. 

The publishing and printing sector 
had gross receipts of S$727 million 


| (US$327 million) and employed more 


than 13,000 people in 1982, Real value- 
added growth in the sector between 
1976 and 1982 was 10.7% a year, and 


_ the subcommittee expects this momen- 


tum to be maintained over the next 
decade. The subcommittee has set à 
target of S$400 million in export's for 
1995, compared with current annual ex- 
ports of S$120 million. 

While acknowledging that Singapore 


| was not likely to become a publishing 


centre in the same league with New 
York and London, the subcommittee 
recommended some growth niches in 
the region and in Western countries, 
particularly for educational and child- 
ren's books. 

By promoting joint ventures with 
Western book publishers, Singapore” $ 
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media, es} y 
is that n as 
Western countries were reeling under 
inflation, unemploymei ial 
strife in the late 1970s and. 19805. 


And over the past decade, with Singa- 
pore firmly hitching its political and 
economic stars to the democratic West- 
ern camp, most governments. of the 
West have come to view the island re- 
public as a reliable friend and ally, 
and a safe place for. multinational in- 


vestment. 
I" addition, given that foreign cor- 
respondents are influenced by their 
own government's views and political 
institutions, this positive image of 
Singapore tends to be perpetuated in 
their coverage. > 
Largely because’ of these icons, 
Singapore has been spared the. close 
scrutiny other developing countries 
have been subjected to by some West- 
ern legislatures and foreign ministries 


Source industry; Estimates. E 


| /— REVIEWDIAGRAM by Ricky Mui 
planners aim at an annual target of 
4,500 titles by 1995 as against the cur- 
rent 2,000. With a limited pool of 
domestic and regional writers, Singa- 
pore has been active in bringing out 
Asian editions of Western textbooks » 
the social and physical sciences, 
which a major potential for growth. p" 
foreseen for the next decade. 

The subcommittee also singled out 
the commercial applications of electro- 
nic publishing as a major avenue of 
growth. Due to the high costs and lack 
of Singaporean experience in this field, 
the subcommittee called for involve- 
ment of the public sector in the field and 
recommeded tax breaks for venture- 
capital investment in software. 

To make Singapore more competi- 
tive in publishing, the subcommittee ar- 
gued forcefully for a reduction of wages 
and infrastructural costs, such as freight 
and postage. While the government has 


already initiated action. on- pit 











the countries concerned. In recent 
yan thé political mainstream in the 
est has shifted to the Right, a trend es- 
tablished years before in Singapore's 
domestic politics and one which further 
endears Singapore to the West. 

. Foreign correspondents operate un- 
hindered in Singapore as long as they do 
not hit hard on such sensitive local is- 
sues as problems of race, religion or 
language. Most Western correspon- 
dents are cautious when writing on 
Singapore and many of those represent- 
ing non-Western media are even more 
timid. The authorities find the regional 
press the most irksome, because it must 
cover the country more comprehen- 
sively than its Western counterparts, 
"aser. at times on the less rosy side of 


its “guided society.” 
Access for the foreign press to of- 
ficialdom, though not barred, is limited, 


and background briefings on govern- 


wages, costs and official levies, the au- 
thorities could find it difficult to imple- 
ment other recommendations concern- 
ing the liberalisation of requirements 
for printing licences and fostering the 
creative manpower Ao by the pub- 
lishing industry. 


[P vPlications whose editorial content 
originates abroad are required to 
obtain periodically renewable licences. 
The subcommittee. wants the govern- 
ment to relax the conditions under 
which licences are granted and to grant 
them for an indefinite period. But even 
as the Lee committee's voluminous re- 
port was made public, the government 
announced its intention to curb foreign 
| publications by amending the. News- 

paper and Printing Presses Act. The 
“amendment would allow the govern- 
ment-to restrict the circulation in Singa- 
pore of any foreign publication the gov- 
ernment views as interfering in domes- 
tic politics. 

^Fhe amendments, when passed into 
law; could affect Singapore’ $ aspira- 
tions of developing further as a printing 
and publishing centre. But minister of 
state Wong appeared undeterred: “This 
[policy of restricting circulation] is no 
different from our policy of encouraging 
tourists to Singapore and yet at the same 
time ensuring that the few mischief 
makers don't get away with it.' 

- Most foreign publications can afford 
to put up with the new restriction, which 
many view as just another irritant of 
operating in the Third World. More im- 
portant would be the impact on the local 
press and reading public. 

Circulation restrictions would make 
some foreign journals less available to 
local readers who would, therefore, be 
less exposed to alternative and critical 
points of view absent from the country's 









he Western media as stoties ‘critical of | 
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foreign press is | barred from rou T 
press conferences that are meant only 


for the local media. It is not uncommon 
for Singaporean leaders to single out a 
foreign reporter or a particular story for 
E criticism, which the local press 

sevi report at length and follow through 
with pro-government comment. 

Despite attempts at improving rela- 
tions with the foreign press, govern- 
ment authorities find the going difficult, 
given their extreme sensitivity to criti- 
cism. Another difficulty is that they can- 
not be seen as applying a different — 
more liberal — standard to the foreign 
press than to the local media. 

The ruling PAP has been in power 
since 1959 and says its government re- 
presents the national interest. Its lead- 
ers openly argue that the local press 
should support government policies and 
often insists that it does so. Such a 
Singapore syndrome makes the job of 
the inquiring foreign press all the more 
difficult. — V. G. Kulkarni 


own press. Nevertheless, even under 
these circumstances, the authorities 
want to encourage the publishing indus- 
try, and say any restrictions on local cir- 
culation under the amended law would 
not affect copies of the same publication 
destined to be distributed outside Singa- 
pore. 

The Lee committee’s sub-group on 
the service industry bemoaned that the 
development of publishing talent in the 
country "is restricted by an education 
system which places relatively little em- 
phasis on creativity.” Its report on ad- 
vertising and public relations called for 
the nation’s educational system to em- 


-phasise creativity. It also advocated that 


the local university should run degree 
courses on advertising and public rela- 
tions. 

The National University of Singa- 


. pore does not teach, and has no plans to 


introduce, journalism as a major sub- 
ject of study. Nor is the university 
geared to encourage creative thinking in 
its liberal arts and allied faculties. In 
their pell-mell rush to modernise the 
economy, in a controlled social environ- 
ment, Singapore's planners have stress- 
ed the acquisition of practical skills. 
Imaginative courses in advertising, 
without similar measures in more basic 
subjects — such as journalism and the 
social sciences — are unlikely to have 
the desired results. 

Nevertheless, with its sophisticated 
printing industry and well-honed com- 
munications infrastructure in place, 
Singapore’s publishing sector will cer- 
tainly experience some growth. But 
whether it will match expectations will 
depend on how successfully the govern- 
ment liberalises the education system 
and how benignly it uses its powers 
against foreign publications.. 

Aem V. G: Kulkarni 








By Michael Malik 
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n a single day viewers could: 
tuned into Singapore Broad 
Corp. (SBC) TV and watched a Ma 
rin serial called Cockleshell ` 
Switching channels you could : 
caught Selera Rasa, a Malay coc 
programme with English subtitles, t 
switched again to see Youth Time = 
layar Arangam in Tamil. To clos 
evening you could have watchet 
American film The Last T ycoon in E 
lish with Chinese subtitles. i 
This is an illustration of the compl 
ity of broadcasting in a multi-lir 
society such as Singapore's, but iti 
the greatest problem that SBC f 
Being a government statutory b 
which makes revenue from adverti 
the corporation is caught in the trag 
trying to provide programmes whic 
approved by its political bosses as 
as being popular with viewers and. 
mercially successful. 
While recession has been eat 
away at advertising revenue, ther 
also been pressure on the corporatioi 
produce more home-made progran 
both drama as well as documen 
rather than relying on foreign 
programmes which are not alwa 
ceptable on à political or cultural 
The financial result has Paci p 
fall in net income to S$11.17 mi 
(US$5.2 million) — a decline S: 3l 
the 1984-85 financial year endin 
March 1985 over the previous yee 
while operating expenditure wen 
22% , to $$112.68 million, mainly: 
increases in staff and wages. Such a 
ation makes SBC heavily depende: 
grants from the government. 
Television reaches practically ev 
home in Singapore — there are n 
half a million licence-holders in. a p 
lation of 2.5 million people — and 
seen by the government as an impo 
means of communicating not only i 
mation but its social policies and 
tural values. For instance, SBC sto: 
transmitting Cantonese serials: 
started dubbing them into Mandar 
back up formal education in the go 
ment's "Speak Mandarin" campaig 
This has led to several problem 
SBC. Firstly, it had to cope with the 
task of dubbing all dialect program 
into Mandarin. 
It also led to a vast expansion o 
video business in the late 1970s 
early 1980s, as viewers — particu 
the older ones — found they could 
see Cantonese and other dialect film 
tape. The government has never tri 
force the video market to conform 
the Mandarin requirement — and 
did it could be easily circumvente 
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pirate tapes. The video habit has hit not 
only cinema attendance, but SBC's 


. viewing figures and subsequently adver- 


tising revenue. 

Another problem partly arising from 
the language policy has been the trouble 
SBC and the government have run into 
over Malaysia's commercial station 
TV3 which was launched in 1984. 

The channel has a strong input of 
American shows, some, such as the 


| musical programme Solid Gold, consi- 


dered rather risque by Malaysian stand- 
ards. But this is not the problem for 
Singapore, where the show has been 


= shown for years. It appears to be more a 
question of protecting SBC's three 


channels from the commercial competi- 
tion of TV3, in addition to the fact that 
the channel screens a number of Can- 
tonese films with their original dialect 
soundtrack. 


W hatever the reasons, the Singapore 
authorities have gone to extra- 
ordinary lengths to discourage viewers 


_ from seeing the channel, including 


heavy pressure on the press not to pub- 
lish its programmes, and a decision by 


. the Housing and Development Board 


(HDB) not to tune central antennae on 
its housing blocks to pick up the UHF 


. signal. HDB tenants are not allowed to 


erect their own external aerials but can 
have internal ones, and antennae suit- 
able for picking up TV3 are on sale. 
The ban on programme listings, de- 
spite the fact that Singapore newspapers 


. publish the state-run Radio-Television 
. Malaysia programmes, caused an un- 


usually loud howl of protest from the 
public, manifested in columns of letters 
appearing in The Straits Times. In a limp 
explanation, the newspaper stated that 
it had decided not to print the listings 
"because of the government's policy not 
to facilitate the viewing of foreign com- 


X mercial telecasts.” 


Another minefield for SBC in its at- 
tempts on the one hand to improve its 
service, and on the other not to offend 
the government, has been in its pioneer- 
ing effort to televise parliament. Its first 
report, edited to one hour from nearly 
five hours of debate, was shown on 
1 March 1985, in two editions — English 


- and Chinese. 


Public reaction was favourable and 


interest has remained high, but it has 
. not gone without criticism from the gov- 
| ernment. Why, SBC has been asked, 


did the two opposition MPs, J. B. 
Jeyaretnam and Chaim See Tong, re- 
ceive far more than their share of the 
time, compared with the 77 PAP mem- 


bers? And was it really wise to show 
Jeyaretnam — Chaim has not done as 


well as he was expected to — definitely 


. getting the better of many government 


MPs who, even with good editing, come 
across as either inarticulate, boring or 
arrogant? 

As usual, for SBC, they could not 
win. oO 
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Monitor seemed a good 
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idea at the time 
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For more than 10 years 
after the closure of the 
Singapore Herald in 1971 
The Straits Times was the 
RAM Irish linguage ‘morning 
PRESS ase q 

«4*4 newspaper in the country. 

It was a time of prosperity, growth 
and seemingly unshakable political sta- 
bility, with the People’s Action Party 
(PAP) government not only having 
100% of the seats in parliament but ap- 
parently the acquiescence of the people 
to its wishes. 

As was his custom in this period, the 
Prime Minister, Lee Kuan Yew — basi- 
cally under-employed in his tiny fief- 
dom — was always “lifting manhole 
covers,” as it has been described, 
restlessly looking for things to improve. 
In this mood, one area he turned his at- 
tention to was the press. 

He had never been a great fan of the 





THE STRAITS TIMES, SINGAPORE 


The Straits Times, remembering how, 
under the British administration, it had 
been an implacable enemy of his efforts 
to gain independence. In the interven- 
ing years it had never endeared itself to 
the PAP, retaining something of the old 
colonial aura, rather like Raffles Hotel. 

Lee entrusted to his faithful deputy, 
Goh Keng Swee, the task of finding the 
backers and the people to start a new 
English-language morning newspaper 
to present The Straits Times with the 
competition. 

The backers were relatively easy 
to pick. Two of the biggest local banks 
— the Overseas Union Bank (OUB) 
and the United Overseas Bank al- 
ready had shares, respectively, in the 
two leading Chinese-language news- 
papers, Nanyang Siang Pau and Sin 
Chew Jit Poh. A third backer was the 
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government's own Development Bank 
of Singapore. One argument in get- 
ting the banks together was that event- 
ually, as more Singaporeans started 
reading English, the Chinese news- 
papers would .lose readership and 
would need an English-language publi- 
cation to support them. This was to fig- 
ure largely in later pronouncements, 
but at the time, was a secondary reason 
for the launching of the newspaper, ac- 
cording to sources involved. 

The matter of who was to run the 
newspaper was a far bigger problem 
than getting the backing. This was to be 
a home-grown product and the numbers 
of expatriates were to be kept deliber- 
ately low. But talent was short. Most of 
the obvious candidates either could not 
be tempted to it or were not acceptable 
for historical-political reasons. 

From a shortlist only one name was 
approved by the prime minister — Seah 








Launching The Singapore Monitor. . . 


Chiang Nee, the foreign editor of The 
Straits Times who had struck Lee as a 
competent and reliable reporter when 
he had accompanied him on a visit to 
China. Seah’s political credentials were 
approved but unfortunately his experi- 
ence outside editing was very limited. 


To back Seah with management ex- 
pertise, Lee asked an old acquaint- 
ance, Sir Denis Hamilton, then chair- 
man of the British Times Newspapers, 
to recommend a suitable candidate. 
Hamilton approached Tom Lennon, an 
experienced Thomsom Newspapers 
manager who had just taken early retire- 
ment, and Lennon agreed to take it on — 
knowing virtually nothing of the political 
realities of Singapore, the personalities 
involved or the local media scene. 
Lennon took up his post as chief exe- 
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date was proposed for later that year. 
From the start there was conflict. Len- 
non was appalled by the lack of under- 
standing of the need ior a printing press 
before even beginning to plan a project. 
Seah was equally taken aback by Len- 
non's assumption of pre-eminence over 
him. The structure of the company was 
that each reported to the chairman of the 
board, rather than one through the other 
— itself a prescription for disaster. 

A struggle for power ensued which 
distracted efforts towards solving the 
real problems — providing plant and 
equipment, recruiting and training 
staff, and organising circulation, adver- 
tising and, possibly most crucial of all, 
distribution. 

Not only did Lennon expect to be in 
charge, he came with a preconceived 
conviction that the best way to break 
into the market was with an evening 
newspaper in competition with the 
Straits Times group's New Nation tab- 
loid. This was completely against the 
course set by Seah and the small group 
of journalists he had assembled, as well 
as against the wishes of the board, espe- 


| merger announced. 


cially of Lien Ying Chow, chairman of 
OUB and of the new newspaper — The 
Singapore Monitor. 

While these arguments were going 
on and progress towards a launch were 
advancing at snail's pace, fate took a 
hand. President Benjamin Sheares died 
in May 1981 and Lee nominated Devan 
Nair, an old PAP and union stalwart 
and MP for the Anson constituency, as 
his successor. This required that a by- 
election be held in Anson to fill the vac- 
ant seat. The secretary-general of the 
opposition Workers’ Party, J. B. 
Jeyaretnam, stood against a lacklustre 
young PAP candidate, Pang Kim Hin, 
and pulled off a stunning victory by 653 
votes. Singapore, for the first time since 
the 1968 election, had an opposition MP 
and the PAP reacted as if it was Ar- 
mageddon. 


FAR EASTERN ECONOMIC REVIEW e 3 JULY 1986 





| cutive on 1 April 1981, and a launch | 











-: 


vule Loos. Adm UN E 
. Reasons had to be found for 
feat other than the PAP's own handling 
of the election. One scapegoat was soon 
found: the press. The press, it was said, 
had not presented the government's 
case as well as it could and, specifically, 
stories about a proposed rise in bus 
fares, which appeared during the cam- 
paign, had been mischievous and 
damaging. Reports had first appeared 
in the Chinese press, then in New Na- 
tion and finally The Straits Times. Each 
was a little different but all, according to 
the government, were inaccurate. 

The actual bus fare rise was smaller 
than in any report and had been ap- 
proved by cabinet before the stories 
were written, the then transport minis- 
ter, Ong Teng Cheong, maintained, 
while accusing the newspapers of “play- 
ing games." 

The reporters involved stuck to their 
version that they had been given the fig- 
ures, off the record but for publication, 
by a reliable source whom they refused 
to name for ethical reasons, having 
given that assurance when receiving the 
information. 

Peter Lim, then The Straits Times 
group editor, stood by his 
staff and accepted their 
word, but the incident, and 
another story involving 
police seizure of Canton- 
ese video tapes — a sensi- 
tive subject in relation to 
the government's language 
policy — raised the whole 
question of the quality and 
loyalty of his newspapers. 

The government press- 
ed the point that it was dis- 
satisfied with the quality of 
the newspapers, while the 
management said that it 
was short of competent 
English-language journal- 
ists to run three quality 
publications — the third 
being the daily Business 
Times. In the end, as a 
means of guaranteeing that 
it was prepared to toe the 
government's line, The Straits Times 
agreed that trusted former civil servant 
S. R. Nathan should become executive 
chairman of the company. 

The last thing which was wanted in 
this situation was the complication of 
The Straits Times facing a challenge 
from the Monitor. It was decided that 
there should be a wholesale reorganisa- 
tion of the rest of the press which would 
avoid competition and not spread the 
very limited numbers of competent 
English-language journalists too thin. 

On 20 April 1982, an announcement 
from the prime minister's office said: 

» The Times group would *lend" the 
Monitor the title of New Nation for one 
year and this newspaper would be con- 
fined to the evening market. 

» The Straits Times would be guaran- 
teed a monopoly in the English-lan- 
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for three years - 
and would be permitted to start an after. 
noon Chinese newspaper. LH 
» Sin Chew and Nanyang, implacable | 
and often bitter enemies, would consoli- | 
date into one holding company eZ 
Singapore News and Publications | 
(SNPL) — though they would continue, | 
for the time being, to produce the two 
morning newspapers as rivals. : 
MT 
B: this arrangement, the statement | 
said, there would be no sudden new - 
demand for English-language journal- | 
ists, as would have been the case if a | 
fourth newspaper had been started. - 
This indicated that there would be some | 
absorption of New Nation staff by the | 
Monitor, but in fact there was none. The 3 
Monitor, locked into a non-profitable - 
evening slot, froze recruitment. At the. - 
same time the Times group took the op- — 
portunity of losing one title to *rational- 
ise" and retrench staff. "- 
By this time Lennon had resigned | 
and left Singapore, while Seah, in frail | 
health because of heart disease, though 
winning the power struggle, ironically | 
was saddled with Lennon's concept of f 
an evening newspaper which nobody | 
but Lennon had wanted. A despirited | 
Monitor team — little knowing what | 
further shocks lay ahead — launched | 
their newspaper on 1 July 1982, under | 
its rival's old title. P 
Its editorial problems were exacer- 
bated by the decision to try to make the | 
newspaper “serious” and thus qualify it - 
for PAP approval and a morning li- | 
cence, cutting it off from the life-blood — 
of evening tabloids — a heavy emphasis | 
on crime, entertainment and sport. — - 
Four months after launch, tl 
Monitor was allowed to use its own title | 
— nobody fully understood why it had 
not been allowed to do so in the first | 
place. But it was caught in a “Catch 22” | 
situation: if it went for higher sales and | 
abandoned its efforts to match The - 
Straits Times as a vehicle of government | 
information, it was unlikely to be al- | 
lowed, after the three year moratorium, | 
to go into the lucrative morning market. | 
But if it stayed on its present course it 
could not even break even on costs. | 
It doggedly kept on with plans fora | 
morning newspaper, turning its Sunday | 
edition into a broadsheet as a first step | 
towards finding a new formula. Again | 
that was a mistake, challenging the mas- 
sive Sunday Times — which quickly re- | 
vamped with a new, bigger newspaper | 
with more colour — instead of holding - 
on to the blue-collar readers it had, who | 
wanted an easy-to-read Sunday tabloid. | 
Under the influence of new chief execu- | 
tive John Orr, formerly of the Asian - 
Wall Street Journal, Americans were | 
hired and the Sunday newspaper model- | 
ied itself to some extent on USA Today | 
— but circulation dropped. AW 
During the early months of 1984, 
both the Straits Times group — which 
by now had acquired the Chinese even- | 


Y 
' 
. Ml 







^ Jt 


— 











i a 





= s 





—— 


M ui 
i p J | 


l 


ee RM 


è S E pito 4A c m p TU 


ing newspaper Shim Min — and the 


| SNPL, which had transmogrified Sin 


Chew and Nanyang into the morning 


— Lianhe Zaobao and the evening Lianhe 


Wanbao, made a lot of noises about 


. gearing up for a real fight, if and when 


the Monitor was allowed to go morning. 

But on 11 July that year, to the total 
surprise of even the very top editors, in- 
cluding Seah and Lim, the two groups 


announced that they had decided to 
- merge into a single conglomerate called 


Singapore Press Holdings and avoid the 
cost of the struggle. 

*Both sides had made known their 
doubts about the cost of a fight. One 
telephone call from high up in govern- 
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merger quoted feared costs of S$20-30 
million (US$9-13.5 million) in a circula- 
tion battle, plus capital spending of more 
than S$50 million on duplicated plant — 
“which would not be in the interests of 
the shareholders, staff or nation." 
While the shareholders might have 
agreed with this, the staff certainly did 
not. The Straits Times staff staged pro- 
test demonstrations outside Times 
House — carefully making sure that non- 
citizens, such as Malaysians, remained 
inside, out of sight of the Internal Secu- 
rity Division officers who quickly ap- 
peared on the scene taking photographs. 


Power to the provinces? 


The Aquino government considers decentralisation of control 


By James Clad in Manila 
common problem pervades the Phi- 
lippines' array of political and eco- 
nomic ills. Whether the issue is com- 


-munist insurgency, Muslim disaffec- 


tion, rural underdevelopment, military 
control, unemployment or a host of 
other issues, when it comes to talking 


about solutions the discussion inevita- 


bly turns to local autonomy — or the 
lack of it. 

Should there be more or less au- 
tonomy now that Marcos is out of the 
picture? In the wake of his extreme cen- 


| tralism, the question is particularly per- 
. tinent. 


On the one hand, many officials sit- 


| ting in President Corazon Aquino's 


cabinet and on the recently formed 
Constitutional Commission (Concom) 
say they prefer “more provincial con- 
trol," or a kind of *regional autonomy." 
Some even speak of local “self-determi- 
nation.” Although confusion shrouds 
the exact meaning of their words, few 
analysts doubt that excessive control 


- from Manila was a key reason why plun- 
dering of the country's resources by 


Marcos “cronies” reached epic propor- 
tions during the previous regime. 

On the other hand, many reasons 
conspire to thwart the decentralist vi- 
sion. Not least are 400 years favouring 
Manila at the expense of the periphery. 
Old habits die hard. Even the military 
revolt in February that brought in 
Aquino’s government proves that “as 
Manila goes, so goes the nation.” Fears 
remain strong that federalism will 
spawn separatism, especially in some 
troubled southern provinces. 

Nonetheless, hopes persist that the 
48 Concom members will present for a 
referendum later this year a basic law 
granting more powers to the Philip- 
pines’ 74 provinces and 60 large towns. 
And more than 100 interim Aquino- 
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appointed governors and mayors — 
known as “officers in charge" (OICs) — 
meeting in Manila for the first time since 
the February revolt have given these 
hopes a big push, with some calling for 
regional parliaments and dramatic new 
revenue-raising powers. 

In doing so, the 116 OICs comman- 
deered a dry, nuts-and-bolts seminar 
from 13-15 June and turned it into a 
noisy forum against entrenched cen- 
tralist habits. They tacked three addi- 
tional days on to their session and 
formed an ad hoc committee, chaired by 
Isabela Governor Melanio Singson, to 
report to Concom. 

Despite Ministry of Local Govern- 
ment efforts to confine the OICs to such 
matters as budgeting or local nutrition 
campaigns, the mostly neophyte OICs 
talked central-local politics behind 
closed doors. Cebu City Mayor John 
Osmena, for example, said the local 
government ministry should be 
abolished, calling it the “same old KBL 
[Kilusang Bagong Lipunan — Marcos’ 
political party] bureaucracy.” Osmena 
told the REVIEW: “The officials running 
this meeting have been running a dic- 
tatorial bureaucracy for 20 years.” 

Yet despite the fuss, most of 
Aquino’s ministers rewarded the OICs 
with indifference. Local Government 
Minister Aquilino Pimentel never ap- 
peared at the meeting, choosing instead 
to deliver a speech in the US. Although 
Aquino opened the conference, with 
few exceptions her other ministers also 
kept their distance. “If I come along,” 
said one while the conference was in ses- 
sion, “they will only complain to me 
about something or other.” 

The OICs’ biggest complaint at the 
meeting turned on the lack of money to 
repair roads, collect rubbish or reward 
job-seekers. “Frankly, not all of you are 
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While hailing the advantages of 
unity, the boards of the two groups also 
paid lip-service to the “benefits expect- 
ed in a competitive situation” — pre- 
sumably a reference to the prime minis- 
ter’s original wish for a rival publica- 
tion. This would continue to be pro- 
vided, the boards said, by allowing each 
newspaper to preserve its own identity 
and to compete for readership. 


n parliament, under questioning by 
Jeyaretnam about his part in the 
merger, Lee said that one director from 
each side had met him at their request 
because they knew he wanted “free and 
open competition” between them. He 


Ongpin: favouring decentralisation. 





honest,” Deputy Local Government 
Minister Ciriaco Alfelor told the OICs. 
Alfelor’s candour underlined a key OIC 
problem — lack of credibility. A mixed 
bunch, the OICs range from three co- 
owners of a prominent Manila nightclub 
to other businessmen, lawyers and 
many members of the old Philippine 
congress Marcos abolished in 1973. 


ut a much bigger problem for the 

OICs stems from their riding into 
office on the coat-tails of the February 
revolt. All but four — Marcos-era men 
who jumped ship in time to serve the 
new administration — were appointed, 
not elected, to their jobs. Displaced 
KBL governors and mayors in April tried 
legally to challenge their dismissal by 
Pimentel, arguing that their election to 
office in January 1980 meant they could 
keep their posts until local elections, 
originally scheduled for June this year, 
but since postponed. “The petitions are 
bereft of legal merit,” Aquino’s newly 
appointed Supreme Court said in a one- 
paragraph judgment of the case. 

Although mostly untested by elec- 
tion, some of the younger OICs want 
elections — and soon. However, a 
straw poll at the OIC conference in- 
dicated that two-thirds of the respon- 
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rights to all the English-language syndi- 
cated material it could, even in excess of 
its needs, as well as by hiring “the best 
or better” journalists. 

Lee said that he had told L. J. Hollo- 
way, then of the Straits Times group, 
and Lee Hee Seng, chairman of the exe- 
cutive committee of SNPL, that he 
wanted fair competition to be allowed, 
and that with the backing of the banks 
the Monitor would never be crushed “as 
sO many other newspapers had been 
crushed in the past.” When they 
realised that under these terms, the 
competition could go on for five or even 


Pimentel: c ge not to attend. 





dents wanted elections next year. 

The Local Government Ministry's 
supervision of this new flock is distinctly 
centralist. Set up in 1972, it simply took 
over from earlier offices the same job — 
controlling local officials. This control 
can be very exacting and heavy-handed: 
a governor in theory needs Manila's 
permission even to come to the capital, 
where he must beg for authority to 
spend small sums of money or hire extra 
employees. Under Aquino’s provi- 
sional "Freedom Constitution" 
(REVIEW, 4 Apr.), a Marcos-era local 
government code approved in February 
1983 still stands. Some OICs grumble 
that Pimentel is continuing the Manila- 
minded bias. 

"Top-down" experiments in devolv- 
ing power and resources similarly have 
not been frequent or effective in Philip- 
pine history. The US colonial govern- 
ment dabbled with the idea for a few 
years, chiefly to better ensure its con- 
trol. The same motivation lay behind 
Marcos' centralisation-in-disguise cam- 
paign of the 1970s, when he fostered vil- 
lage-level development. 

None of these efforts blew more 
than half-heartedly against the prevail- 
ing wind. Even Aquino's provisional 
constitution gives her control of and 
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better than slogging it out, though, he 
added, it made no difference to the gov- 
ernment which they did. 

Although the newspapers were to 
continue independently, the merger im- 
mediately affected the Monitor. While 
it had preserved a reasonable level of 
advertising support as an alternative 
medium, advertisers, already feeling 
the first pinches of recession, found it 
made little sense to divide their English- 
language budgets rather than returning 
to the larger-circulation The Straits 
Times. 

At the same time, staff morale at the 


general supervision over all local gov- 
ernments. 

Moves towards local autonomy will 
have a distinct financial dimension. De- 
scribing himself as "personally i in favour 
of decentralisation,” Finance Minister 
Jaime Ongpin told a press luncheon on 
21 June that a proposal in his just-con- 
cluded package of tax reforms envisages 
giving local authorities 8096 of land-tax 
revenue raised in their localities. Under 
Marcos-era rules, local authorities were 
supposed to receive 20% of revenue 
generated from land tax. A fund for 
local development councils preparing 
annual development plans also exists on 
paper, but in practice OICS claim their 
cupboards are bare. "We are stone 
broke," one participant said. 


Tr Aquino government’s emerging 
rural-development bias also has di- 
rect implications for local authorities. 
Economic Planning Minister Solita 
Monsod has asked regional. develop- 
ment councils — one exists in each of 
the country’s 14 official regions — to 
give her National Economic and Deve- 
lopment Authority their employment 
plans by 30 June. And Trade and Indus- 
try Minister Jose Concepcion has 
nudged people’s economic councils to 
boost factory investment. 

Locally biased development pro- 
grammes in turn could make or break 
the effort to put the 17-year-old NPA in- 
surgency permanently on the defensive. 
Ongpin, on 21 June, described econo- 
mic development as a precondition to 
beating the rebels. Capiz Governor 
Dodoy Villareal went one step further 
several days earlier. “The only solution 
to the insurgency and poverty," he told 
his fellow OICs, “is local autonomy." 

Interestingly, the fashionableness of 
de-centralisation contrasts with quietly 
proceeding plans to centralise the com- 
mand structure of the Armed Forces of 
the Philippines into four or five regional 
commands only. 

Despite all the decentralisation talk, 
the Philippines may be government-rid- 
den. When Marcos became president in 
1965, the number of provinces stood at 
54. He left behind 74 — almost a 30% 
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had survived despite poor lea har 
and overwhelming odds. Now that they 
had ceased to be in real competit mm 
all seemed a bit pointless. A 
Despite the pledge of continue d: 
competition at the time of the merger, | 
on 11 July 1985 came the announce- 
ment that the newspaper was to dd 
having exhausted its S$20 mili 1 
budget and owing S$6 million to its 
parent company, SNPL. | 
The short and unhappy life of the 
Singapore Monitor ended three yea s 
and 14 days after its birth. 
— Michael N 
























increase — to reward the faithful or - 
whittle away at opponents’ power 1 
bases. And while Concom member Wil- 
fredo Villacorta and other constitu: 
tional analysts have described new pro- 
vinces as resulting from the gerryman- 
dering policies of the old elite, no in- 
terim governor seemed attracted to P 
cost-cutting amalgamation of pro- 
vinces, despite their territories’ progres- 
sive diminution. T 

The local-authority problem is gro 
ing as foreign missions and Aquino ad- 
visers agree on the growing importance 
of holding local elections soon — no 
matter what the financial drain — to - 
confer legitimacy and settle often highly — 
fluid local situations. And, meanwhile, | 
the Concom mulls over many drafts of a | 
future basic law. "n 

One of the more important ond 
comes from a key University of the E 
Philippines lawyers’ group. It conte ns | 
a reference to "regional governments zh 
provinces, cities, municipalities and 
barrios" as the projected units of loca 
government. It offers draft rights - 
"self-government consistent with the 
national sovereignty." m 

However, genuine devolution of | 
power may face an uphill battle. Senior 
Local Government Ministry official 
Gaudioso Sosmena asserts that “cen: 
tralism is the dominant theme . . . ina 
nine distinct eras in Philippine history." "n 
All three constitutions since 1935, he | 
said, "did not gamble the future of | 
Philippine independence by espousing | 
local autonomy. " 

Will the Concom overturn the tradidi 
tions of more than 400 years in which 
Manila relentlessly has accumulated - 
power? Nearly all officials interviewed, 
including a heavy majority of OICs, | 
think the Concom and the government 
will be slow in accepting real devolu- 
tion. 

Disturbingly for most Filipinos, 
genuine de-centralisation of power nor- - 
mally has only followed the breakdown | 
of social order — such as during the 
Philippine-American or the anti-Japan- - 
ese wars. And that is the reason why, to © 
some minds at least, decentralisation | 
sounds suspiciously like anarchy. 
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PAKISTAN 


A new force is born 


The former speaker now leads the parliamentary opposition 


By Husain Haqqani in Islamabad 


wenty independent members of 

Pakistan's national assembly have 
formally organised an opposition group 
within parliament with former speaker 
Fakhar Imam as its leader. It marks the 
end of the virtual domination of parlia- 
ment by the ruling Pakistan Muslim 
League (PML), which had faced only 
scattered criticism inside the house. 

Soon after the agreement to unite, 
opposition MPs applied for separate 
seats in the national assembly and put in 
their claim for all the facilities provided 
for the opposition in the assembly's 
rules. Until now all non-PML MPs were 
considered independents — the status 
to which the entire house had been 
elected in February 1985's non-party 
general election. 

Imam’s election as opposition leader 
poses a significant challenge to Prime 
Minister Mohammad Khan Junejo and 


— his party. After his removal as speaker 


through a PML-sponsored vote of no- 
confidence, Imam has gained the re- 
spect of a broad section of opinion. He 
has been contacted by Benazir Bhutto, 
leader of the Pakistan People's Party 
and other oppositionists outside parlia- 
ment with offers of cooperation. 

Imam could serve as a link between 
the rejectionist opposition, which boy- 
cotted last year's polls and other critics 
of President Zia-ul Haq and Junejo who 
have accepted the election results. While 
both Bhutto and Imam have acknow- 
ledged their recent contacts, neither ap- 
pears in a hurry to forge an alliance. 

Bhutto's objective continues to be to 
secure mid-term elections later this year 
and she would like support inside the 
house for her demand. Imam, on the 
other hand, is cautious about the de- 
mand for early elections. Instead of sup- 
porting Bhutto's mass campaign the 
parliamentary opposition might prefer 
to keep up the pressure on the ruling 
party in the assembly, proving the effec- 
tiveness of dissent within the system be- 
fore forcing fresh polls. 

Imam and his group could acquire 
greater importance if the government 


. tries to clamp down on Bhutto or if her 


plans for countrywide demonstrations 
on 5 July — the ninth anniversary of 
Zia's assumption of power — are less 
impressive than expected. 

Mostzcritics of the government react- 


- ed favourably to the formation of a for- 


| mal parliamentary opposition. Islama- 


bad's independent English-language 
daily The Muslim commented that it 
marked the politicisation of a previously 
non-party parliament and “should make 
the government more responsive and 
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representative institutions more credi- 
ble." The newspaper endorsed demands 
for fresh polls, arguing: “Since [parlia- 
ment] now has parties within its fold, 
there seems to be no justification for de- 
nying the parties outside a share in par- 
liamentary representation." 

Junejo and his cabinet colleagues 
were far from enthusiastic about ex- 
tending recognition to the new par- 
liamentary group though Minister for 
Justice and Parliamentary Affairs Iqbal 
Ahmed Khan welcomed its creation. 
Imam's PML successor as speaker, 
Hamid Nasir Chattha, is apparently tak- 





ing his time in accepting the opposi- 
tion's request for separate benches in 
the house. 


U nder the rules, the recognised op- 
position would have representation 
on all parliamentary committees besides 
getting facilities like an office in the par- 
liament building. The opposition will 
also be able to nominate participants in 
parliamentary debates, undercutting 
the speaker's discretion in allowing 
heterogeneous independents to address 
the house. 

The request for recognition by 
Imam's group was followed by another 
application for separate seats by the na- 
tional assembly's 17 Islamists, including 
10 members of the orthodox Jamaat-e- 
Islami. The Islamists said they would act 
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as the house's conscience instead of 


forming part of the treasury or the op- 
position, but Imam's colleagues were 
confident of accommodation with the 
group inside parliament. 

Imam's election as opposition leader 
was cited by officials as confirmation of 
their doubts about his impartiality, 
which led to his removal from the 
speaker's position last month. Iqbal 
Ahmed Khan also sought vindication of 
his stand against the former speaker 
from a ruling by the Lahore High Court 
on a petition seeking Junejo's disqualifi- 
cation as an MP. 

The petition, on grounds that the 
prime minister formed the PML before 
its registration and therefore broke the 
law on political parties, had been filed 
by an independent MP now in Imam's 
group. The former speaker's decision to 
refer a similar disqualification applica- 
tion to the election commission had 
been the immediate cause of the no- 
confidence motion against him. 

According to the Lahore High 
Court, Junejo did not act illegally in 
forming his party before registration as 
long as an application for registration 
was made within one month of the 
party's creation. The judges also held 
that the PML chief was not subject to 
disqualification from membership of 
parliament “at any point of time,” 
thereby implicitly rejecting Zia’s asser- 
tion that he had bailed Junejo out of the 
disqualification crisis by issuing a presi- 
dential ordinance. 

Zia’s remarks about bailing out the 
prime minister, made in an interview 
with the REVIEW (19 June) were widely 
repeated in the Pakistani press. PML 
leaders expressed displeasure over the 
remarks, though Junejo himself was re- 
strained, saying only: “Things are very 
clear. The decision of the High Court and 
the election commission are before us.” 

The opposition intends to appeal the 
High Court decision in the Supreme 
Court. Imam refused to comment on 
the court’s judgment but said he had 
acted under his constitutional obliga- 
tion as speaker. 

Although the justice minister re- 
gained personal prestige lost during the 
debate over Imam’s removal, the High 
Court ruling did little to revive the gov- 
ernment’s image as a whole. Zia’s com- 
ments about the fragility of the govern- 
ment were also damaging, though offi- 
cials are now trying to explain away the 
implicit reassertion of his authority. 

The government is currently under 
fire for a deteriorating law-and-order 
situation, especially in Sindh, and its in- 
ability to deal with terrorism in North- 
West Frontier Province. Junejo, how- 
ever, maintains he is scoring points with 
the public for providing the atmosphere 
for free expression of dissent. A major 
test of this claim will come when Bhutto 
starts her second round of public dem- 
onstrations in July, which could revive 
confrontational politics. 
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Rolling Stock 


€ passenger coaches 
covered and open freight cars 
tank cars, tipper cars and flat cars 
special cars for various load 
transportation 
diesel hydraulic, diesel electric and 
electric locomotives 
train sets and suburban/interurban 
electric trains 
tramcars and metro cars 
workshops for cars and locomotives 
repair and maintenance 





Construction Equipment 


e hydraulic excavators on tyres and 
crawlers 
€ earth works multifunctionai machine 
è ditch digging and draining machine 
concrete mixers, granulators and 
concrete plants 
motor graders, motor scrapers and 
front loaders 
truck-mounted cranes and tower 
cranes 
universal telescopic platforms 
spare parts and faultless service 
during and after the guarantee 
_ period 
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Specialised Foreign Trade Company 
79522 BUCHAREST — ROMANIA 
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| to Asian neighbours 


By Susumu Awanohara in Tokyo 


ubeki koto o iu — saying what needs 

to be said — is a frequently used 
phrase in recent Japanese writings on 
the country’s relationship with the rest 
of the world. Underlying it is the gen- 
eral feeling that the country has concen- 
trated for too long on receiving informa- 
tion from the world and not transmitting 
it outwards. Another underlying argu- 
ment is that Japan should stop submit- 
ting itself to foreign criticisms which are 
based on prejudice and animosity. 
Given their considerable and growing 
economic influence, particularly in 
Asia, it is a good thing on balance that 
the Japanese are being compelled to ex- 
plain themselves to the world — and to 
themselves. But some Japanese re- 
sponses are as disturbing as the most 
venomous foreign criticisms. 

Publishers of Keitaro Hasegawa's 
Sayonara Asia, first printed in April, 
boost the book as one which indeed says 
what needed to be said. The blurb ap- 

eals for Japan's “splendid isolation” 
from Asia. *Japan has been part of Asia 
and the Japanese one of the Asian peo- 
ples; no longer,” it declares. “Japan is 
like an ultra-modern skyscraper tower- 
ing alone above a vast garbage dump 
that is Asia. Freedom is enjoyed inside 
the skyscraper but there is neither 
wealth nor freedom down below. The 
40-year post-war period has cut Japan 
off from Asia and the gap between 
Japan and Asian countries except South 
Korea will continue to widen." 

Replete with sweeping and unsup- 
ported pronouncements as well as non- 
sequiturs and contradictions, Sayonara 
Asia is not a serious book. But 
Hasegawa, aged 60, is one of those Ja- 
panese writers who churn out book after 
book for evidently eager publishers and 
readers. He is a skilful writer and clearly 
has more influence on business and poli- 
tical circles than most of Japan's East 
Asian specialists. 

Hasegawa tries to lend authority to 
his book by presenting, simply and 
starkly, laymen's versions of current 
theories on Asia. These are combined 
with gut feelings which might appeal to 
Japanese who wield power and crave 
approval. His theme is that Japan has 
achieved a free and prosperous society 
marked by unparalleled egalitarianism 
and low crime rates, while other Asian 
countries stagnated by wasting their 
energies on internal strife. The gap be- 
tween Japan and the rest of Asia has 
grown and will widen further, with 
Japan becoming less interested in Asia 





while Asia looks at Japan with increas- 
ing jealousy. 

Itis stressed that Japan is not respon- 
sible for the gap and should not try to 
narrow it. Japan could not have 
achieved its post-war technological 
breakthroughs had it continued to live 
off the fat of its Asian backyard instead 
of competing in the wider world, nor 
should it dilute its future accomplish- 
ments by making special commitments 
to its neighbours. 

South Korea, which, after Japan, is 
farthest advanced in industrialisation 
and according to Hasegawa, in political 
development as well, is the only country 
with which Japan can establish a mutu- 
ally beneficial relationship. (In praising 
South Korea he points out that the ef- 
fective social infrastructure there — 
roads, railways, communications — and 
technical terms used by South Koreans 
even today are legacies of Japanese 
rule, but unlike some of his colleagues, 
he manages to stop short of justifying 
that hie 

Japan should exert its influence to 
prevent armed conflict on the Korean 
peninsula, speed up assimilation of Ko- 
reans living in Japan and encourage 
continued political reforms in South 
Korea. Hasegawa sees little hope for 
other countries in the region, including 
Australia and New Zealand. 

Economic aid is still necessary gen- 
erally, according to Hasegawa, to pre- 
vent governments of developing coun- 
tries from collapsing and thus threaten- 
ing world peace, and more specifically 
to ensure that the Straits of Malacca re- 
mains open for Japanese shipping. Al- 
though necessary, it is nevertheless un- 
pleasant to provide aid to Asian na- 
tions, which demand it as a natural right 
and receive it not with gratitude but 
with suspicion and hostility, particularly 
when their governments are no longer 
popular. 

Hasegawa goes on to advocate 
that Japan should withdraw private 
investment from most Asian coun- 
tries and challenge them to change 
their ways. Japanese investors should 
insist on the profit motive in taking 
decisions, refusing to be influenced 
by extraneous considerations such as 
war debt or basic need. If investors 
heed Hasegawa's advice and redirect 
all their capital to developed coun- 
tries, there will be no danger of 
Japan reviving the dream of a Greater 
East Asia Co-Prosperity Sphere, in 
case anyone is worried. In fact, Asia 


Imported timber: post-war ‘liberation.’ 
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should be concerned about losing Japan. 
Hasegawa's approach appears his- 
torical, but is quite the opposite. He 
selects his data to make history match 
the current smug self-image of the Ja- 
panese. For example, the idea that 
Japan achieved its post-war economic 
miracle by going global needs the qual- 
ification that the Asian region remained 
a major partner. Also he might have 
mentioned the Korean War which en- 
abled the Japanese economy to bounce 
back and the Vietnam War which 
helped put it into high gear. His pes- 
simism about all Asian countries except 
South Korea and Japan is also based on 
a biased choice of data, exaggerating 
the negative and ignoring the positive. 
Consciously or otherwise, Hasegawa 
argues in effect that the option chosen 
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by or forced on Japan at each juncture 
of post-war history happened to be the 
best one conceivable. Thus the loss of 
colonies in 1945 was a boon to Japan, it 
is explained, for they had been a great 
burden on destitute pre-war Japan and 
their loss meant “liberation.” 


ip service is paid to the need to re- 

member the suffering Japan in- 
flicted on its Asian neighbours but 
Hasegawa hastens to observe that 
Chinese “vindictiveness” about the war 
— supposedly implying a lack of under- 
standing of the modern legal concept of 
statute of limitations, exculpating the 
perpetrator from blame after a certain 
period — reflects and reinforces their 
backwardness. A nation which does not 
understand this legal concept cannot be- 
come modern, Hasegawa insists, since it 
will keep blaming others instead of itself 
for its backwardness. 

(In contrast to the Chinese, and the 
Germans, the Japanese constitute a 
“gentle nation” which did not have the 
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for its suffering, be they its own wartime 
leaders or the Soviets who entered the 
war at the last minute despite a non-ag- 
gression pact. Thus Hasegawa makes a 
virtue out of what some Japanese see as 
their failure to face up sufficiently to the 
past.) 

Hence it does not help China, and 
other Asian countries, if Japan forever 
treats them with guilt and kid gloves. 
What is needed instead is a firm attitude 
on the part of the Japanese, rejecting 
sentimentality and remaining honoura- 
bly isolated — an attitude which, ac- 
cording to Hasegawa, needs a strong 
spirit to support it. 

If Hasegawa's book represents the 
most obnoxious end of the new Japan- 
ese attempt at straight talking, a more 
positive — and typical — example is 
found in a just-completed series of arti- 
cles by Koji Matsumoto, a former 
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unequal relationship, while in fact the 
Japanese can be said to be the subcon- 
tractors, at least in the sense that they 
often provide industrial raw materials 
for further processing. 

Despite the trenchant criticism of the 
trade imbalance, neither South Korean 
companies nor workers are suffering. 
This is in sharp contrast to the US and 
European cases, where the influx of Ja- 
panese consumer goods have resulted in 
bankruptcies and | unemployment. 
South Koreans often imitate US criti- 
cism of Japan and suggest they should 
cooperate with Americans against 
Japan, when in Matsumoto's opinion 
they should be resisting US protec- 
tionism. 


atsumoto goes on to reject the 
South Korean idea that the coun- 
try's “cumulative” trade deficit (a con- 
cept of dubious analytical value, accord- 
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senior trade official at the Japanese Em- 
bassy in Seoul, appearing in seven con- 
secutive issues of Gendai Korea, a 
monthly specialising in Korean affairs 
with a strong leaning towards the South. 

Supplemented by related source 
materials from South Korea, Mat- 
sumoto's articles address what he says 
are typical South Korean misun- 
derstandings about their economic rela- 
tions with Japan. Obviously much 
younger than Hasegawa, Matsumoto is 
blunt but earnest, and his approach is 
technocratic, devoid of guilt, nostalgia 
or condescension. 

Matsumoto argues that much of 
South Korea's criticism about its large 
and chronic trade deficit with Japan 
simply does not make sense. True, the 
country has imported machinery and in- 
termediate goods from Japan, but this 
was in order to manufacture its dramat- 
ically successful exports, which now 
threaten Japanese market shares 
everywhere in the world, he says. South 
Koreans complain endlessly about an 
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ing to him) with Japan since normalisa- 
tion of relations in 1965, reaching 
US$30 billion, is more or less directly 
linked to its current medium- and long- 
term external debt of roughly the same 
amount and that this somehow proves 
Japanese culpability. He points out that 
over 50% of South Korean technical 
agreements are with Japan, yet the Ja- 
panese are excoriated for being stingy 
with technology transfer. Moreover, 
they are chastised for only offering 
mediocre technology and worsening the 
trade imbalance by selling technology 
which needs Japanese inputs. 
Matsumoto is aware of the view that 
Japan should be prepared to live with 
some irrational criticism in atonement 
for history, and should refrain from 
fighting back with cold economic logic. 
This he rejects. He recalls a period, 
soon after the Japanese in Seoul de- 
cided on a straight-talking strategy, 
when the South Koreans reacted 
strongly to the Japanese use of logic, 
saying it was an instrument of the pow- 
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erful to c sparage the weak. But since 
then, claims Matsumoto, citing several. 
examples, many South Koreans have 
come to accept that economic problems 
should be dealt with as such and not as 
moral issues. » 

He has faith — perhaps too much 
faith — in the efficacy of blunt talk. He 
concludes his series saying that the Ja- 
panese Government should now say 
what needs to be said in political and 
cultural as well as economic areas. 

But do the Japanese really know 
what they want to say, even economi- 
cally? A well-known Asian specialist at 
Tsukuba University, Toshio Watanabe, 
deals with this question in the first 
(spring 1986) issue of the internationally 
and academically oriented Economics 
Today. He offers a sophisticated 
analysis which could serve as an anti- 
dote to the spurious theorising of other 
Japanese commentators on the subject. 
First of all, Watanabe surprised readers 
by his uncharacteristic impatience at 
"unreasonable" Asian criticisms of 
Japan. He is equally critical of the Ja- 
panese press for uncritically amplifying 
these and of Tokyo for failing to rebut 
them. 

He makes the case that capital for- 
mation through the imports of “invest- 
ment goods" (machinery and other pro- 
ductive facilities) — practically the only 
alternative open to East Asian countries 
— can result in increased productivity 
and export competitiveness, which in 
turn enables further imports of invest- 
ment goods and hence further capital 
formation. This path to growth, fol- 
lowed by the Asian newly industrialised 
countries and Asean, is a viable one and 
despite fears of perpetual trade imbal- 
ance, the ratio between exports to 
Japan and imports from Japan is rising 
rapidly for most East Asian countries. 

Watanabe feels that Japan must 
break down its "full-set" industrial 
structure and establish intra-industry di- 
vision of labour with East Asian coun- 
tries. In other words, Japan should farm 
out production of parts and components 
within say, the car or computer indus- 
try, instead of manufacturing every- 
thing every step of the way. Although 
industrial division of labour between 
Japan and other East Asian countries. 
cannot easily reach levels seen in West- 
ern Europe or between US and Canada, 
in fact it is progressing rapidly and will 
be further accelerated by the strong 
yen, Watanabe says. 

One reason there is so much illogical 
criticism of Japan is that the Japanese 
have never made up their minds about. 
— let alone clearly explained — what 
they will do with their vast economy and 
its enormous presence in East Asia. 
Only when the Japanese decide what 
sort of relationship they want with the 
rest of Asia and how to go about form- 
ing it, can a reasonable balance be re- 
stored to the continuing debate on 
Japan and Asia. 
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Selling revolution is 
a lucrative enterprise 


By James Clad in Manila 


A major participant in the February 
revolt in Manila was candid about 
how much she owed to the media (“even 
my job”). “You became part of the 
story,” President Corazon Aquino told 
assembled journalists during the 
launching of a picture book on the 
legendary events. 

But more than just broadcasters and 
reporters have become part of the Feb- 
ruary “revolution.” Ever since Fer- 
dinand Marcos hurried out, a media 
army of a different kind have rushed to 
commandeer the imagery and the idioms 
of February: ad-makers, jingle-jousters 
and multinational image polishers. 

Free-riding on what it variously de- 
scribes as a people’s “celebration” or 
even a “miracle,” the public relations 
industry-has seized on the mood propel- 
ling Aquino into her predecessor’s 
palace. And companies hawking shoes, 
carbonated drinks, hamburgers and 
even refrigerators have jumped on 
board the revolutionary bandwagon 
with astonishing speed. 

The commercialisation of Aquino 
herself starts with the sale of dolls that 
look like the new president. Well, al- 
most. Some figurines seem more like a 
bespectacled Raggedy Ann, while one 
locally made Barbie Doll (with blushing 
cheeks and bouncey ringlets) has been 
“brunnetted” and fitted with glasses. 

For grown-ups there are the scores of 
differently styled T-shirts, dyed yellow 
and emblazoned with self-congratulat- 
ory (“Long Live the Filipino”) or daffy 
(“Stop a Tank — Hire a Filipino”) slo- 
gans. Most carry the ubiquitous cap- 
tion, “People Power.” Hawkers do a 
brisk trade on footpaths near 
Malacanang or at rallies where, as on 12 
June (Independence Day), the enorm- 
ous goodwill towards the new regime 
still pours out. 

Although local entrepreneurs make 
low-cost dolls, T-shirts, car-stickers and 
hats, multinational firms and franchise- 
holders quickly sensed that there was 
more money to be made. By March the 
McDonalds hamburger chain had of- 
fered a new drink, urging customers to 
sample “the great taste of freedom!” In 
May, Pepsi Cola and others sponsored a 
“Reunion of Edsa Heroes” (referring to 
the dramatic confrontation on this 
boulevard on 22 February). They also 
found a moment to praise their pro- 
duct's *revolutionary taste." 

McDonalds' fine sensitivity appears 
elsewhere in Manila, in a huge red ad- 
vertisement dominating the south view 
from Rizal Park and in well sign-posted 
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patronage of post-revolutionary exhor- 
tations now written on the sides of 
pedestrian bridges. (Marlboro also 
sponsors these messages, such as “Long 
Live Freedom," or “Let’s Get to 
Work.") 

PR men also lost little time in placing 
well-produced ^ advertisements to 
suggest that the New Philippines wants 
visitors to come and share the excite- 
ment of the New Beginning. A foreign 
gentleman relaxes on the balcony of his 





Aquino rally: People Power for sale. 


sea-fronted hotel, the sun is setting, a 
Filipina approaches with a drink in hand 
... like a new, “improved” detergent, 
the advertisements suggest, Manila 
waits for you — Better, Brighter. 


lose behind the tourism, travel and 
food industries comes — what else? 
— the entertainers. A stream of direct- 
ors from California is already studying 
plans to make — what else? — a film 
about the February revolution. Mean- 
while, local film-makers are beginning 
to turn out spoofs on the turbulent poli- 
tics of this year. Balimbing (a Filipino 
word for a many-sided fruit but now also 
a by-word for quick switches in political 
loyalty) is playing to packed houses. So 
are others using February themes. 
Much of this seems harmless 
enough. And anyway the first wave of 
commercial free-riding has nearly 
ebbed as People's Power (PP) begins al- 
ready, to some ears, to sound like a 
rather tired mantra. The president her- 
self recently wondered aloud whether 
*Popular Power" might not have a bet- 
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ter ring to it — a PP perhaps better 
tuned to running the country rather 
than to taking it over. Fair enough. 
After the euphoria there are new 
priorities. No more marching about 
town whenever the mood catches you. 
No more factory strikes at the drop of a 
hat. There's work to be done. 

Besides this, PP as originally coined 
has not shaken off the uncomfortable 
hint of popular control in the sense of 
“democratic centralism." Ex-chairman 
of the Communist Party of the Philip- 
pines (CPP) Jose Maria 'Joma' Sison in 
early June startled a Singapore audi- 
ence when he spelled out his view of PP. 
Why not, he said, deputise the CPP's 
armed wing, the New People's Army, as 
part of a People's Power Army? 

Filipinos seems neither surprised nor 
saddened by the commercialisation of 
February. And why should they be? We 
hasten to interpret all social events on a 
massive scale and we often use them, if 
we can, to our own ends. In a gathering 
rush of books, writers and priests are 
putting their own stamp on the “revolu- 
tion” or the “revolt” or the “military re- 
bellion" or *People's Power" or simply 
Marcos' *deposition." The academics 
are not far behind. | 

But beneath the crasser commercial 
moves or the rush to PR print lie other 
issues. “It is as if we are trying to set the 
concrete too quickly," University of the 
Philippines professor Buddy Malay 
said. Some people, of course, have 
ready-made interpretations of the re- 
volt that brought Aquino to power. 
“Now that we've had our February rev- 
olution," Sison dryly told the REVIEW, 
“were waiting for the October one.” 
Every politician is selling his or her ver- 
sion of February. 

Yet there are some who prefer to let 
time leaven still more the bubble of 


. words and images rising up after Feb- 


ruary before letting Sison, the ad agen- 
cies (or anyone in between) set an im- 
primateur on what it all means. If the 
PR or political ooze hardens too rapidly 
over events of barely four months ago, 
the resulting patina may not stand the 
wear for long. 

If concrete sets too quickly, struc- 
tural problems follow. Sometimes they 
run very deep, as Imelda Marcos' con- 
tractors discovered several years ago in 
their haste to complete an extravagant 
Film Centre on time for the former first 
lady. Rather than let the timetable slip 
they left the bodies of labourers killed in 
scaffold mishaps in the rapidly congeal- 
ing concrete. 

It was, literally, a killing schedule. 
And there the remains of those workers 
remain, irretrievably stuck in a building 
of profligate vanity that is itself slowly 
sinking as the reclaimed land on which it 
is built settles into Manila Bay. “They 
wanted instant results, instant impres- 
sions," a media friend comments. He 
lived through all the Marcos years, and 
he should know. 
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The Far East Is Lufthansas 
Fastest Growing Market 


EE Frankfurt: Lufthansa’s fastest growing passenger ser- 
| vice business is now the traffic between Frankfurt and 
| the Far East, the management of the West German air- 

line recently reported to its supervisory board. 

The airline said its Far East passenger traffic was up 

T 10.9% to 140,600 passengers in the first quartet of this 
year after rising 3.5% to 556,100 last year. Regional cargo tonnage 
was up 15.1% in the first quarter to 21,838 tons after à 13.9% rise 
to 81,523 tons last year. 

In its April report to the supervisory board, management said it 
was expanding its total passenger service this year by 1295 with the 
emphasis focused on the growing North Atlantic and Far East busi- 
ness. Service for other markets like South Africa, South America 
and the Near East will be consolidated or held at 1985 levels be- 
cause of weak or stagnating business, management said. 

Starting in June, Lufthansa will offer a new Frankfurt-Munich- 
Karachi-Tokyo connection. Two new non-stop Frankfurt-Hong 
Kong flights with the Boeing 747 were added to the schedule at the 
beginning of May for a total of five flights a week on this popular 
route. Lufthansa also boosted the frequency of its Frankfurt-Pe- 
king service from twice to three times a week and the thrice-weekly 
Frankfurt-Bombay-Singapore-Jakarta flights were upgraded from 
DC-10 to 747. | 

The West German airline this summer will also fly four times a 
week to Delhi and once to Seoul from Frankfurt. Other options in- 
clude Frankfurt to Hong Kong via either Bangkok or Bombay and 
a new Frankfurt-Munich-Bangkok-Hong Kong connection. 

Although the Far East is becoming a popular West German 
tourist destination, the airline said it was promoting these routes 
mainly because of the surge in business traffic that has come with 
the phenomenal economic growth in the Asian Pacific region. 

Frankfurt Airport, the busiest in continental Europe and the 
focal point for West Germany's international air traffic, is always a 
big beneficiary of any Lufthansa expansion. 

The giant airport has its own consulting group, AIRCONSULT. 
that has participated in more than 70 projects in 24 countries 
around the world. AIRCONSUL T offers everything from feasibility 
studies to the planning of an airport, construction supervision and 
subsequent airport management. Freight handling and marketing 
are increasingly important specialties. 

AIRCONSULT's biggest freight consultancy project was done 
for the Airport Authority of Thailand which built a freight terminal 
at Bangkok that gave that airport enough handling space to make 
it the ideal gateway to Southeast Asian markets. The Thai Govem- 
ment's current five-year plan has assigned air freight a key role in 
stimulating the country's export trade. 
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Thai Airways International rents 70% of the space in the 
new 500-meter by 110-meter Bangkok freight building and 
provides handling services for about 30 other carriers. The rest 
of the space is shared by 11 international companies dealing in air 
freight. 

International Airport Authority of India recently awarded 
AIRCONSULT another big cargo consulting contract dealing 
mainly with Delhi Airport. India wants proposals for reorganizing 
its entire freight facility as well as a ground cargo handling manual 
and recommendations on how to equip and organize a new freight 
handling company. 

Frankfurt Airport's freight management has become proficient 
in the technical and organizational skills of moving the maximum 
cargo for the minimum cost. Combined sea-air methods lend 
themselves ideally to shipping large standard containers from the 
Far East to Europe. Frequent scheduled sea traffic over the Pacific 
and the ample harbors and airports of Vancouver, Seattle, San 
Francisco and Los Angeles provide for this. The longer sea routes 
between the Far East and Europe or the Persian Gulf also call for 
combined transportation because the arriving westbound contain- 
ers can be quickly transshipped to Europe from the airports of 
Sharjah and Dubai. | 

A 2,500 kg, 16 m? container of textiles travelling from Taiwan 
to Frankfurt, for example, would cost US$1,568 by sea and would 
arrive in 30 days. By air freight it would take only three days but 
would cost US$6,375. Combined sea-air transportation would cut. 
the cost 27% to US$4,665 with delivery in 16 days. 

Frankfurt Airport, which thinks of itself as the air freight "gate- 
way to the world,” works in close partnership with shippers, con- 
signees, forwarders and all the other organizations involved with. 
air cargo to keep its competitive edge. ; | 

International Air Freight Days, a professional gathering held in 
Frankfurt every second year, has become a recognized forum for 


the exchange of information in the air cargo business. Freight cus- 


tomers have come to value the airport's Luftfrachtbrief, or Air 
Cargo Letter, Monthly scheduals and cargo information can also — 
be consulted by telephone and an information film called “cargo” ~ 
is made available in severallanguages. ^ < 

August Euler brought aviation to Frankfurt by setting up his - 
pioneering aircraft factory at the old Rebstock aerodrome. In ^. 
1909, Frankfurt hosted an unprecedented international airship 
exhibition that lasted a hundred days. The city became Europës 
most important station for the huge airships of Graf Zeppelin. —..— 

Frankfurt's Rhein-Main Airport opened in 1936 and after the — 
upheavals of World War II, Lufthansa resumed its operations there NM 
in 1955. e$ » 
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Great Leap Forward For 


West German China Trade 


By Frank Roberge 


Bonn: Germany's China trade has had more than its 
share of ups and downs since Siemens blazed the 
commercial trail to the Middle Kingdom with its deliv- 
ery of needle telegraph equipment to Shanghai back 
in 1872. 

Economic upheaval and war in the 1930s and 
1940s gave the coup de grace to the once-flourishing China trade. 
But the “Program of the Four Modernizations” adopted by the Pe- 
king government in December 1978 has opened vast new eastern 
horizons to West German industry. 

An ambitious series of technology and economic cooperation 
accords signed by Bonn and Peking between 1978 and 1983 did 
not hinder the mass cancellations of commercial contracts with 
China in 1980 and 1981 in the aftermath of the second oil shock 
and the international credit crisis. But the outlook since then has 
been decidedly upbeat. 

China has now moved into second place among West Ger- 
many's East Asian markets, well ahead of India and just behind 
Japan. 

"Our quarter of humanity lives here and this country is currently 
engaged in a great effort to modernize its economic structure and 
to significantly improve the standard of living of more than 1 billion 
people," Hans-Jochen Vogel, parliamentary leader of West Ger- 
many's opposition Social Democrats, told an interviewer on his re- 
turn from an official visit to China in April. "We have to pay more 
attention to developments in China. " 

The most recent statistics Show West German industry has al- 
ready gotten the message. 

West German exports to China soared 116.1% in 1985 to 
Dm 6.43 billion from Dm 2.98 billion the previous year, ac- 
cording to West German industry's Hamburg-based East Asian 
Association. The organization cautioned, however, that this 
startling increase was swelled by the delivery of some significant 
new pilot projects and could not be duplicated in the next few 
years. 

China conducts about half of its foreign trade with the western 
industrialized countries and West Germany has in recent years 
been spotted in fourth place in this group, behind the United 
States, Hong Kong and Japan, which dominate the Chinese mar- 
ket for imported goods. 

In terms of total trade volume as well as exports, China ranks 
second only to Japan in East Asia in its importance for West Ger- 
many's industry. But West Germany is running a large trade 
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surplus with China because that country is only the fifth biggest 
source of imports from the Far East. 

West German capital goods remain high on the Chinese shop- 
ping list. Companies like Deutsche Babcock, Krupp and Lurgi 
have established strong business connections. 

Last year Chinese industry placed orders worth Dm 100 million 
with Babcock, for example. This included the licensing of crushing 
mills to process Chinese coal for electricity generating plants and 
the delivery of high-pressure compressors for drilling projects. 

This autumn, Beijing Copper Plant of Peking expects to start 
operating a turnkey factory delivered by Krupp Industrietechnik of 
Essen. This factory, one of three such orders for which China will 
pay Dm 40 million, will be capable of producing 60,000 tons a year 
of copper wire. 

This summer Krupp will also start work on soy sauce factories at 
two different state farms in Manchuria under a contract worth Dm 
14 million. Krupp, which is also filling Chinese orders for plastic 
packaging machinery, industrial cranes and rubber extrusion 
plants, has opened offices in Canton and Shanghai to support its 
existing Peking-based operation. 

BASF last year received Dm 60 million in orders for chemical 
plants at Nanjing in Jiangsu Province and in Zibo in Shandong Pro- 
vince. Degussa this February landed a Dm 4 million contract to 
deliver two salt baths for heat treatment of truck crankshafts at a 
Chinese automotive factory. 

At Bayin in Ganzu Province, construction will start this year on a 
big new lead smelter that will use the QSL process developed and 
licensed by Lurgi, the engineering division of Metallgesellschaft. 
Since 1964, Lurgi has participated in 33 plant engineering or re- 
search projects in China, from a petrochemical cracker at Lanzhou 
to an electrostatic precipitator for the flue gases of a pyrite roaster at 
Shanghai. 

Siemens, which burst into the China trade 114 years ago, built 
its Chinese operation into its largest overseas subsidiary by the 
1930s only to start again from scratch in the post-World War Il era. 
After years of stagnation at modest levels, the company's China 
business finally cracked the Dm 100 million level in fiscal 1983-84 
and leaped to Dm 400 million in the last fiscal year. 

[n addition to a Dm 300 million contract for the electrical equip- 
ment for a hot rolling mill at Baoshan, the German company is de- 
livering electrical systems for a Wuhan foundry as well as for chem- 
ical plants, shipyards, coal mines and power plants. It is also train- 
ing Chinese technicians in Germany, licensing its technology and 


mn 


Ld 
— 
d 

| i 
~ r 
ren 


P d 


3 JULY 1986 e FAR EASTERN ECONOMIC REVIEW 


qd» 


JOU TE iI: ehienelene)s : 


n Germany, you should look for 
bank that understands a bit 
ore than just German business. 


You need an interna- than a century we work for 
zional bank that's at home in about 100,000 companies. 
Aermany. A bank that can not We can offer you a profound 
“nly help you with the complex- knowledge of German 
ties of the German market, its business — and 
aws and regulations, but can a bit more. 
also appreciate the implica- 
tions for your international 

usiness. A bank that’s large 
ənough to offer you all the fi- 
nancial services you need, yet 
flexible enough to produce 
etailed solutions to specific 
rational problems. We are 





sermany’s second largest 
“vank, with 1,000 domestic 
oranches, and over eighty of- 
ices worldwide. After being in 
nternational business for more 
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Dresdner r Bank 


Dne of the leading banks in the world. 
Dresdner Bank AG Bank wit 
Head Office: Frankfurt/Main, Fed. Rep. of Germany. EY E i 

nAsia: Beijing, Bombay, Hong Kong, Jakarta, Osaka, Seoul, Singapore, A^ T" zali 
aipei, Tokyo - Dresdner (South East Asia) Ltd., Singapore. ; E pev 
n Australia: Melbourne, Sydney. ~~ hex, 
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BHF-BANK Reports 


1985: BRISK 
AND SUCCESSFUL 


emm Balanced growth in all sectors — 1985 was a particularly successful year for BHF-BANK, 
Germany's Merchant Bank. Achieving sound growth in all major areas of activity, both domestically 
and internationally, the BHF-BANK Group increased business volume to nearly DM 30 billion. 
The Bank raised its balance sheet total by 10.4% to DM 12.7 billion. 


aum Substantial rise in earnings ~ Profitability exceeded the high level attained in 1984. Partial 
operating profit, which excludes earnings from own-account trading in securities and foreign 
exchange, rose by 13.5%. Overall net profit was notably higher. Net interest income advanced 11.2%. 
Fee income grew 19% thanks largely to significant gains in securities trading as well as new issue 
business. 


Shareholders' Equity in DM million Total Dividend Payment in DM million 








saan international business up considerably - BHF-BANK further expanded its international 
market position in 1985, especially in trade-related financings, stock exchange transactions, securities 
trading and international fund-raising operations. Contributing materially to the Bank's excellent 
performance were the New York and Tokyo branches as well as a new branch opened at mid-year 
in Singapore. 


emm Equity base increased ~ The year's results enabled BHF-BANK to raise its dividend from 
DM 10.50 to DM 12.- per share and again strengthen its reserves, The Bank's capital and reserves 
have now reached more than 6.5% of the balance sheet total. Moreover, the Group has increased its 
equity capital to DM 1 billion. Combining a broad range of merchant banking capabilities, a highly 
motivated professional staff, and a strong capital base, BHF-BANK is well positioned for future 
expansion and development. 





A copy ofthe 1985 Annual 
Report is available wpon — ER EX E- BAAN BV. Gems 
request. BERLINER HANDELS- UND FRANKFURTER BANK Merchant Bank 


HEAD OFFICE: Bockenheimer Landstrasse 10, D-6000 Frankfurt am Main 1, Telephone: (O68) 7180, Telex: 411026 (general), aep 718-22 86. 
SINGAPORE BRANCH: 50 us iss Pi # 21-01, Sheli-Tower, Singapore 0104. Tel, 225 25 00, Tx.: 28484 TOKYO BRANCH: Marunouchi Mitsui Bidg., 2-2-2, GEI 
Chiyoda-ku. Tokyo 100, Tel.: 213-1983, Tk: 33373. HONG KONG REPRESENTATIVE OFFICES) Alexandra House 27/t, Central, Hong Kong, Tel: § 23 02 51, Tx. 72 157. 
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supplying equipment for hospitals and the Chinese communica- 
tions network. 

The company in its last annual report singled out China as the 
country in the Asian Pacific region with “unique opportunities for 
us to expand our business." Siemens opened a Peking office in 
1982, followed by one in Shanghai last year and a Canton bureau 
early this year. 

Siemens Chairman Karlheinz Kaske led an industry delegation 
to China two years ago. Chinese Premier Zhao Ziyang toured the 
Siemens research laboratories at Munich-Perlach last year to see 
how the West Germans manufacture advanced integrated circuits. 

The Far East committee of West German industry, after staging 
a German-Chinese cooperation seminar in Munich in March, con- 
cluded that licensing agreements, technology transfers and joint 
venture arrangements with China's industry will be given promi- 
nence during Peking's new five-year plan, 1986-1990. China's 
shift away from foreign orders for big-ticket industrial projects, the 
committee said, is needed in order to improve the country's export 
performance and stem the hemorrhage of foreign currency re- 
serves caused by the country's trade deficit. 

China's exports rose only 5% last year while its overall foreign 
trade volume jumped 30% to US$33.4 billion. This left a trade de- 
ficit of US$7.6 billion and caused China's currency reserves to sink 
to about US$11 billion, the committee said. 


China's buying spree in West Germany obviously contributed 
to the situation. The total value of trade between the two countries 
amounted to nearly Dm 9 billion last year but only about Dm 2.56 
billion of this involved West German imports from China. The 
116% increase in exports posted on the German side compared to 
a mere 5.7% rise in China's deliveries to West Germany. 

The trade imbalance and trade financing must have been high 
on the discussion agenda when West German Finance Minister 
Gerhard Stoltenberg met with China's central bankers in Peking 
during a two-week visit in April. 

China is also making a greater effort to promote its export goods 
in West Germany. 

The Tianjin Fair recently struck a reciprocal deal on exhibitions - 
with the Hamburg Fair and Congress Centre. And the China 
Council for Promotion of International Trade concluded a similar 
arrangement with the Frankfurt Fair organizers in which 
Frankfurt's Chamber of Commerce will assist with Chinese mar- 
keting efforts. 

China recently liberalized its rules on the holding of foreign cur- 
rency accounts by its own citizens in a move that could also attract 
some additional reserve currencies into the country. 

China has chosen Hamburg as the site of its trade centre for all 
of Europe in view of the fact that West Germany has become its 
most important trading partner in Europe. € 





China's Economy After 
Opening Up 


Eu During the past few years the political and economic 
/& scene in the People's Republic of China has changed 
Ww dramatically. This has been especially apparent in the 
duy field of Foreign Trade. The Federal Republic of Ger- 

15 many occupies a position of particular importance 
among China's trading partners. There are some indi- 
cations St the Chinese see certain political and economic advan- 
tages in giving preference to Germany over its neighbours and 
other competitors. 

Here follows an interview with Mr Peter Reimpell, a member of 
the Board of Management of the Bayerische Vereinsbank AG, 
Munich, West Germany. The Bayerische Vereinsbank is the fourth 
largest private bank in the Federal Republic of Germany, with con- 
solidated assets of Dm 132 billion. 

The Bayerische Vereinsbank plays an important role in the 
world of international banking and finance with a widespread net- 
work of Branches and Representatives in all the important interna- 
tional finance centres. In April of this year the bank opened a Rep- 
resentative office in Peking. 





Mr Reimpell, why do the Chinese have such a positive 
image of the Federal Republic of Germany? 

The FRG is China's fourth most important trading partner — 
after Japan, the USA and Hongkong. The friendly relationship be- 
tween the two countries has economic, political and cultural roots. 
The fact that the Federal Republic of Germany is one of the most 
politically liberal states in the EEC and is seen to be somewhat dis- 
tanced from the super-powers may also have some influence. 

The Chinese have been very impressed by the high quality of 
the goods produced, the well developed and numerous middle- 
sized firms and, last but not least, the well established and success- 
ful educational training system of the Federal Republic of Ger- 
many. The other side of the coin, Germany has made a careful 
study of China and the recent reforms. This mutual interest can be 
seen in the numerous delegations from both countries which have 
visited the other, the student and technical exchange programmes, 
and, of course, the expansion of trade. 


Which purposes of the reformers in China are of particular 
importance to Europe? 
The People's Republic of China occupies a particularly interest- 


ing economic position in the world of international trade. Apart 
from anything else, it has 1 billion inhabitants and is clearly an at- 
tractive. market. In addition, it has enormous untapped mineral 
and energy resources which have tremendous potential. 

Now that this country has embarked on a policy of reform, try- 
ing to integrate a free-market economy with the socialist, centrally 
planned economic system, a "window of opportunity" has opened 
for foreign countries in both economic and cultural affairs. Thisis of 
importance for all the European countries — and for the Federal 
Republic of Germany — because a different form of cooperation 
with Chinese partners is now possible. One result of the effort to 
speed up the country's development and to strengthen its global 
position has been a significant rise in the demand for imports. 
China's annual imports rose from US$21 billion to US$43 billion 
between 1983 and 1985. 


What developments have been seen in Sino-German trade 
in the recent past? 

In 1985 German exports to China more than doubled, com- 
pared to the previous year. They rose from US$3 billion to US$6.4 
billion. During the same period many new contracts were signed. 
Germany now has an important share of the Chinese market, 
especially when investment, licensing agreements and coopera- 
tion projects are taken into consideration. At the moment there are 
some. 400 cooperation agreements, ranging from licensing and 
“know-how” transfer agreements to joint-ventures. Since April 
1986 it has also been possible for foreign companies to set up 
wholly-owned subsidiaries. 

The Chinese are mainly interested in licensing agreements 
that will allow them to produce the machinery that is supplied 
for themselves later. The most important problem facing China 
and Germany is the question of Patent protection. In 1985 great 
progress was made in this field. Two important treaties were 
signed: one concerning Patent-protection and the other governing 
the transfer of technology. 


Will the development continue at the same pace? 

We do not expect a spectacular export boom, but rather a con- 
tinuous steady expansion of German-Chinese trade, in which Ger- 
man capital goods will play the major role. The division oflabouris 
less developed, Chinese enterprises often produce up to 70% of 
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German quality in banking: WestLB. 


WestLB is one of the major banks in 
Germany, where dedication to quality 
is almost proverbial. We offer made- 
to-measure loans, bonds and services. 
This amply illustrates our ability 
to provide individual solutions 
tailored to specific needs. Of course, 
sophisticated services depend on 


tangible assets: The vast resources 
of international banking. Plus an 
imaginative and innovative approach 
to financing. 

That, in a nutshell, is WestLB's 
simple yet universal business con- 
cept. You can bank on it wherever you 
do business. 





WestLB 


The Westdeutsche Landesbank. 


WestLB Hong Kong Branch 
BA Tower, 36th Floor 

12, Harcourt Road, Hong Kong 
Telephone: (8525) 842 02 88 








International: 





Landesgirokasse is the arces racional 
bank in the State of Baden-Württemberg 
which is economically one of the strongest 
states in the Federal Republic of Germany. 
With a balance sheet total of 15.6 billion 
Deutsche Mark, a business volume of 17.6 
billion Deutsche Mark, a staff of over 4,000 
and 238 branches LG plays a major role not 
only in the domestic but also in the interna- 
tional business of its mostly medium sized, 
highly export orientated clientele. More than 
160 years of banking history and the result- 
ing traditional ties to all branches of 
industry have made the Landesgirokasse 
an integral part of the state's business 
structure. LG's guarantors are jointly and 
severally the State of Baden-Württemberg 
and the City of Stuttgart. Landesgirokasse — 
a strong banking partner with more than 
160 years of experience. 


For further information please contact our 
Asia experts: 

- Hans-Ulrich Liebert, Senior Vice President 
- Herrmann Witzel, Vice President 


international Division 
Head Office 

P.O. Box 386 

D-7000 Stuttgart 1 
Fed. Rep. of Germany 


Landesgirokasse (CJ 
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the sub-units required for nase cabling their oes Con- 
sequently, the reform has partly been based on the transfer of tech- 
nology from overseas, even though this strategy has brought 
further problems in train. | 


What problems do you foresee for China? 

The high level of imports in 1985 produced a trade deficit of 
US$15 billion with a resulting fall in Chinese foreign currency re- 
serves of about 30%. By the end of 1985 this lack has already be- 
come a restriction for the pace of development. This was because 
the Chinese Government had set a target in 1980 of a four-fold in- 
crease in production for the Agricultural and Industrial sectors by 
the year 2000 with a corresponding rise in the per capita G.N.P. 
from US$300 to US$800. The seventh five-year-plan. (1986- 
1990) has, however, set less ambitious targets in an attempt to 
achieve a steadier rate of development. 


In which case why are the German Banks increasing their 
involvement in China? 

Their activities are linked to the development of the Chinese 
business of their German customers. As a result of our customers' 
increasing Chinese business our financial links with China have in- 
creased, and we are endeavouring to establish a more stable re- 
lationship with the “Middle Kingdom”. Patience and perseverance 
are highly respected virtues in China, as anyone who knows the 
Chinese will tell you. One can only do business with China on a 
long-term basis — this is especially true in the field of finance. 


The Bayerische Vereinsbank, an old-established German 
bank, opened an office in Peking in April 1986. What were 
your reasons for doing this? 

The Bayerische Vereinsbank is as you say an old-established 
concern. It was founded in 1869 and took over the Bayerische 
Staatsbank (founded 1780) in 1971. In the last twenty years it has 
developed into a concern with strong international connections, it 
has branches and representative offices in every important finan- 
cial centre in the world. The B. V. offers its experience, economic 
knowledge and financial expertise to its customers with the aim of 
strengthening economic links and encouraging trade and invest- 
ment. 

The German economy is very strongly export orientated. 
Naturally itis very interested in the involvement in and knowledge 
of the Chinese Market. From the very beginning the Bank has en- 
deavoured to work together with companies producing for and 
trading with the Chinese. We have also cultivated our links with the 
Chinese state Institutions and foreign trading organisations. We 
see our role as providing services to our German customers to sup- 
port their enterprises in China. 


What exactly do these services involve? 

The B. V. offers a rich variety of services to its customers. We 
provide valuable help to our customers through our wide network _ 
of business contacts and partners in Asia. We finance import and 
export deals, provide export credit quarantees and act as financial 
consultants. 

We also play a major role as lead and co-manager in the syndi- 
cation of international credits and the issuing of international loans. 


The main offices of the B. V. in the Far-East are: 


- BAYERISCHE VEREINSBANK AG 
Tokyo Branch 
C.P.O. Box 1379 
Tokyo 100, Japan 


BAYERISCHE VEREINSBANK AG 
Regional Representative Office Hong Kong 
3/F., St. George's Bldg. 

Ice House Street 

Hong Kong 


BAYERISCHE VEREINSBANK AG 
Beijing Representative Office 

dianguo Hotel 

Jianguomenwai Dajie 

Beijing, People’s Republic of China € 
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TA - COMPETENCY IN ALL 
AREAS OF INFORMATION 
TECHNOLOGY. 
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TA belongs to the leading group of 
typewriter suppliers. With around 
30% market share in West Germany 
and about 15% worldwide. This suc- 
cess is based on an extensive pro- 
gram encompassing exacting port- 
able typewriters and professional 
office communication systems that 
meet the highest requirements. 
Ease of use and attractive design set 
standards. Technology is geared to 
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the future. The capability and quality 
offered by TA is complemented by 
its dealers professionally competent 
advice and one of the most qualified 
service networks worldwide. 

TA stands for an extensive program 
of modern office communication. 
Please ask for further information: 


MAE Nee NUE PRA 


Head Office Germany: 

TA TRIUMPH-ADLER AG, Fürther Strafe 212, 

D-8500 Nürnberg 80, Tei. (09 11) 322-0, Telex 6-23295, 
Teietex 9118203 TAtele. 

Australia: Adler Business Machines Pty. Ltd., 

Cnr. Lane Cove and Waterloo Roads, 

North Ryde, NSW 2113 

Hong Kong: Gestetner International Lid., 

G.P.O. Box 3713, Hong Kong 





indonesia: Arori Jaya Business Machines, 
Jin. KH. Zainul Arifin No. 33 B-F, 
(D/H, Jin. Ketapang Raya), Jakarta-Pusat 


Japan: Nippon Typewriter Co. Ltd., 

2-11 Kyobashi 1-chome, Chuo-Ku, Tokyo 104; 
Sankyosha Co Ltd., 6-16 Shibaura 2-chome, 
Minato-Ku, Tokyo 108 

Malaysia: Adler Business Machines, 

108-110 SS Jalan 21/35, 

Damansara Utama, Petaling Jaya/Selangor 
Pakistan: Shabbir Brothers, P.O. Box 109, Rawalpindi; 
Sultan Computers Co., 57, Aiwan-e-Tijaret Road, 
Karachi 2 l 
Philippines: Pacific Office Machines, P.O. Box 318, 
Greenhills Post Office, San Juan, Rizal 

Singapore: 

Adier Business Machines, 2, Alexandra Road « 07-05, 
Delta House, Singapore 0315 

Taiwan: Pan Cathay Co. Ltd., P.O. Box 30564, Taipei 
Thailand: Srinakorn Business Machines Co., 

The 5-Storey SBM Building, G.P.O. Box 1601 


58-58/5 Sukhumvit 63, Ekamai, Sukhumvit Road, 
Bangkok 10110 


TRIUMPH-ADLER 
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BfG:Bank für Gemeinwirtschaft, Aktiengesellschaft, Postfach 1102 22, Theaterplatz 2, 6000 Frankfurt am Main 1 - BfG:Hong Kong, 13/F Fairmont House, 8 Cotton Tree Dr 
Bertholet, B.P. 1123, Luxembourg - BfG:New York, 400 Park Avenue, New York, N.Y. 10022 - BfG:Cayman Islands, c/o BfG:New York 


Talk to a bank 
that is big — 
but not too big! 


With total assets of DM 63.7 billion, 
BfG is one of the big, nation-wide 
banks in the Federal Republic of 
Germany. 





Provisional figures 


Financial year 1985 as at December 31, 1985 








Total assets DM 63.7 billion 
Customers’ deposits DM 29.2 billion 
Loans to customers DM 33.3 billion 
Shareholders’ funds DM 2.0 billion 


Consolidated Balance Sheet Figures/BfG:Group. 


To our customers it probably matters 
even more that we are a bank that 
believes in service - a bank which 
puts quality before quantity. 


Talk to us. The BfG is your 
kind of bank. 


We are at your service wherever you 
need us - at offices in international 
commercial centres, at more than 
250 branches throughout Germany 
and through a network of 5,000 
correspondents around the globe. 

So - if you think service and partner- 
ship are more important than mere 
size - talk to us: your bank. 


BfG:Bank für 
Gemeinwirtschaft 








ong Kong - BfG:Finance Asia Ltd., c/o BfG:Hong Kong - BfG:London, 33, Lombard Street, London EC3V 9BS - BfG:Luxembourg Société Anonyme, 2, rue Jean 


Mak+ fii2nds 
with 
high technology 









The good old days: The modern office: 
Irate boss: "Where's Pilkington!?" Calm boss: "Where's 
Worried secretary: “/ don't know, Sir. Mr. Pilkington, Mary ?" 
He's not in his office” Cool secretary: "He's not 
Angrier boss: "/ don't care! in his office, but lII 
I want him now! The customer's page him. Just a 
waiting for an answer!” moment, please...” 
Forlorn secretary (running down Pilkington: "Pilkington here. . 


corridor): “Yes, sir. l'II see 
what I can do.” 


Nearly as fast as thought transfer 





MINIFON® - made by ANT Tele- immediate action is to be taken a 
communications, West Germany's (customer-specific code). Messages —2——-X- 
largest producer of radio paging can even be sent to the engineer a 
systems. from machinery which has devel- amme 
oped a fault. : - 
MINIFON - a flexible equipment E i Telecommunications 


MINIFON - the versatile form of in- 


family with solutions for almost any grt 
company communication. It's nearly 


situation - opens up new horizons 


in direct person-to-person communi- . 99 fast as thought transfer. ANT Nachrichtentechnik GmbH 
cations. Up to 10,000 handheld ANT Telecommunications - we have GerberstraBe 33, D-7150 Backnang 
pagers for on-site paging, where the technology of the future backed Fed. Rep. of Germany 

each employee can be contacted by our own research and develop- Tel. (7191) 13-0, Telex 7 24 406-0 
directly from any telephone or any ment. And many years of experience 

pager. The inbuilt LCD displays to meet your communications re- Agencies and representatives in 


coded messages indicating what quirements. 75 countries all over the world 
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Hamburg: West Germany's trade with the countries 
of the Southeast Asian region came to about Dm 73.4 
j billion last year with imports from the region topping 
_ German exports by about Dm 10 billion. 
* — LeaveoutJapan, West Germany's leading regional 
*" trading partner, and trade with the developing South- 
east Asian countries is almost in balance with a small surplus on the 
German side. Total trade with the region, including the Dm 28.6 
billion in business with Japan, amounted last year to 7.395 of all 
West Germany's international trade, and exports have been grow- 
ing faster lately than imports. 
West Germany runs a lopsided trade deficit with Japan, which 
last year delivered Dm 20.7 billion worth of goods while buying 
only Dm 7.9 billion. German imports from ten other countries in 
the region exceeded Dm 1 billion apiece. 

Hong Kong, which supplied West Germany with Dm 3.7 billion 
worth of goods last year, led this group, followed by Taiwan, 
= Dm 2.97 billion; South Korea and China, about Dm 2.55 billion 
. apiece; Malaysia, Dm 1.9 billion; and Thailand, Dm 1.5 billion. 
.. The other major deliveries came from India, Singapore, Indonesia 
and the Philippines. 

West German exports were up last year to all of these countries 
except for Indonesia, Malaysia and the Philippines. India, in third 
place after Japan and China, boosted its imports from West Ger- 
many by 28.376 to Dm 3.36 billion in 1985. Singapore bought Dm 

3 oe and Hong Kong almost Dm 2.2 billion worth of German 
o Foods. | 
West Germany buys metals, minerals, raw materials, semi- 
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finished goods, textiles, toys and consumer electronics from the re- 
gion and sells capital goods, engineering services, vehicles and 
technological systems, including weapons. 

The countries of the Asean group — Thailand, Malaysia, Singa- 
pore, Indonesia, Brunei and the Philippines — purchased around 
half a billion D Marks (Dm) worth of weapons from West Germany 
under special export licences between 1975 and 1985. About a 
third of these weapons went to Thailand and a quarter to Malaysia. 
About two-thirds of the weapons deliveries to the Asean countries 
involved ships. 

Despite a brisk bilateral trade, direct investment by West Ger- 
man industry in the fast developing Asean states remains underde- 
veloped, Hamburg s HWWA-Institute for Economic Research in- 
formed the federal Economics Ministry in a special report last au- 
tumn. Direct West German investment in the Asean states came to 
only Dm 1.5 billion by the end of 1983 and two thirds of it went to 
Singapore, HWWA said. Of the rest, over Dm 200 million was in- 
vested in Malaysia. 

While the dominant Japanese have plowed 35% of their over- 
seas investment into the Asean region and the Americans have fol- 
lowed with 15% of theirs, Asean has attracted only 7.5% of West 
Germany's foreign investment. HWWA said this reluctance to in- 
vest overlooks the buying power of the region, which has 290 mil- 
lion people and an economic output roughly equal to that of Bel- 
gium, Luxembourg and the Netherlands combined. | 

The institute also said export-oriented businesses should take 
note of the advantageous labor costs in the Asean lands and that in- 
vestment in the production and processing of oil, gas, palm oil, latex, 


Come to IVA. 


And see to your own business. 
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No matter how you come. Just make 
sure youre there! If you've a con- 
tribution to make to the subject of 
transport... or maybe a solution to 
one of our diverse traffic problems. 
Perhaps you vvant to present or sell 
products, ideas or innovations. If this 
is you, then IVA BB is precisely your 
exhibition. IVA presents the whole 
vvorid of transport and traffic — the 
conveyance of people, goods or in- 
formation. So come along to IVA'B8. 
And take the direct route — don't let 
yourself be detoured! 


IVA opens up new paths. 


Hamburg Messe und Congress GmbH 
Postfach 30 24 80- D-2000 Hamburg 36 
Please send me information on IVA SS. 

My company operates in the following areas: 
o 


Public transport/transit 
€ Route planning, constructure, 
infrastructure 
Rai traffic (fixed guideway systems) 
Private road transport 
(passengers or freight) 
Shipping and ports 
Aeronautics 
Globai communications technology 
Special displays 
National and Federal State joint ventures 


Namoe/Firm:; .. 
Address: 


Country: . 


HAMBURG 
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pepper, tropical lumber and various minerals could be lucrative. 

In terms of legal security and the reliability of government policy 
affecting investment from abroad, the institute said, Singapore of- 
fers the best conditions, while the situation in Indonesia and Thai- 
land is unsatisfactory. Unlike Singapore, Thailand and the Philip- 
pines place stiff restrictions on the transfer of capital and profits 
while Indonesia, Malaysia, Thailand and the Philippines restrict 
foreign participation in business. 

Such investment obstacles are fairly commonplace throughout 
the Asian-Pacific region. The Siemens subsidiary in India, for 
example, has struggled for years with a thicket of rules that restrict 
foreign participation in high-tech communications and electronics 
ventures. And the prevailing economic or political philosophies of 
a few countries like Vietnam, North Korea and Burma have virtu- 
ally stifled foreign trade. 

After a spring visit to Hanoi and Ho Chi Minh City, however, the 
Far East committee of West German industry expressed cautious 
optimism about chances for expanding exports of chemicals, 
machinery, vehicles and plant engineering services. But it said the 
neglected energy and transportation infrastructure of the war-rav- 
aged country as well as the absence of German development help 
and export insurance coverage remained obstacles to trade. 

The committee said Vietnam was trying to reform its economy 
with private initiative and market orientation but that rigid 
bureaucracy was delaying the process. It said the country needed 
deliveries of replacement parts for old German equipment, espe- 
cially in its oil and communications industries. It said Germany 
could absorb Vietnamese exports of coffee, seafood, chemical 
feedstocks and bed springs. 

The German East Asia Society and North Korea also seemed to 
be signaling receptivity to more western imports. 

Direct West German investment in South Korea, estimated at 
around Dm 102 million by the end of 1984, surged ahead by 
another Dm 25 million in the first nine months of 1985, the Ger- 
man Industry Federation said. West German exports to South 
Korea rose 1195 last year to Dm 2 billion while imports climbed 
around 8% to Dm 2.6 billion. 

Tyll Necker, the federation vice president, said at a meeting 
held in connection with the visit of President Chun Doo Hwan to 
West Germany that the development of bilateral trade ties last year 
was very positive, thanks partly to Korea's efforts to liberalize the 
terms of foreign investment. 

Degussa, the Frankfurt pharmaceutical and metals company, 
last autumn opened a Seoul office headed by Hanns Joachim 
Sohn. Last year Degussa also opened offices in Singapore, Taipei 
and Hong Kong. 

West German department store buyers were becoming active 
in Hong Kong again this year after being scared off by the high dol- 
lar in 1984 and 1985. German purchases of such things as textiles, 
costume jewelry, toys and souveniers in Hong Kong last year were 
down 18% to HK$6.98 billion. 

Elsewhere in the region, a consortium of West German com- 
panies will complete work this year on the Dm 570 million Ran- 
denigala hydroelectric dam project in Sri Lanka. The consortium 
includes Dyckerhoff & Widmann, Bilfinger & Berger and Alfred 
Kunz with some heavy equipment being supplied by O&K. 

The biggest hydroelectric installation in Southeast Asia is being 
built at Surat Thani in southern Thailand by Krupp Widia and 
Krupp Industrietechnik. Krupp is also supplying Thailand with 45 
diesel hydraulic locomotives, a cement plant, 11 distillation plants, 
3 mobile stone crushers, centrifuges, steam generators and 
wharves. 

AEG recently landed a Dm 35 million contract to supply electri- 
cal equipment for the expansion of the Hong Kong street car sys- 
tem. Dornier, which made a presentation at the third Asiatic Air 
Transportation Show in Singapore in January, has entered into a 
cooperation agreement with India's Hindustan Aeronautics Ltd. 
Five Dornier aircraft were delivered by the end of March and the 
Indian company will start assembling Dornier 228 light transport 
planes in Kanpur. 

Bayerische Vereinsbank recently handled placement of a 
US$20 million convertible bond for Samsung Electronics Co. Ltd. 
in the first stock-based debt issue ever floated by a South Korean 
firm on the European capital market. 


And Deutsche Bank on May 1 became the first German 
credit institution to open a securities trading affiliate in Tokyo. 
Deutsche Bank Capital Markets Asia Ltd. of Hong Kong obtain- 
ed the Japanese license in cooperation with a Tokyo investment 
bank and Bayer and Siemens each put up a quarter of the capi- 
tal. 

"That German industry isn't better represented in Japan 
is our problem and cannot be explained by trade barriers 
alone," said Arno Mock, chairman of the foreign trade panel 
of the West German Plant Engineering and Machinery Association, 
to a recent seminar in Tokyo on German-Japanese cooperation. 
"The companies that came early and are now successful prove 
it." 

West Germany has become Japan's second leading supplier of 
imported chemicals after the United States and ranks fifth in the 
world as a market for Japan's chemical exports. Japan, according 
to the German chemical industry trade group, imported around 
Dm 1.5 billion worth of German chemical products last year and 
exported Dm 981 million of its own to West Germany. Japan and 
Western Europe each account for 19% of the global market in 
electrical products. 

In machinery trade, Mock said that "in the middle and longer 
term, the German machinery industry cannot survive without the 
Asian market." 9$ 


Deutsche Bank 
Opens Tokyo 
Subsidiary 


By Dr Rolf E. Breuer 


(Deputy Member of the Board of Managing Directors of 
Deutsche Bank AG.) 


NES On May Ist, 1986, when DB Capital Markets (Asia) 
$! Limited started its securities activities in Tokyo, the 

AN Deutsche Bank achieved a preliminary goal in further 

AY expanding in the international investment banking 
S" field. 

. During the 12 months preceding this, despite a 
great drain on the bank’s personnel and organizational resources, 
Deutsche Bank had successfully established investment banking 
operations in both London and Australia. 

Now, with this latest addition in Tokyo, the Bank is fully cover- 
ing all the major international capital markets. This can be seen as 
the natural result of the bank’s policy to follow the ever increasing 
internationalization, institutionalization and securitization of the 
world’s most important credit and capital markets. 

The main reasons for this development are the deregulation of 
several important domestic capital markets, the abolition of tax re- 
strictions (withholding tax), the improvement of inter-market com- 
munications and, last but not least, the increasing crossfertilization 
of commercial and investment banking. 

While competition in Deutsche Bank's home market has inten- 
sified, reflected by the arrival of quite a few foreign investment 
banks in Frankfurt, Deutsche Bank pursues a world-wide strategy 
of integrating international investment banking securities into the 
universal banking concept, a policy which has proved successful in 
the past decades. 

Asia, where Deutsche Bank has been either directly or indirectly 
represented in almost every country of the region for a number of 
years, provides an ideal basis to implement this concept. 

In Japan the bank has maintained a branch for 15 years and 
sub-branches have subsequently been opened in Osaka and the 
intercity area of Shinjuku, as well as a representative office in 
Nagoya. 

The commercial banking network of the Deutsche Bank is com- 
plemented by its 75% participation in the European Asian Bank 
which has branches in 12 countries in the Far East, and also by 
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its 100% subsidiary, Deutsche Bank Asia Credit in Singapore. 

The marketing concept of DB Capital Markets (Asia) Limited 
(DBCMA), therefore, tends towards, or it can almost be said 
integrates itself, into the overall marketing strategy of the Deutsche 
Bank group. For many years Deutsche Bank and its subsidiaries 
have been operating in the area of corporate finance, foreign ex- 
change and money market trading. Relationships of mutual trust 
and appreciation have been established with a large number of 
clients. Such connections will be explored while marketing the ser- 
vices of the new investment banking operation. 

Despite the bank's general overall tendency for decentraliza- 
tion, DBCMA closely cooperates and coordinates with other 
Deutsche Bank investment banking units in New York, London 
and Frankfurt. Although DBCMA itself intends to concentrate on 
wholesale investment banking, it is however supplemented in the 
field of private banking by the offices of European Asian Bank in 
Hong Kong and Singapore. Portfolio Management facilities for pri- 
vate individuals are also offered at European Asian Bank's head- 
quarters in Hamburg and Deutsche Bank Suisse in Geneva and 
Zurich. 

In Tokyo, the objective of DBCMA for placement and trading of 
securities is to service its institu- 
tional clientele in Japan. Clients 
include trust banks, insurance 
companies, Japanese securities 
houses and, last but not least, 
corporate clients. Trading capa- 
cities exist in a large variety of 
investment products, including 
. US treasury bonds & notes, 

Euro-dollar bonds, Dm govern- 
ment and international Dm 
issues and Yen-denominated 
securities. This variety demon- 
strates DBCMA belief that it is 
no longer feasible to concen- 
trate on only one product (e.g. 
US Treasuries) or one currency 
(e.g. US$). For many investors it 
has become apparent after the 
sharp decline of the US$ that 
currency allocation considera- 
tions are of growing importance 
again, whereas in the past nom- 
inal interest rate comparisons 
were often the major determin- 
ing factor for foreign investment 
decisions. 

Previously it was the special- 
ist, advising only on one product 
— namely US treasuries-trading 
in huge size at narrow spreads, 
whose services were much in 
demand. The balancing of views 
and considerations of several 
markets and products, including 
currency analysis and forecasting, quite often did not meet the re- 
quirements of investors. The fact that overwhelming emphasis was 
placed on a single product did not require fundamental analysis 
but rather a trading-orientated and market technical approach. 

However, over the last few months a slight change in the at- 
titudes and behaviour of investors has been perceived, if a some- 
what cautious one. Although the US$ continues to dominate over- 
seas investments from Asia, alternative investments are definitely 
on the increase. Against this new trend it can, of course, be argued 
that no other market except the US treasury bond market is able to 
offer such liquidity and flexibility including the existence of 24- 
hour trading facilities. For the first time in many years investors are 
now undergoing a painful experience with their US$ investments. 
Currently the losses are limited to the foreign exchange side of the 
investments and they are partially offset by capital gains on the 
product itself. However, many of the abstract calculations which 
are often cited to the US$-investor in order to describe the foreign 
exchange loss potential, which is tolerable as a result of the higher 
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nominal interest rate, have lost their persuasive power. Within only 
a few months, a considerable part of the safety margin has been 
lost, if not the whole amount. 

To a different group of US treasury investors, it is also of consi- 
derable importance that the US$ yield curve has flattened substan- 
tially during recent months. As a consequence of weak loan de- 
mand, many banks have decided to build up a substantial securi- 
ties portfolio refinanced by short term funds. There is rising con- 
cern that the meager funding spread might no longer justify the 
substantial price risk on these securities holdings at a time when 
other capital markets such as the Dm sector is offering substantially 
larger spread differentials between short term funds and bond 
yields. At the same time it is worth mentioning that liquidity in such 
alternative markets has markedly improved recently. In considera- 
tion of these developments, DBCMA is offering a wide variety of 
investment products. 

Besides securities trading, DBCMA is providing services for 
both existing and potential borrowers on the German and interna- 
tional capital markets. Through Deutsche Bank a large number of 
Japanese and other Asian borrowers have gained experience and 
have come to appreciate the vast resources that the German capi- 
tal markets have to offer, not 
only for raising funds, but also 
for raising equity capital. These 
activities are conducted in close 
cooperation with a swap group, 
as many of the measures for 
capital raising have a swap re- 
quirement as an essential fea- 
ture. 

DBCMA places special em- 
phasis on the development of a 
Japanese capital market group. 
The objective is to analyze the 
Japanese capital market and in 
particular the Japanese equity 
market. This decision reflects a 
substantial interest of Deutsche 
Bank's existing clients to diver- 
sify and internationalize their in- 
vestment portfolios. Asian mar- 
kets with their exceptionally 
high GNP growth rates are an 
attractive proposition for Euro- 
pean investors when advice is 
supported by reliable research 
and market expertise. 

While some foreign securities 
companies in Japan have made 
use of the recent opportunity to 
gain direct access to the Tokyo 
stock market by acquiring a 
trading seat, DBCMA has delib- 
erately decided against this 
course of action. DBCMA ap- 
preciates and intends to main- 
tain its close and friendly relations with Japanese securities houses. 

The opening of the securities trading operation of DBCMA in 
Tokyo should in no way be seen as affecting the existing operation 
in Hong Kong. Due to the immense size of the Asian market, 
DBCMA decided to split its Far East operations in such a way that 
Tokyo covers the Japanese market while Hong Kong is to be re- 
sponsible for the rest of the Asian region. In this way, client re- 
lationships, especially with the central banks of the region, which 
have been nurtured in the past will therefore not be affected by the 
operations in Tokyo. 

Among others, the immediate plans of DBCMA include the in- 
tention to become a member of the sales consortium for Japanese 
government bonds in autumn of this year. Furthermore, DBCMA 
intends to apply through a subsidiary for an investment advisory li- 
cence. DBCMA is in a strong position to fulfill this potential role in 
view of the over Dm 40 billion in funds currently under the man- 
agement of Deutsche Bank and its portfolio management sub- 
sidiaries. 9 
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West Germany And Asia: Good 
Fortune Working Together 


The Asian Development Bank has painted a sorry pic- 
ture of Asia’s economic performance for last year. 
Across the region exports fell, debt burdens increased 
and growth slowed. 

An overstrong dollar has brought huge trade de- 
ficits and there is an increasing tendency towards trade 
barriers. Although the region’s debt problem today is still far away 
from those of Latin America or Africa, it is nevertheless increasing. 

Slower growth means a slower rise in the standard of living, or 
even a decline. This in turn makes the iniquities of wealth and in- 
come become more apparent. And although the economic success 
of the Asian countries in recent years has brought a new political 
awareness to the middle class, long-term personal rule has certainly 
been a factor in the political stability of many of the countries. 

Keeping in mind that more than half of the world’s population 
lives in this area, in looking at Asia one must clearly differentiate be- 
tween the many nations involved. They differ not only in their po- 
litical systems, but also in history, religion, race, economic deve- 
lopment and standards of living. 

Economically, the Japanese dominate most of the area, which 
they consider their home market. Their laser beaming strategy has 
created problems for the EEC countries and the USA. The export 
and industrialization strategy of South Korea, guided by the gov- 
ernment, has also had its impact on the area. 

The People’s Rep. of China’s open door policy has stimulated 
new growth, while India’s journey away from the dogmas of the 
past is a positive sign. One may hope that the common market of 
the Asean countries shall be established in a shorter period than 
the European common market. 

Germany and German Industry has discovered Asia at a com- 
paratively late stage, as traditionally Germany has been linked to 
the European market and to America. There are always excep- 
tions, however: the contracts in big steel projects during the 60's 
and 70's in the People's Republic of China (Baoshan) or Rourkela 
in India or Krakatau in Indonesia, to name a few. Asian countries 
first became well known as cheap production areas. The free trade 
zones have brought along an inflow of German manufacturing 
plants and joint ventures. 

Looking into the future but not forgetting the past, one should 
aim to include the industrial Asian countries as real partners in the 
world economy and to help the underdeveloped countries to mod- 
ernize their own economies, factories and industries, keeping in 
mind their various ethnic and social traditions and roots. The time 
of big prestige projects is over. 

Germans are favouring a free market policy which is the only 
way to compensate the inbalances in the world. The technical aid 
given by the German Government should be used to help the 
underdeveloped countries to acheive self-sufficiency, assisting in 
the building of infrastructure and industrialisation. But just as other 
Western countries bind their aid directly or indirectly to projects, so 
too should Germany. 

There are many disadvantages for German companies working in 
Asia. In electrical industries, for example, norms and administrative 
regulations often do not fall in line with the standards commonly used 
in Europe or Germany. Likewise, there are problems of applicable 
law in arbitration clauses, and the problem of penalty and risk. 

Other problems exist from various groups within the countries, be 
they family, political or economic, who sometimes do not guaran- 
tee real free competition. On the other side, our Asian partners 
should not forget that German companies follow the EEC-rules, 
strictly adhere to the GATT regulations, and that we have a com- 
mon problem in the price of oil and $ to Dm ratio. Likewise, Ger- 
many has comparatively high price levels and Germany is not offer- 
ing credit facilities as generous as those of many competing countries. 

A main target in the budgets of most of the Asian countries 
should be the expansion of electrical facilities, because in modern 
economic life electricity is the basis of all progress. There are alot of 





possibilities in hydro-electric power and in steam — and gas-gener- 
ation as well as in recycling to conserve fuel from existing power 
plants. A lot of work remains to be done in the field of solar energy 
to provide power to rural areas. The problem of transmission lines 
and grids between the countries also remains to be solved. After 
electricity comes communications. 

In Asia, the need to improve communications facilities refers 
not only to satellites, but also to radio and television networks. In 
many countries, even the basic groundwork of telephone and telex 
systems is still incomplete. Communications serve to bring people 
together, keeping them informed about their neighbours, making 
people aware of the needs of others, and strengthening the under- 
standing between the races. Discussion and understanding reduce 
the risk of crises and wars. 

There are a few typical German characteristics which our busi- 
ness partners should try to understand: 

» Germans have a sense of missionary zeal: an enthusiasm to 
transfer whatever we feel is correct to other peoples, whether in the 
field of science, ideology, or technical expertise and knowhow. 

» Germany is dependent on foreign trade. At least half our work- 
force is employed in the export and foreign trade sectors. 

» We believe in the stability of our German Mark. 

» Germans do not believe in moving into and out of a market sud- 
denly. Once we decide to enter into business relations with a coun- 
try or a customer, or to establish a joint venture, we will stay on, 
and don’t change just to gain short-term advantages in other areas. 
» German people are responsible, sticking to promises and deliv- 
ery dates. 

» It’s traditional to keep customers satisfied by continuing to ser- 
vice a product after it is sold, not just making a sale and leaving the 
product to its fate. 

> Thelabel *Madein Germany "still hasa nice ringtoitin the area. 
» We are prepared to transfer our hightech and our knowhow to 
Asia. Numerous licensing agreements and joint ventures serve as 
evidence of this. 

» And last but not least: Since German companies have to com- 
pete on the world market, high productivity and efficiency must 
offset higher salary scales than our European and Asian com- 
petitors. Germany may lag behind some other countries in some 
fields of advanced technology, but in the use of existing technology 
to support basic industry, Germany is unbeatable. 

So, Germany's strength lies in greater investment in machines 
to enhance productivity, such as robotics. Our common theme is 
the use of technology to the basic industry: not merely hightech but 
applytech. And the amount of money spent by German com- 
panies on research development outdoes all other competitors. 

Germany has numerous training and information programs run 
not only by the government, but also by German companies. In 
the 1930's, many Chinese and Indonesians, as well as Africans, 
studied at German universities. Because of the second World War, 
things changed, and Britain and the USA became the main centers 
for training technical experts from the developing world. Today the 
field is wide open for this picture to be changed again. 

Frankfurt, Dusseldorf, Hamburg and Munchen are as good 
cities as good as New York, London, Paris, or Zurich in which to 
maintain a link with Europe. And Frankfurt Airport is situated very 
conveniently in the centre of Germany. 

What do we expect from Asian business people? Nothing spe- 
cial. Just that they give us the same chances given to our com- 
petitors, helping to improve the already good relations, listening to 
the advice given by experts, and trusting that the Germans are still 
a hard-working people. 

There is an old Chinese proverb which says: "The trip of 
thousand miles always starts with the first step." There is another 
Japanese proverb that says: "Seeing it once with your own eyes is 
better than listening to it second-hand a hundred times.” So let's 
follow the ancients! 9 
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Coffee-table power 


The Quartet of the Tiger Moon by Quijano de Manila. Book Stop Inc. P199 


(US$9.75). 


Nine Letters by Cynthia Baron & Melba Suazo. Gerardo Baron. No price given. 
People Power edited by Monina Mercado. The James Reuter Foundation. P300. 


Bayan Ko! edited by Robin Moyer. Text by Guy Sacerdoti and A. Lin Neumann. 


Project 28 Days Ltd. HK$240 (US$30.75). 


A a time when Filipinos are growing 
increasingly restive over the fact 
that their new president has not 
wrought the instant miracles they ex- 
pected from her, when the disgruntled 
elements of Philippine society are bent 
on creating more problems for their be- 
leaguered nation, and when Corazon 
Aquino herself looks close to being 
overwhelmed by the country's problems 
(she has just expressed a desire to finish 
her term and return to private 
life), a spate of coffee-table 
books commemorating the Feb- 
ruary "revolution" have appear- 
ed. 

The books may be what Fili- 
pinos need at this time to remind 
them of what they fought so hard 
for during those four heady days 
in February because, as a people, 
Filipinos seem to have long 
memories but short attention 
spans. 

Soon after a wave of euphoria 
had swept the country after Fer- 
dinand Marcos' ouster, Filipinos 
returned to their old trivial pur- 
suits. Media people have re- 
verted to their pre—martial-law 
habits of sniping at anything and 
everything (one columnist has 
made it a habit to poke fun at the 
people around Aquino who are 
of Spanish descent — as though 
this matters in a melting-pot 
country like the Philippines); a 
defeated presidential candidate, 
once a respected journalist, has 
been agitating for the establish- 
ment of a separate muslim feder- 
ation; deposed officials of the 
Marcos regime, most of them 
privy to and part of Marcos' web of cor- 
ruption, refuse to acknowledge defeat; 
and the leftists, discredited for having 
boycotted the election, remain recalcit- 
rant and continue to threaten the lives 
of their compatriots. All these are de- 
laying the national recovery this frac- 
tious country so desperately needs. 

Scarcely three months after the wild 
acclaim over Aquino's ascent to the 
presidency, it looks as though the 
Philippines will remain what a leading 
regional politician once termed Asia's 
sick man. To comfort Filipinos in these 
difficult times, the newly released books 
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Nuns in the frontline: ‘desperate bravado. ’ 


should enable them to hark back to the 
time — not so long ago — when the fu- 
ture seemed rosy. 

Each of the four books just pub- 
lished reconstructs the events which gal- 
vanised Filipinos into action and mes- 
merised a watching world. Filipinos like 
to refer to the event as a revolution but 
some cynics call it a grand fiesta, which 
it may well have been — given the fact 
that the uprising had its bizarre mo- 


i 





ments and was mainly carried out by 
Manila's elite and middle class, rein- 
forced by the city's urban masses. (The 
Marcos loyalists who point out that the 
revolt did not involve the entire country 
are right in that only a fraction of the 
population throughout the archipelago 
actively participated in the rebellion. 
But they refuse to admit that most 
Filipinos were in a mood to get rid of the 
over-staying dictator and to install the 
venerated housewife who possesses 
most of the virtues her Catholic coun- 
trymen admire but seldom practise.) 
Quartet of the Tiger, Moon, the first 
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of the four books to appear about the 
uprising, differs from the three others in 
that it has more text than photographs. 
(The title refers to the four-day revolt 
occurring soon after Chinese New 
Year.) It obviously was hastily put to- 
gether: the printing is passable; the 
cover photo, inane; the title, precious; 
the photographs, uninspiring, and the 
captions, pedestrian. But all these 
minuses are redeemed by a splendid 
text by the Philippines’ best-known 
writer, Nick Joaquin, who goes by the 
pen-name of Quijano de Manila. 

` Ironically, in 1979 Joaquin wrote a 
book in fawning prose about the Mar- 
coses which was commissioned by the 
National Media Production Centre, 
Marcos’ propaganda agency. Having 
been bestowed the title of “National 
Artist” by Imelda, Joaquin’s Reportage 
on the Marcoses chronicled the couple’s 
rise to power. 

Seven years later, describing Mar- 
cos’ hasty departure from his for- 
tified palace, Joaquin — perhaps 
indulging his need for catharsis 
— graphically records the fact 
that “in a moment of shock or a 
fit of panic, Marcos has shitted in 
his pants.” He goes on to say that 
". . . One of the last things Mar- 
cos did in the palace was to defile 
it.” With that pronouncement, 
Joaquin nails his yellow colours 
to Cory’s mast. 

Nine Letters, a privately 
printed book by two women writ- 
ten for their children, contains 
photographs superior to those in 
the Joaquin book. In prose over- 
flowing with hubris, the authors 
recount the events leading up to 
the February events and make 
both Aquino and her dead hus- 
band the focal points of the book. 
The nine letters of the title are 
purportedly written by the child- 
ren's relatives and friends, but 
all bear the same precocious 
style. 


M: Filipinos, whose levels 
of consciousness came close 
to being dulled by years of Mar- 
cos’ propaganda, could be ex- 





cused for going to the other extreme and | 


indulging in such excessive displays of 
national pride as that shown by authors 
Cynthia Baron and Melba Suazo when 
they make grand declarations like “The 
Filipino is a special breed of man” and 
“We Filipinos are special people.” Well 
yes, but let's not forget the struggles for 
freedom by many other peoples all over 
the world. 

A third book, People Power, bears 
three grandiose subtitles on its cover; 
the most overweening one being “The 
greatest democracy ever told." Jesuit 
priest James Reuter, a longtime resi- 





















































dent of the Philippines, was the 
moving spirit behind the book's 
publication. Most of the text is 
a hodge-podge of first-person 
accounts, many by religious peo- 
ple who viewed the happenings 
through mystical eyes. It is there- 
fore no surprise that the book's 
gushing prose, together with the 
dramatic photographs, portray 
the revolt in terms of a religious 
experience. And it may well have 
been so for most of the writers 
and editors, hence the book's de- 
dication to “Mary, the Mother of 
God.” 

The fourth and most visually 
stunning book commemorating 
the Philippines finest hour is sim- 
ply titled Bayan Ko (my coun- 
try). An admirable group effort 
by journalists Guy Sacerdoti and 
A. Lin Neumann and veteran 
photographers Robin Moyer, 








The morning after: ‘ecstatic victory.’ 
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Neumann's excellent narrative 
provide the historical account of 
events from Benigno Aquino's 
assassination to his widow's as- 
tonishing victory. 

Not many Filipinos will be 
able to afford this latter book, 
which sells in the Philippines for 
P550 (more than the average 
person earns in a month). But the 
other books are fast selling out, 
with some going through second 
editions. All four should be sent 
to Marcos in Hawaii to show him 
he was right when he said, on 
calling for the snap election that 
dislodged him: “The issue is 
Marcos." 

Indeed the issue was his re- 
moval and these books should 
give him pause from issuing those 
bellicose statements from his 
place of exile. The people wanted 
an end to the long-established 
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Reza, Carl Mydans, Willie Vicoy 

and many others, the book is a show- 
case of photojournalism at its pro- 
fessional best. A superb colour spread 
(the photographs in the other three 
books are in black and white) brings 
to vivid life all the events that led up 


highlight 

























qm CS 
a's long life 


i's Pakistan: Politics and Stability in a Frontline 
ate edited by Craig Baxter. Westview Press. US$28.50. 





ia’s Pakistan is a research project sponsored by the US 
== State Department. The long-term stability of the regime 
President Zia-ul Haq is of paramount concern to Wash- 
on, especially now with the return of Benazir Bhutto. 
he book is an attempt to understand why Zia has lasted for 
long and whether he can survive in the future. In well-re- 
hed articles, a number of American academics look at 
support among urban groups and the rural elite; at the 
ntry's economic performance, its military and security 
sia lems, and the effect of the enormous number of Af- 


tan has ‘helped the Zia regime because of the oppor- 
es for upward mobility existing in the cities, as well as 
pportunities in the Gulf. He analyses in detail the reac- 
fall major urban groups to the government. “The na- 
al leader in Pakistan does not have to be popular," 
rites Laporte, and he can survive if he has the support of 
key groups in the upper class. Their support is linked to 
ntinued economic benefits. 
Charles Kennedy, in his piece on rural areas, sees grave 
roblems ahead. By the year 2000 the rural population will 
ible, the mean farm acreage will be halved and the 
ber of landless unemployed workers will rise to one- 
rd of the rural labour force. Traditional political control 
the big zamindars or landlords will become increasingly 
fficult. Representative institutions in the rural areas, so 
entirely controlled by the landlords, will also undergo 


| nge. 
Laporte fails to elaborate on the widespread unrest 
in at the bottom of the urban pile, due to the collapse 


to the uprising, as well as the four-day 
drama itself. Images of the initial ten- 
sion, desperate bravado, ecstatic vic- 
tory and ensuing mayhem combine to 
this extraordinary chapter 
of Philippine history. Sacerdoti and 


politics of plunder and these 
books are testimonies to that wish. 
Filipinos, now that the thrills are 
over, should buckle down to the 
hard job of ensuring that the strug- 

gle was notin vain. 
— Isabel Manzano Taylor 


of social facilities and the arban infraitracture. There i is a Ro 

most a riot a day in one Pakistani 22 or another, — T 

Kennedy does not mention how Zia has consciously in- | 
stitutionalised feudalism in its worst form — the biraderi or 
semi-tribal system, even in such developed D" as Pun- | 
jab. Whereas the 1970 elections dealt a mortal blow to this 
system, it still formed the basis of last year’s uy elec- 
tions. 

There is a wide-ranging and eptive essay on the mili- 
tary and security situation in Pakistan by Rodney Jones. He 

points out that Zia's martial 

law has been different from 
previous cases of martial law, _ 
because of the use of the — 
army in all aspects of the  - 
country's life — in the admin- 

istration, the economy and in 
social life. : 
As with so many books - 
sponsored by an interested _ 
party, it is nof so much what 
the authors write about, but _ 
ds pe what they omit that demon- 

RW M d ‘strates the one-sided ap- 

(D i aid proach. There is nothing on 
human rights, the subversion 
of the legal and judicial sys- 
tem, the deterioration of all 

social-sector development, for instance in education or 

health. There is nothing either on the national question in 
the provinces. In fact, most things which would not make 

Zia look so good are left out. 

The book is nonetheless an important contribution to 
the debate about the reasons for Zia's political longevity. 
No other military regime in the region has been vg to 
handle a series of such potentially devastating foreign and _ 
internal policy problems with such skill as Zia 
true, as the authors point out, that he has 
on his side. = 


JOEL BARRY 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has ee with Asia. Decide 


for yourself whether any other single medium puts the 


economic, social and political realities of Asia at your 
| eee as does the Asia Yearbook. 


Now. In Its 27th Edition 

The Asia 1986 Yearbook, now inits 27th year, is bigger 

and. more comprehensive than ever before. Matching 

the rapid pace of Asian development, it goes into great- 
| il, with greater insight — a book which everyone 






who needs to know about Asia must have on the book- 
shelf. 





The. Ásia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade.& Aid, the 
Pacif fic, Asian & Pacific Organisations, and a round-up 
ear's news stories. 


le past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 









material, inc luding a full military profile of each regional 


country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China. to New Zealand. 








Countsy-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politic and Social Affairs, Foreign Relations, Economy 








me E officials. The Asia 1986 Yearbook gives 





nt "and d socis and pini landmarks. 


Each 


Us book Parens, 


istructure, complete with a map and lists of - 























country. chapter has a Databox giving essential 
statistics. And there is also a statistical round-up c 
piled against a master questionnaire provided by Y 


How We Did It 
Published by the Far Eastern Economic. Review, 
Asia 1986 Yearbook is the result of thousands of m: 
hours of work during the year. Every week, the Revi 

correspondents file on-the-spot reports from - 
major Asian capital and every area of interest tl 
out the region. This leading team of writers, anal 
experts and research staff contribute (as they have 
ularly for 27 years) to keep the Asia 1986 Yearboo 
top of events. To give you Asia minus the mys 
minus the myth. To give you Asia as only the Fat E 
ern Economic Review can.. | 





Soft Cover: HK$170/US$23. 95/£20/5$49. 50/M$56.50 
Hard Cover: HK$200/US$27. 95/£23. 75/S$58 

For airmail delivery, please.add: | 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, . 

Hongkong 
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Please rush me copy/copies of the Asia 1986 Yearbook as E : 
indicated. | enclose a cheque/postal order for 
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donesia and Mala aysia are likely to 
ave to reschedule t 


t of the "devastating impact" 
oth countries' payments position ‘of 
commodity prices, 
ankers and officials believe. In the case 
ommercial bankers, however, there 
ppears to be considerable reluctance to 
e to any rescheduling proposal that 
t accompanied by major changes in 
h country’s domestic economic 
olicies. 
Apart from a deterioration in their 
ments position caused by the col- 
se in the price of oil (and of all other 
ary commodities produced within 
region except timber), Indonesia 
Malaysia face a sharp increase in 
cost of servicing the yen loans ex- 
ded to them by private banks and 
the Japanese Government in the 
of overseas development aid 
ODA). 
But Japanese commercial bankers 
they are not yet certain how far the 
lem of the rising yen — which in- 
eases the cost of servicing debt — has 
ected the two nations. 
Dramatically reflecting the wide 
pe of the debt pressures, Thailand’s 
r deputy prime minister Boonchu 
| nasatt ien, has called for a three- 
r moratorium on all of the country’s 
bt-servicing obligations both 
gn and domestic — so the money 
ved can be invested instead in pro- 
s which will promote economic re- 


























. The country’s former economic 
verlord made the. suggestion during 
ampaigning for the general election 
'heduled for 27 July and, coming from 
ch a senior source, it is bound to be 
oted by foreign bankers. 

-Eiji Yamashita, an international 
conomic analyst at the Bank of Tokyo, 
ys both Indonesia and Malaysia need 
estrain domestic expenditures more 
tly as a prelude to starting talks with 
seas creditors. Indonesia's need to 
wide jobs for a rapidly growing 
ibour force makes this a difficult task. 
ut Japanese banking sources believe 
t Malaysia's situation is even worse, 
art because of what they see as the 
'deral government's failure to resolve 
il tensions between its major racial 





- Sources at the Manila-based Asian 
evelopment Bank (ADB) say that 
e US dollar-denominated debt is 
lominant" among Asian developing 






eir overseas debt- 
especially the yen component — » 2 | 


Japanese 


Total foreign debt 


countries, about a quarter of public 
long-term debt in Indonesia and Thai- 
land, and more than 15% of the public 
long-term debt in Malaysia is denomi- 
nated in yen. These countries are thus 
among the worst losers from currency 
realignments as they affect. external 
debt, say the ADB sources. 

A theoretical option for both In- 
donesia and Malaysia in the face of the 
high yen is prepayment of outstanding 
yen loans and refinancing in other cur- 
rencies, or in yen at lower interest rates 
than those on the original loans. (Ma- 
laysia, along with the Philippines, is ex- 
pected to follow Thailand in seeking to 
redeem samurai bonds — yen bonds is- 
sued in the Tokyo market by foreign 
borrowers — in order to avoid the now 
penal cost of having to service such debt 
[REVIEW, 12 June].) 

However, in the case of Malaysia at 
least, refinancin would probably not 
result in a significant ly reduced debt- 
servicing burden. The country’s inter- 
national credit rating has deteriorated 
since some of its original loans were 
granted and terms which it secured in a 
refinancing might not be sufficiently 
favourable to make the option attrac- 
tive or practicable. This is in contrast 
with the case of South Korea, which is 
widely expected to prepay some of its 
existing yen debt during 1986. 


9O at Japan’s Foreign Ministry 
confirmed early in June that the 
government had received requests from 
more than one Southeast Asian govern- 
ment. for alleviation of the increased 
debt-servicing burden on ODA caused 
by the yen appreciation. As of mid- 
June, the. Japanese Government had 
mm not decided E to eons 


ON falaysia c and Indonesia may seek loan concessions 


'ime gentlemen pl 


harles Smith in Tokyo. and Paul Handley in Kuala Lumpur 
MALAYSIAS DEBT BURDEN 


- (M$ billion) 











31 Debt-service ratio 
Source: Bank Negara Malaysia. 


— REVIEWDIAGRAMS by Ricky Hui 


hard during this difficult pene 






‘that the yen ere 
raised multilate 
Asean ~ foreign: 





June. 


ing between the three Japan- 


nance and 
Trade and Industry — on how 
to respond to any joint Asean 


problem. 

Japan recently agreed to 
extend a ¥80 billion (US$476 
million) loan to Indonesia to 





cover part of the domestic funding costs | 
of projects financed by ODA loans: The - 
package, however, is meant to speed up 


work on existing or future ODA pro- 
jects and thus remove an obstacle tothe 
disbursement of ODA loans. It will not 
reduce the burden of servicing out- 


standing ODA loans as measured in. 
terms of Indonesia's domestic currency.” 
Officials at the Export-Import Bank 


of Japan which provides long-term, 
fixed-rate loans to Asean for resource- 
development projects told the REVIEW 
that it was “in principle” impossible to 


accept either a reduction in interest . 


rates or prepayment of outstanding 
loans. However, the Exim Bank is 


| ministers’ : 
meeting in Manila from 25-26 . 
Intensive ^ discussions - 
were under way during the 
week before the Asean. meet- 


ese ministries responsible: for- 


aid — Foreign Affairs, Fi- 
International - 


approach on the ven lean: 
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known to have taken emergency action — 


in at least one case where a natural- | 
resource joint venture has had dif- . 


ficulty meeting its repayment obliga- 
tions. 


In mid-June it was confirmed that 


the bank had granted a two-year 
moratorium on the repayment of princi- 
pal by Asahan Aluminium, a Japanese- 





Indonesian joint venture operating a 


major Indonesian aluminium refining 
project. Repayments affected by the 
moratorium, which continues 
March 1988, will total around ¥28 bil- 
lion. 

While foreign bankers in Kuala 
Lumpur see little need for V alaysia to 
reschedule any of its foreign borrowings 
— refinancing should be ade uate to 
handle the problems, they say —t 
tention could be read into a 








until | 


by Prime Minister Datuk Seri Mahathir 
Mohamad on 12 April, In a Speech, | 





ing creditor banks not to come down too 


to reschedule its debts.” 
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and after being floo 
quiries an official denial was issued by 
the Prime Minister's office a few days 
later. But rumours have persisted in 
the face of a 40% increase in the value 
of the yen against the Malaysian dol- 
lar, and a steep fall in income gener- 
ated by the country's main export com- 
modities — oil, palm oil, rubber and 
tin. 

Moreover, a severe warning issued 





T 


to about 30 foreign banks by Bank: 


Negara recently about assisting Malay- 
sians in remitting funds overseas has 
underscored concern over the country's 
externa! accounts. As the Malaysian 
dollar has lost value against several cur- 
rencies in the past year, bankers say, 
capital flight has increased. Yet, they 
add, it has not grown at any alarming 
rate and Bank Negara has been able to 
manage most of the pressure on the 
currency. 

Bankers say the warning was aimed 
mostly at one unidentified foreign bank 
representative. The practice of channel- 
ling deposits into foreign accounts is 
common, though technically disallowed 
by Bank Negara regulations. Official- 
ly, permission is needed from Bank 
Negara to open any account abroad. 
In its letter the central bank threaten- 
ed action against foreign-bank repre- 
sentatives accepting unauthorised de- 
posits. 


en-denominated loans account for 

17% of total Malaysian foreign debt 
of M$40.2 billion; about 6795 is in dol- 
lars. In 1985 external debt grew by 
only 7%, slow relative to other coun- 
tries in the region. This also repre- 
sented a severe slowdown from the 
yearly average growth of 24.6% over 
1983-84. 

Debt service is also relatively low: 
14% of gross exports last year, com- 
pared to Indonesia's 25%. The ratio 
does not include the prepayment of sev- 
eral expensive loans, which accounted 
for some M$5.5 billion of the total 
M$8.2 billion of debt service last year. 


INDONESIA'S FOREIGN DEBT 


(US$ billion) 
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nger-term instruments. 42 
The debt-service ratio should in- 
crease this year, as income from exports 
has dropped compared with last year. 
Like Indonesia, Malaysia pinned its in- 
come hopes on oil exports, but the value 
of these dropped by half from January 
to April. Malaysia planned to be pro- 
ducing 510,000 barrels per day, but 
sources say that level has not been 
reached over any lengthy period, par- 
tially due to the soft market. 

Malaysia's other markets, for rub- 
ber, palm oil and tin, are also being 
eroded by cheaper producers in the re- 
gion and internationally. With In- 
donesia powering its way into palm-oil 
and rubber markets backed by lower 
labour costs, the long-term earnings po- 
tential of Malaysia's plantation crops 
should be diminished. 

Bankers in Kuala Lumpur say they 
believe Mahathir's statement on re- 
scheduling was accidental and that the 
country can handle its present debt in 
the foreseeable future. However, Ma- 
laysia's credit rating has slipped farther 
than that of neighbouring Indonesia. 
This, suggests one analyst, could stem 
from Indonesia's respectable perform- 
ance through the hard times of the past 
three years. Malaysia, though, has not 
recently had to show its ability to man- 
age during difficult times. Thus Malay- 
sia's ability and will to control the state 
budget and external accounts is, in a 
sense, more in question. Against this, 
the outside perception of the Malaysian 
situation has not changed, a banker in 
Malaysia said. " 

Open political strife in Malaysia, 
particularly recent problems in Sabah, 
could have diminished the country's at- 
tractiveness to lenders as well. Na- 
tional elections are due soon, and 
Mahathir's government is not expected 
to draw as much support as it has in the 

ast. 

y Indonesia, with a US$28.3 billion 
debt at the end of last year, faces a simi- 
lar situation, with its major exports los- 
ing value. Jakarta also is having difficul- 
ties clearing up the bureau- 
cratic and infrastructure bar- 
riers to value-added export- 
sector investment. The fall 
in the price of oil, which 
contributes some 55%. of 
government income and 
70% of export income, 
means a loss of a projected 
US$3.9 billion in foreign in- 
come. 

Because Indonesia's fi- 
nancial managers have per- 
formed well since the first 
oil-price drop in 1983, it is 
felt the country will continue 
to manage. However, oppor- 
tunities for further spending 
cutbacks are sparse, and 
cuts will likely mean nega- 
tive growth for 1986. Oo 














Aquino: seeking kinder treatment. 
Manila will pay | 
up, but ... 


The Aquino government says . 
it will honour Marcos-era debts | 


} 


By Jose Galang in Manila 


yis Philippine Government, as a 
matter of policy, will honour all the | 
country's foreign debts. But short of | | 
outright repudiation of some obliga- | | 
tions — particularly those. incurred | | 
under dubious arrangements during | — 
former president Ferdinand Marcos’ | 
tenure — liberal repayment terms will | . 
be sought from the creditors. *3 
In some cases, lenders will be asked 
to shoulder part of the costs of loans that . 
Manila believes never reached their in- 
tended beneficiaries. Schemes to — 
| 












capitalise portions of this debt, aimed 
principally at attracting overseas invest- | 
ors, are also being finalised. 313 
Foreign debts of US$26.3 billion — 
were among the major problems in- | | 
herited by the government of President | _ 
Corazon Aquino. Toservice theseloans | | 
this year alone (including principal and | | 
interest payments), it will have to spend | - 
some 70% of expected export earnings | | 
of about US$5 billion. If no changes are | 
made, that service burden will hurt | 
development efforts, which this yearare | - 
estimated to require some P109.4 bil- 
lion (US$5.4 billion), of which nearly 
25% may have to be borrowed. The | | 
Aquino government is trying to move | | 
away from the strict austerity measures | 
of the past three years, and promote | 
growth Ds stimulating economic activity — 
— mainly in the agriculture-based rural | 
sector. B 
_“TIf we cannot get at least a reduction 
in [the debt-service burden] for the time | - 
being, there is no way for the country to 
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Aquino said on 
declared that her government would 
honour its obligations. *We are hoping 
that our creditors would indeed treat us 
much better than they did Mr Marcos." 

The Philippines wants to stretch re- 
payment periods for these old loans — 
about 33% are short term — to make 
the burden more bearable. One target 
mentioned is to hold service costs to the 
equivalent of about 20-25% of annual 
export earnings. In 1985, interest pay- 
ments alone (a moratorium on principal 
Eyes has been in effect since Oc- 
tober 1983) came to about half of the 
year's export revenues. 

Another possible tactic is the conver- 


| sion of part of these loans into equity in- 
-= vestment in domestic industries. Under 


the plan, investors would be invited to 
repay certain loans in foreign currency 
— at a discount of nearly 50% to the 
loan's face value. The Central Bank of 
the Philippines (CBP) would issue peso 
notes in favour of the investor, equiva- 
lent to the loan's original amount. The 
peso proceeds would then be invested in 
the Philippines. : 
Obviously, prospective investors 
would like to be assured that the peso 
will be subjected to a clean float before 
putting down their money. They will 
also want to be assured of being able to 
repatriate their profits, and will want 
to know how they will be able to 
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redeem the notes when they mature. 

These schemes, patterned after the 
policies of some Latin American coun- 
tries which encountered debt-repay- 
ment difficulties, signify some move- 
ment away from earlier proposals for a 
"selective repudiation" approach. Dis- 
cussions in the cabinet on repudiation 
proposals have been particularly divi- 
sive. It is believed that had the cabinet 
held a vote, those in favour of the radi- 
cal strategy would have prevailed. How- 
ever, this sentiment has since mellowed 
in favour of the more conciliatory ap- 
proaches — which should avert retalia- 
tion from creditors. 


T Philippines' external obligations 
grew rapidly in the second half of the 
1970s — in 1976, foreign debt stood at 
US$5.1 billion — after the Marcos gov- 
ernment declared a thrust towards big 
industrial undertakings. Many of these 
debts were short-term borrowings by 
government institutions. 

It is now thought that many of the 
loans benefited officials and associates 
of the Marcos government. The new ad- 
ministration has launched a formal cam- 
paign to seek out and retrieve "ill-got- 
ten wealth" stashed abroad by these 
parties, and it has been estimated that 
such moves could recover “tens of bil- 
lions of dollars" worth of assets. 

At the 29-30 May meeting in Tokyo 


-Chongging’s own thing 


A Chinese city rejects Peking planning 


By David Bonavia in Chongqing 


ne of China's most important indus- 
trial and commercial cities 
Chongqing — has virtually declared war 
on centralised economic planning, and 
is opening most of its enterprises to the 


| free play of market forces. 


The former wartime capital, perched 
atop a high cliff on a bend of the 
Yangtze River, is not accepting mandat- 
ory planning targets from either Peking 
or the Sichuan provincial capital of 
Chengdu. Enthusiastic officials in 


_ Chongqing pronounce the experiment 


— begun in 1984 — as a success. The 
seeming act of mutiny, however, has 
the blessing of elder statesman Deng 
Xiaoping and Premier Zhao Ziyang, 


. who pioneered China's present eco- 
. nomic reform in Sichuan — before he 


was raised to national leadership — and 
the reworking of China's economic sys- 
tem. 

Only 10 commodities, including such 
export-oriented products as wool and 
ducks' feathers, still come under man- 
datory planning from Peking and 
Chengdu. Other products can be seen, 
touched, and negotiated over at the 





large wholesale exhibition in the city. 
Sales of Chongqing products to firms in 
the rest of Sichuan, or to other pro- 
vinces, or abroad, are now conducted 
through free-price negotiations. The 
city is ahead of all others in China in the 
freeing of its products from bureaucra- 
tic pricing. Indeed, it is the only place in 
China where there seems to have been 
serious, sustained implementation of 
this important aspect of the economic 
reform, rather than a lot of theorising 
and foot-dragging by industrial mana- 
gers who fear for their jobs. 

With its 3 million people — 14 mil- 
lion in the entire municipal area — 
Chongqing has long enjoyed a reputa- 
tion for active commercial work. Busi- 
nessmen say that when they telex 
Chongqing, they usually get a quick re- 
sponse to their queries, whereas 


bureaucratic Chengdu is lethargic and 
even indifferent to business dealings. 
An official in Chongqing said the city 
government “can take all economic de- 
cisions on its own.” 

Partly in recognition of Chongging's 
relative dynamism, it has been included 





Fernandez: talks to resume. 
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of a subcommit ee of the PI lilippines % 
aid donors, discussions touched on the 
issue of debt repudiation. One informed 
source said the Manila representatives 
identified a small number of loans, in- 
cluding one by a Swiss bank and another 
by a Japanese institution, in which it 
could be established that the funds 
never reached the country. The Swiss 
bank credit, for instance, was actually 
invested in Texas. 


MINERVA AMISTOSO 





in its own right in the recently formed 
southwest economic cooperation group 
which consists of Sichuan, Guizhou, 
Yunnan and Tibet. The official said that 
Chongqing's task was “to free itself 
from outside authorities.” — He 
explained, “We do of course listen to 
what Peking has to say, but the dialogue 
is now a balanced one.” 

Foreign businessmen are showing 
growing interest in the idea of investing 
in Chongqing, remote though it is from 
coastal China where most of the coun- 
try’s trade and joint ventures are carried 
out. Sichuan officials say Peking has 
unduly favoured the coastal cities with 
investment because of the relatively 
quick return, familiarity with foreign 
trade procedures, and so on. So now 
they are creating their own investment 
funds. 


Poss of Chongqing enterprises 
no longer have to be delivered to the 
state at fixed prices and in specified 
amounts. Factories can now market 
their products horizontally to other con- 
cerns and other provinces, and for ex- 
port. As elsewhere, the state collects 
taxes on their profits instead of swallow- 
ing them all, as before. 

Of course the experiment has not 
been without problems, the biggest of 
which, say officials, is the co-existence 
of plants, some of which have gone over 
to the new system, and some which have 
their output still mandatorily planned 
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. According to one Washington 
source, while the Philippines does not 
have legal grounds for repudiating those 
loans, it could still seek a deal with the 
banks involved that would allow the 
money to be recovered. The govern- 
ment hopes by showing that the banks 
made loans which never served the in- 
tended purpose, it might morally pres- 
sure these institutions to seek a settle- 
ment favourable to the current regime. 

One of the most vocal proponents of 
selective repudiation is Economic Plan- 
ning Minister Solita Monsod, who is 
also director-general of the policymak- 
ing National Economic and Develop- 
ment Authority (Neda) and a member 
of the Monetary Board. Monsod says 
that the Marcos government gave 
higher priority to debt servicing than 
economic growth: the new administra- 
tion will have it the other way around. 

This philosophy is part of the draft 
five-year economic programme which a 
group of independent economists and 
academics is finalising for the Neda 
(REVIEW, 12 June). The programme, 
which is unabashedly Keynesian, pro- 
poses that the government *should aim 
for a reasonable economic growth first 
and then work out a debt-management 
scheme consistent with that, not the 
other way around." 

In proposing selective repudiation, 
Monsod refers principally to commer- 
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Chongqing: relative dynamism. 


by the central authorities — for in- 
stance, steel. Enterprises which run at a 
loss are closed down unless they are of 
strategic importance. Many factories 
making military equipment have been 
ordered — as in other parts of China — 
to go over partially or completely to the 
manufacture of civilian or dual-use pro- 
ducts, especially consumer goods. 

The US Consul-General is the only 
official foreign mission in Chengdu, 
handling matters related to the whole 
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made with a sovereign guaran- 
tee. She believes that most of these 
loans were only granted because of the 
guarantee. 

"There were a lot of creditor institu- 
tions where the loan officers were 
against giving the loan and then got 
pressured because anyway there was 
sovereign guarantee," she says. “Also, 
there were loans where it was obvious 
that the cost component for equipment 
was way over what the market price 
should have been. There must have 
been an implicit collusion, or at least a 
‘looking-the-other-way,’ from the point 
of view of the lending institutions." 





Acorns to Monsod, the supply and 
construction of 15 sugar mills dur- 
ing the 1970s were undertaken by con- 
tractors with “no previous experience in 
the field.” There was also “overpricing, 
and not just the kickbacks,” in the ar- 
rangements, she suspects. (The govern- 
ment launched a programme to expand 
sugar-industry capacity at the time, be- 
cause of a bullish world market. A Mar- 
cos crony in the sugar industry is said to 
have benefited materially from the mill 
contracts, which were supplied mainly 
by Japanese and a few European firms. 
At the time, each sugar mill was esti- 
mated to cost some US$10 million.) 

In the case of the idle US$2.1 bil- 
lion Bataan nuclear power plant — 


southwest and Tibet as well 
as Sichuan. General Elec- 
tric and Boeing have open- 
ed representative offices. 
But the keenest interest in 
investment in Chongqing 
is being shown by the Ja- 
panese, who were attempt- 
ing to destroy it from the air 
more than four decades ago. 
Old air-raid shelters carved 
out of solid cliffs are now 
used for commercial pur- 
poses. Yamaha is already 
cooperating in a joint ven- 
ture, turning out light motor- 
cycles. 

The magnitude of the 
problem of carrying out eco- 
nomic reform in Sichuan 
may be glimpsed in its basic 
statistics. The province has 
20 cities and prefectures, 215 
counties and 8,500 towns. 
The total population is 101 
million, of whom 82 million are on the 
land. Arable land amounts to 96.7 mil- 
lion mou (6.5 million ha). Grain output 
and population are both approximately 
one-tenth of the national total, so there 
is not much surplus for grain-deficit 
parts of the country. 

Last year, the rural reform took 
another step forwards, officials say, 
when cash crop output rose from 27% of 
total agriculture in 1984 to 31.5%. Fol- 
lowing the nationwide trend, last year’s 
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mentioned frequently as one of the 
Marcos-era projects where financing ir- 
regularities were suspected — the 
Aquino government has chosen to go to 
court to seek a more equitable arrange- 
ment, rather than to refuse to repay the 
loans involved. The plant is likely to re- 
main mothballed, on environmental 
grounds, though interest payments 
alone are running at some US$350,000 a 
day. 

In early July, CPB Governor Jose 
Fernandez is to resume talks with the 
12-bank Advisory Committee for the 
Philippines on the rescheduling of some 
US$6-9 billion of commercial debt 
maturing from 1987-90. The commit- 
tee represents the country’s 483 foreign- 
bank creditors. Debts that fall due until 
the end of 1986, totalling some US$6.3 
billion, were earlier rescheduled over a 
period of 10 years, including five years’ 


grace. 
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The talks with the banks are related - 


to a separate negotiation with the IMF 
for new financing to replace the 
standby-credit facility of 615 million 
special drawing rights (SDRs, equal to 
some US$710.9 million) — scrapped in 


March because financial targets tied to . 


the loans could no longer be reached. 
An undrawn balance of SDR 212 mil- 
lion is expected to be added to the new 
facility to be worked out before the end. 
of the third quarter. R| 


grain harvest represented a lesser share 
of total farm output than the year be- 
fore. Animal husbandry and cash crops 
are more profitable than grain, but 
some corrective measures will probably 
be necessary to ensure that the grain 
harvest does not sink to an unacceptably 
low level as the peasants pursue higher 
incomes. The rural reform is based on a 
policy of “readjustment,” which has 
been in force since 1979. Peasants are 
encouraged to grow more rape, jute, 
sugar and tobacco. At the same time, 
Sichuan’s plan allows for the recruit- 
ment of more peasants to the industrial 
and commercial sectors. 

Officials are particularly proud of 
the increase in output of small enter- 
prises in new townships, which hit 
nearly Rmb 15 billion (US$5 billion) 
last year, a 62% increase over 1984. 
Average annual earnings per capita in 
the rural areas are put at Rmb 315, a 
10% increase over 1984 — still low by 
urban standards, but the peasants of 
course grow most of their own food, 
which has become the steepest item of 
expenditure in the cities. 

The people of Sichuan have long 
been known for their lack of interest in 
events in other parts of China. It is 
ironic that they should have become the 
pathfinders in a programme of econo- 
mic reform planned in Peking and 
owing much to capitalist ideas on com- 
merce and industry. Much is riding on 


this experiment. ü 
65 

To 

2 ii 1.43 4 52b, "s ae 






























































: By Robert Cottrell in Tokyo 


| Trendy bankers like 
to say that the world 
| capital market is not 
so very different from 
| the world car market. 
Once there was room 
‘| for any number of 
M small and medium- 
“sized carmakers to operate profitably 
-alongside one another: now there is 
- room only for a handful of very big pro- 
ducers like General Motors or Toyota, 
-and a handful of small but distinctive 
ones like Porsche or Rolls-Royce. Simi- 
larly, say the bankers, by the 1990s there 
¿wil be room in the world for no more 
than a dozen giant international 
financial services groups, and 
.a lower tier of much smaller 
. “niche” specialists. 

|. There is no more powerful 
-force shaping the structure of 
financial institutions today 
than the fear of being left out 
Of that future first division. 
Every forward-looking bank- 
ing or securities house now de- 
sperately wants to be seen to 
be active in every major mar- 
«et in every major financial 
centre in the world. Big capi- 
tal is beautiful: and dc 
world's richest securities 
house, Nomura Securities Co. 
of Japan, for years mocked as 
a country cousin of international fi- 
nance, is fast finding itself treated by ri- 
vals with a gratifying mixture of defer- 
ence, hostility and respect. 

A few statistics about Nomura: it 
earns more profits than Barclays Bank 
and J. P. Morgan combined. It has a big- 
ger capital base than Merrill Lynch, and 
underwrites more international bonds 
than Morgan Stanley. In the year to last 
September, it handled 15% of all share 
and 13% of all bond transactions in 
Japan. In the year to April 1986 it 
underwrote almost US$3.5 billion of Ja- 
panese Government bonds, while the 
country’s biggest commercial banks took 
just US$1.4 billion apiece. It also under- 
wrote 27% of all Japanese domestic 
equity issues, and 19% of all “shogun” 
and “samurai” bonds issued by foreign 
borrowers in Tokyo. (These figures 
come from a handy booklet published 
by Nomura itself. It is not, particularly 
by Japanese standards, a company un- 
duly modest about its achievements. ) 

` . Nomura’s leadership of the Japanese 
_ securities industry has never seriously 
: been challenged since it emerged froma 





mid-1960s stockmarket shake-out as the 
strongest of the “big four” securities 
houses — the others being Daiwa, 
Yamaichi, and Nikko. But for as long as 
Japan's financial markets remained 
largely closed to foreigners, Nomura's 
strength was more or less irrelevant to 
competitors in Europe and the US: the 
foreigners could not do substantial busi- 
ness within Japan, and the Japanese 
firms lacked the  internationalism 


needed to compete in foreign markets 
other than for the business of overseas 
Japanese clients. 

In the past five years, all that has 
changed. Japan has progressively dere- 


*Daclared significant shareholders in Nomura Securities Co. Ltd. 
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Japan's Nomura aims for the top FU 


o more an outside 





cause its domestic base is so strong. One 
of the pillars of that strength is Article 
65 of Japan's Securities Act, which 
keeps banks out of the securities busi- 
ness and securities houses out of the 
banking business. (The US has a similar 
provision, the Glass-Steagall Act, 
though the greater fluidity of US capi- 
tal-market structures and the high pro- 
portion of US funds raised offshore 
make Glass-Steagall less limiting in 
practice.) 

An interviewer once asked Set- 
suya Tabuchi, then president and 
now chairman of Nomura Securi- 
ties Co., what he thought about Arti- 

( cle 65. “Ordinarily 1 am a 
liberal," replied  Tabuchi, 
"but I don't believe every- 
thing has to be liberalised." 

Small wonder that Tabu- 
chi's liberalism met a natural 
limit. A repeal of Article. 65 
would bring the country's big 
banks tumbling in to snap up 
the securities houses’ retail 
brokerage and corporate fi- 
nance customers. Even the 
“big four" houses, with their 
100-120 branches, would be 
overwhelmed at the -retail 
level by the combined force of 
the 13 “city” banks with up to 
300 branches each. 


REVIEWDIAGRAM Dy Andy pen 


gulated its financial system to the point 
at which — on paper at least — it is as 
open as that of Britain or the US. This 
process has brought Nomura into direct 
conflict with foreign rivals for market 
share in Tokyo, London and New York. 

Japanese houses, including Nomura, do 
lack skills in some key areas including 
fund management and merger-and-ac- 
quisition services, but they are catching 


up. T is beginning to export its fi- 


nancial services as aggressively as it has 
its industrial products. Cries of *dump- 
ing" are already being heard. 

The question is not now whether 
Nomura and its compatriots can "cut it" 
in international terms, but how many 
other institutions, particularly outside 
the US, have the strength needed to put 
up an equal fight. 

Competitors say that Nomura can af- 
ford to invest, to undercut, and to make 
mistakes in its expansion overseas be- 
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Although their ranks are graduall 
thinning, private investors are still big 
business in Japan: not for the absolute 
volume of shares which they hold — 
about 25% of market capitalisation — 
but for the volume of their turnover. 
This used to account for about 60% of 
market business in the 1970s. In 1984, it 
fell to 54%, and in 1985 probably drop- 
ped to marginally less than half, reflect- 
ing the growth of institutional assets 
such as corporate pension funds. 

Another cartel privilege which helps 
keep Nomura's broking profits fat is 
Japan's system of fixed stock-exchange 
commissions. Institutional-sized share 
transactions are roughly twice as dear in 
Tokyo as in New York. After London's 
deregulatory “big bang" due in October 
this year, Tokyo will be the only major 
financial centre left with non-negotiable 
stockmarket commissions — though 
within the next year or two, fixed com- 
missions may suffer some erosion if not 
abolition (see box). 


| 1 Vs 65 looks a more durable entity, 
however frustrated Japan’s com- 
mercial banks may be, and however 
hard innovators like Sumitomo Bank 
may lobby for the right to do more secu- 
rities-related business. The banks’ chaf- 
ings reached a high point five years ago 
when the brokers, led by Nomura, 
began offering open-ended government 
bond funds which were in effect high- 
yield deposit accounts: a public squab- 
ble ensued. Last year, Tabuchi sought 
to restore the peace with his declaration 
of “an age of cooperation between secu- 
rities companies and banks.” Securities 
houses, he said, depended on banks to 
clear and settle their customers’ accounts. 

But banks might well ask whether 
"cooperation" also means co-prosper- 


Yoshihisa Tabuchi. | 
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ity. Nomura is making not just twice the 
profit, but also twice the return on 


equity, of Dai-Ichi Kangyo Bank, 


Japan’s largest commercial bank. The 
banks are unlikely to close that sort of 
gap by turning themselves into glorified 
back offices for the brokers. 

Nomura executives are fond of 
pointing out, whether in an attempt to 
placate their commercial banking rivals 
or to irritate them, that Nomura’s own 
roots are in the banking sector. It was 
originally the bond department of the 
Osaka Nomura Bank (now Daiwa 
Bank) until it separated in 1925. After 
the 1941-45 Pacific War, Japan’s bond 
market fell into long-term abeyance, 
and Nomura moved out of necessity 
into equities. 

The Tokyo stockmarket is to this day 
a murkier and more manipulated place 
than London or New York: in the 1950s 
and 1960s it was far, far seedier. In the 
eyes of snootier Japanese businessmen 
and bankers, to be a stockbroker was 


akin to being at the rougher end of the 


used-car trade. Hideo Matsumura, an 
immensely elegant and courteous Nom- 
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Of fixtures 
and favours 


Japan's big securities 
houses say they would 
be happy to switch 
from a fixed to a 
negotiated system of 
stockbroking commis- 
sions, but that such a 
transition would 
cause too much instability among 
Japan's 230 smaller brokers. They also 
say that a move to negotiated commis- 
sions would drive up costs for the small 
investor — though in the US, which has 
lived with negotiated commissions for 
more than a decade, the advent of retail 
discount brokerages has in practice dri- 
ven retail charges down, not up. 
Japan's commission structure, while 
fixed, is not quite rigid. *Favours" can 
be and often are done for select clients. 
Some smaller, hungrier securities 
houses, for instance, “buy” commer- 
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SHARES OF THE PIE* 


Others 

53.29% 

Nomura Securities 
15.03% 


a Securities 
11.44% 


Nikko Securities 
10.52% 


Yamaichi Securities 
9.72% 


Year ended September 1985. — *Parent company basis. 





ura executive vice-president who has 
been with Nomura since its bond-house 
days, says perhaps only. half-jokingly 
that he might not have joined the com- 
pany if he had known it was about to 
plunge into share-dealing. 

In those early days, when Nomura 
was playing catch-up to the “big three," 
it decided to aim for volume growth 
among retail investors while its more 
powerful rivals were emphasising in- 
stitutional business. “We imported 
democracy,” says Matsumura. “Other 
securities companies laughed at us. 
They thought the cost of the back office 
would be too large.” 

In fact, Nomura was to ride a small- 
boom which brought 
economies of scale to its fast-growing 
operations. One way of keeping costs 
down was to consolidate small accounts 
into investment trusts: assets of such 
trusts rose 17-fold between 1955 and 
1961, and at their peak in 1962 owned 
10% of the Japanese stockmarket. An- 
other was to automate the back-office 
work of documenting and processing 
trades, and it was here .hat..Nomura 


= 
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cially valueless corporate.reseairch from 
financial-sector clients to offset the 
client's commission cost; a friendly fund 
manager can be accidentally given a 
below-market price on a deal every 
once in a while; foreign firms can be 
dealt with on a discount basis off- 
shore. 

Loopholes like these help ease the 
pressure which might otherwise l»ave 
built up against fixed commissions firo m 
institutional clients. Complaints froim 
another lobby, foreign brokers, have 
become markedly more muted since six 
were admitted to membership of the 
Tokyo Stock Exchange last November: 
those firms are busy raking in the com-: 
missions to pay off the price of their 
seats, while others wait their turn. 

The fixed commission system will re- 
ceive a blow if the block trading fa- 
:voured by big US brokers gains popu- 
larity in Japan: if a securities house* 
quotes an all-in price to a client for a 
large block of shares sold out of inven- 
‘tory, who is to say what element of that 
price is commission and what element 
principal? — Robert Cottrell 
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differentiated itself most successfully 
from its competitors. 

Nomura was the first company in 
Japan to employ a large-frame com- 
puter, imported in 1955 from Rem- 
ington Rand of the US. This valve- 
studded antique is now on display in a 
small museum at Nomura's newly built 
granite-and-steel computer centre out- 
side Tokyo. It looks faintly comic amid 
its hi-tech surroundings but, as Matsu- 
mura says, “without computers there 
might have been no Nomura.” 


Us de deor ti helped keep back- 
office costs down and small accounts 

rofitable. It also gave the company 

etter-coordinated and updated infor- 
mation on its positions which proved 
crucial when, in 1963-64, a major crisis 
hit the over-heated stockmarket, and 
the public began liquidating investment 
trust holdings. The two worst-extended 
brokerage houses, Yamaichi and Oshi, 


survived only thanks to Bank of Japan 


(the central bank) lifeboat loans in the 


summer of 1965. Nomura, stronger and 
smarter, came out ahead of the game. 


Matsumura would feel back on safe 


ground if he were to be joining Nomura 
today: a nationwide poll of final-year 


arts students recently ranked it the 14th- 
most desirable place to work of all com- 
panies in Japan. Deregulation and in- 
ternationalisation of Japan's financial 
markets have left the banks, tradition- 
ally the financial sector's preferred em- 


ployer, looking stuffy and unambitious. 
Nomura is attracting.top-drawer new 
staff 
graduates are being recruited this year 
— and also abroad: it hired 26 graduates 
last year from Oxford and Cambridge. 


in — 300 university 


Japan 


Nomura's 11,320-strong workforce 


is unusually productive, generating an 
average per-capita revenue of ¥45.6 
million. (US$276,364) last year, com- 
pared with ¥35 million for runner-up 
Daiwa. 
Japan’s consensus- and status-básed 
business culture, Nomura is also trying 
to give brighter staff the freedom to 
manoeuvre: 
foreign exchange-indexed 1985 bond 
issue for IBM Credit was devised by a 
young mathematician who had been 
with the securities company's new pro- 
ducts development group for just six 
rnonths. *Nomura is aggressive as well 
'as big. They are entrepreneurial, they 


Within the limitations of 


the *Heaven and Hell" 


are making their own breaks," says 
Robert Burghart, a director in the 
Tokyo office of British stockbrokers 
W. I. Carr (Overseas). 

Innovation is important because 
the Japanese securities markets have 
changed more in the past five years than 
they did in the previous 25. 

Domestic investors are becoming 
more demanding, particularly big, ma- 
ture Japanese companies doing more 
portfolio investment and less capital 
spending. Fund-management clients 
are starting to think about maximum 
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performance rather than minimum risk. 


Most importantly for the rest of the 
world, Japanese investors have become 
heavy buyers of foreign securities. 
Foreign securities firms have multiplied 
in Tokyo, first opening branch offices 
and now gaining full membership of 
the Tokyo Stock Exchange (TSE). The 
newcomers are getting business: mea- 
sured by operating profits, the 10th 
biggest securities house in Japan is now 
Salomon Brothers of the US. 

The internationalisation of Japanese 
investment is related to the country's 
trade surplus which, at more than 
US$50 billion in 1985, exceeded that of 
any Opec nation at the height of the oil 
boom. Japanese investors spent 
US$53.5 billion on foreign securities 
last year, almost all on US bonds, but 
even that net figure understates gross 
trading volume. Japanese sales and pur- 
chases of US bonds totalled US$150 bil- 
lion in January 1986 alone. 

The recent strengthening of the yen 
will probably encourage Japanese man- 


THE INTERNATIONAL LEAGUE 
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ufacturing companies to channel some 
of their profits away from financial as- 
sets and into new direct investment in 
overseas production facilities: but 
Japan looks set to remain the world's 
leading capital exporter for many years 


.to come, and its financial institutions 


among the largest purchasers of interna- 
tional securities. 

For Japanese securities houses, in- 
ternationalisation means a drive to 
dominate, not just transactions within 
Japan, but all transactions involving 
Japan — including sales of Japanese 
securities to foreign investors, pur- 
chases of foreign securities by Japanese 
investors, fund management for over- 
seas institutions diversifying into Japan 
or Japanese institutions diversifying 
out, and the rapidly expanding offshore 
capital markets activities of Japanese 
companies. 

Nomura says that, including sales of 
foreign securities to Japanese investors, 
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it currently earns about 25% of its 


revenues' from "international" trans- 
actions: president Yoshihisa Tabuchi 
says he wants that proportion raised to 
50% within five years. 

Building international market share 
means offering more, not just than the 
Japanese competition, but than the 
foreign competition too. In pursuit of 
this objective, Nomura's immediate 
strategy is the securing of whatever li- 
cence or status may be formally needed 
to originate a particular product or ser- 
vice on the finest possible terms. Thus it 
is now in what look like the final stages 
of applying for a primary dealership in 
US Government securities: it has been 
making daily position reports to the 
Federal Reserve Bank of New York 
since February. 

As a primary dealer, Nomura will 
have close links with the Fed, a better 
feel for the market, better credit access 
for funding its inventory, the status to 
do business with central banks — and 
fractionally cheaper bonds. But where 
primary dealership may well 
count most to Nomura is in mar- 
keting terms. It will be able to tell 
its clients in Japan, busily buying 
and selling billions of dollars of 
bonds every week, that nobody 
— not even Salomon Brothers — 
has precedence in this market 
over Nomura. Deal with Nom- 
ura, and you deal with No. 1. 

Similarly in London, Nomura 
this year bought a seat on the 
London Stock Exchange. Some 
people might question whether. 
as the structure of the City of 
London moves away from insti- 
tutions and towards deregulated 
markets and independent mar- 
ket-makers, a seat on the stock 
exchange is particularly wort 
having. But it is the inner circle oi 
the London equity market; its 
members have an accreditec 


REVIEWDIAGRAMS by Roy Hi. commitment to expertise in Bri 


tish shares. One of them is now Nomu: 
ra, and there is nothing a British securi 
ties firm can offer Japanese clients it 
terms of London service which Nomura 
cannot in principle offer too. 


ore controversially, Nomura alse 
wants to be a bank in Britain, ar 
ambition which the Bank of England in 
itially resisted because it was worriee 
that Nomura was not subject to banking 
regulation in Japan. The argument be 
came entwined with another reciprocit* 
issue: Japanese reluctance to give secu 
rities branch status in Tokyo to Britis} 
merchant banks. Now, following the ad 
mission last year of S.G. Warburg, 4 
Bank of England favourite, to branch 
status and subsequent membership or 
the TSE, Nomura's banking licence is a» 
short odds to materialise in the next few 
months. 
But why? It is not as though Nomur. 
needs a bank somewhere in the world a 
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: yourself," he barks. 

-The probable answer is that Nomura 
wants to create for itself the long-term 
| freedom to become a major banking in- 
-stitution in one of the world's major in- 
ternational banking centres. It cannot do 
that in Tokyo, due to Article 65, It can- 
.not do it in New York, due to Glass- 
Steagall. But it can do it in London, if it 
can persuade the Bank of England to 
give it the nod. The bank seems to have 
done so. 

ss dt is not that Nomura necessarily 
wants to leap straight into large-scale 
lending: it would probably be happy for 
quite a while doing foreign exchange, 
writing "swaps" to support its invest- 
ment-banking activities and developing 
credit analysis. But when Nomura mea- 
sures itself against the world, it does not 
see only its former model, Merrill 
Lynch (which also has a London bank- 


ing licence). It sees Deutsche Bank; 


Citibank, Chemical Bank and NatWest 
Bank, all able to offer not just invest- 


 mentbanking services but also 
mainstream deposit-and-loan © and 


moncy-centre services on an interconti- 
nental scale. This is the league in which 
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Nomura wants to.play, and it wants to. 


have at least the potential to offer an 
equal range of wholesale as well as in- 





their finest assets lured away to be re- 
packaged into negotiable paper and 
sold by investment banks to the market- 
at-large. Demand for international syn- 
dicated loans, for instance, fell 6095 be- 
tween 1982 and 1985 — and most of 
what was left in 1985 was refinancings. 
The Bank for International Settlements 
estimated recently that securitised is- 
sues accounted for 8076 of all capital- 
market borrowing in 1985, compared 
with 6575. in. 1984 and less than half in 
the early 1980s. — | 
. The world's biggest securities mar- 
ket is the US. It has also proved the 
most difficult for Nomura to penetrate. 
Despite its power to place almost any 
amount of US securities with Japanese 
investors, and despite having been rep- 
resented in New York since the 1950s, 
‘Nomura has yet to be mandated by a 
single US corporation with lead man- 
agement of a domestic public debt issue. 
This may be tact on Nomura's part, a 
desire not to upset US banks by offering 
in their backyard the sort of terms which 
would be necessary to win a first piece of 





tment-banking services. s E 
 Inseeking its commercial banking li- 
 cence, Nomura is covering itself against 
possible long-term trends. For the mo- 
ment, commercial banks continue to. 
struggle with the growth of securitisa- 
tion of debt, which has seen many of. 
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-sues, triple the proportion T 


won jüst 6.4% of the busi- 


¿Daiwa managed US$1.63 
billion, or 23.295. 


aper- H 
ndica 
rate finance. Friendly takeovers happen 
rarely in Japan, hostile ones never yet. 
Nomura has no corporate experience of 
fighting the sort of bid battles for which 
US corporations value most highly their 
investment banks, and in the service of 
which many debt issues are made. 


Perhaps a little tired of banging its | 


head against Wall Street, Nomura has in 


the past year been attacking with a ven- - 


geance the second-largest and much 
more accessible securities market, the 
offshore Euromarkets centred on Lon- 
don. The Euromarkets are an unregu- 
lated, over-banked, cut-throat battle- 
ground of ever bigger and ever more 
complex issues of long-term bonds and 
short-term notes. Most of the issues are 
in US dollars. But in 1984, Japan's 
Ministry of Finance decided to scrap 
most of the rules which had prevented 
companies borrowing offshore ven. 
Nomura made Euroyen issues a spring- 
board from which to go vaulting up the 
league table of all Euro- 
bond lead-managers. 


|: 1985, Euroyen instru- 
ments accounted for 
5.1% of all Euromarket is- 


in 1984. Virtually all the 
mandates to manage or co- 
manage  Euroyen issues 
went to Japanese institu- 
tions, according to figures 
compiled by Euromoney: 
non-Japanese institutions 


ness. Nomura itself man- 
aged Euroyen issues worth 
US$2.6 billion, a 36.6% 
market share; runner-up 


The Japanese houses managed an 


only slightly less comprehensive shut- 
out in all Japanese corporate issues in 


whatever Eurocurrency: the big four 
securities houses between them took 
67% of the business, Nomura once more 
leading with a 19.7% market share, 
equivalent to management. of issues 
worth US$1.3 billion. (An extension 
of Article 65 provides that Japan- 
ese commercial banks cannot lead-man- 
age Japanese companies’ Eurobond is- 
sues.) 

The Euromarket is the place where 
cries of "dumping" are most frequently 
heard: in particular that Japanese 
houses "bought" the Euroyen market 
during 1985 by offering swap terms so 
cheap as to be sure loss-makers for the 
Issue manager. It is also a place, how- 
ever, where there seems to be consider- 
able merit in the conventional Japanese 
long-term business strategy of striving 
first for market share, and worrying 
about profits later. A big corporate bor- 
rower does not shop round: 30-40 






s in US corpo- | 





| at the start of January, had more than 
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| for the full year to 30 September 1986 
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~ shares, which were 
| trading around X 1,000 


doubled to over Y2,200 in mid-June. © 

A major factor behind the price ri: 
was analysts' perceptions of the benefits 
which Nomura would reap during its 
October-March first half from Japan's 
bond market rally. The eventual inte 
figures from the parent company more 
than repaid that optimism, with net pro 
fits of ¥58.7 billion, equivalent to a 
40% gain over the previous year's fir 
half. Han Ong, of the British brok 
Rowak, expects Nomura to report ne 
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parent company profits of 108 billio: 


reflecting a slower second half and 
26.3% overall year-on-year gain. ; 

On a group basis, consolidating No- 
mura’s share of its property, computer 
services, think-tank and other offshoots, 
net profits for the recent interim total 
led ¥85.4 billion, or more than twic 
the Y41.6 billion earned in the whole o 
the 1981-82 financial year. The curren 
fiscal year looks certain to continue th« 
four-year upward trend in group. 
profits, which rose to ¥69 billion in 
year to 30 September 1983; ¥73 billion 
in 1984 and ¥111 billion in 1985. | 

Between 1982 and 1985, Nomura's- 
gross revenues increased 2.2 time 
while its expenses increased 1.8 times 
The difference reflects Nomura's rela- 
tively high base of fixed costs: roughly 
40% of its outgoings are staff costs,- 
which are more or less invariable, while . 
Ong estimates that another 45-50% of 
costs are “only weakly correlated to the 
volume of business." | — Robert Cottrell 
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- Nomura wants to be well up on 
that shortlist where treasurers take 
your calls — and sometimes call you. 
ince the mid-1970s, it has hovered on 
the edge. For 1985, it ranked No. 8 
mong all Eurobond underwriters, but 
aid it wanted to be No. 5 or better. 
-the first four months of 1986 it 
s.up at No. 3 behind only Credit 
uisse First Boston and Deutsche Bank, 
d ahead of Salomon. Brothers. It 
| remarkable achievement, and 
e remarkable still if it can be sus- 
, Nomura's strength in the Euromar- 
et, as elsewhere, is based less on trad- 
ng ability than on placing power. [ts 
ustomer base in Japan backstops the 
iles effort for securities which it under- 
vrites on behalf of issuers overseas. 
Whereas the comic-stereotype Euro- 
bond investor is a Belgian dentist, about 
40-5095: of Japanese-managed Euro- 
bonds are placed in Japan. Some so- 
alled "sushi" issues are structured for 
00% Japanese consumption. 
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"his placing power can equally well 
| be applied to equities: few things 
please Nomura more in its present cos- 
mopolitan frame of mind than to be ap- 
proached by foreign companies, such as 
British Telecom or Cable & Wireless, 
vanting to sell the odd hundred million 
dollars worth of new equity to Japanese 
nvestors. Nomura can do it, and wants 
odo more. It managed the introduction 
of five of the 10 foreign companies listed 
ən the TSE during 1985, contributing to 
a total of US$1 billion net spent by Ja- 
panese investors on foreign equities 
. Rival brokers say that Nomura can 


nly place so assuredly because its cus- 
tomer base is so loyal and undemanding 
— that it can, in effect, load the terms of 
an.issue against the investor and in 
favour of the issuer in order to win the 
business; or take a calculated under- 
writing loss abroad, as it has been doing 
“the Eurobond market, knowing that 
profits from other business at home 
will be strong enough to absorb it. 
This relationship is at least partially a 
inction of the relatively early stage of 
pan's financial internationalisation. 
ymura is well established in foreign 
arkets; Its clients by and large are not. 
They will be more inclined to accept 
omura's judgment until they are bet- 
placed to question it, and more in- 
ned to trust Nomura as à long-estab- 
ed Japanese institution than to trust 
rival British or US investment bank | 
ch may, have been doing serious 
ness in Japan for just two years or 
en.two months. | , 
As Japan's international assets in- 
‘crease, so too will the international ex- 
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lemands of its investors. 
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pertise and demands 
They will be more aware t 
ducts and services brought to them by 
Japanese securities houses might be bet- 
tered by foreign rivals. A Japanese 
securities. house which. then buys à 
foreign deal at a dumping price will have 
to cover the cost itself rather than pass it 
on to its investors. 

If the emergence of a more discern- 
ing customer base in Japan meant sim- 
ply the likelihood of intensified price 
competition. between. different securi- 
ties houses offering similar products, 
the Japanese would be on familiar 
ground. where they have fought and 
won enough past battles. But foreign 
houses also. offer superior services in | 
key areas where the Japanese houses | 

i 
| 





| 


must either smarten up or risk losing 
some business: research and fund man- 
agement. 

Japanese securities houses publish 
research in abundance. Foreign brokers 
say that Daiwa’s is the best of the big 
four, Nomura’s the second-best. Gen- 
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with the past | 


| Nomura started life as 
| a bond-trading house: 
its interim profit-and- 
loss account for the six 
months to 31 March 
1986 suggests that it 
1 might be heading back 
d rie iili that way. Bond profits 
— X40 billion from brokerage commis- 
sions and ¥96.4 billion from trading — 
outstripped stockbroking commissions 
for the first time since Nomura became 
à mainstream broker. Not that stock- 
broking did badly for Nomura: its ¥98.4 
billion in commissions was.7% ahead 
year-on-year, while the other big four 
securitiés houses reported decreases. 
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telephone. 


he Japanese stockmarket has tradi- 

tionally been dominated by short- 
term speculators moving in and out on 
an hourly or daily basis following tips 
and trends; and stable stockholders who 
are in on a 100-year view. Neither group 
has much real use for orthodox com- 
pany research. Neither, for that matter, 
has any particular expectation or desire 
that the stockmarket or individual 
stocks should move in a way susceptible 
to rational analysis. A 

The people who do. want good re- 
search are fund managers trying to find 
stocks which will out-perform the mar- 
ket on a three-month to one-year view. 
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But helped by a steadily appreciating 
yen and a steadily declining discount 
rate, bond-trading profits tripled. 

The Japanese bond market owes its 
strength to last autumn's G-5 meeting of 
international finance ministers, which 
precipitated a sharp decline of the US 
dollar and a corresponding appreciation 
of the yen. Successive Bank of Japan dis- 
count-rate cuts had by March brought 
the yield on long-term government 
bonds below 5% for the first time in 4€ 
years. Investors | 





piled into the market: 
Nomura reported its own trading vol. 
ume of yen bonds was an annualisec 


42% up on the previous ye: 


Almost all new bonds in Japan are 
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|. early.catalyst has | 
, the monopoly of Japan's trust banks and 
life-insurance companies over corpo- 























the breaking of 


rate pension-fund management, by the 
licensing of nine foreign banks to pitch 


for business. The nine may not lure 


away many customers, but they are al- 
ready shaking up the present non-com- 
petitive system of passive clients, arcane 


accounting, and ultra-conventional in- 
-vestment strategy. 


. In addition, a new investment advis- 
ory law has been passed which will 
create à system of registering and later 


licensing professional investment advis- 


ers: some will in time be able to compete 
for management of discretionary ac- 


. Performance-minded fund managers 
want research which is sceptical and im- 
aginative, like that produced by some 
foreign securities houses in Tokyo, 
rather than just comprehensive and fac- 
tual, like that produced by most Japan- 
ese houses. They are also increasingly 
likely to want to know, not just about 
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government issued or government 
guaranteed. Medium-term Japanese 
Government issues — about ¥16 tril- 
lion of medium-term bonds annually — 
are offered by public auction; but most 
of the debt — ¥120 trillion in 1985 — is 
raised by selling 10-year bonds to a fixed 
syndicate of financial institutions. Secu- 
rities companies have for the past two 
years had priority for subscribing up to 
26% of all issues. The rest goes to com- 
mercial banks and insurance com- 
panies, 

The market is open to foreign securi- 
ties companies’ branches, some of 
which — notably Salomon Brothers, 
which has so far concentrated on bonds 
rather than equities in Japan — have 
de handsome trading profits by ap- 
in Tokyo the economic and tech- 
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ompanies in their domestic market, be | 
it Japan, Europe or the US, but com- | 


parative analyses of industries and com- 
panies around the world. US invest- 
ment banks, such as Merrill Lynch, First 
Boston and. Morgan Stanley, are far 
ahead in “globalising” research, spur- 
red by the need to service fast-increas- 
ing Overseas investment by US pension 
funds, which rose last year from US$15 
billion to US$27 billion. Until and un- 
less Japanese houses catch up, superior 
research is one way foreign securities 
houses can and do successfully sell 
themselves in Tokyo. 

Foreign securities houses understand 
fund managers’ needs partly because 
they tend to be substantial managers of 
private and institutional clients' money 
in their own right. Japanese houses can- 


not as yet manage funds on a discretion- 


ary basis, though they can.and do form 
investment trusts for sale to. retail cus- 
tomers. The rising levels of investment 
into and out of Japan, coupled with the 


prospect of discretionary management. 


at home, makes it important now for the 
bigger houses to build up their invest- 
ment management ex- 
pertise, and to project a 
more sophisticated, sci- 
entific image to potential 
customers; Japanese se- 
curities houses do not, as 
a group, have a particu- 
larly good reputation for 
avoiding the types of 
conflict of interest which 
can arise when under- 
writing, broking and in- 
vestment services are of- 
fered within a single or- 
ganisation. 

To emphasise the 
existence of a requisite 
arm's-length distance, 
Nomura’s up-market 
. ftund-management off- 
shoot, Nomura Invest- 





that Japanese brokers have temporarily 
ceased fretting about the paucity of cor- 
porate issues. Japanese companies cur- 
rently have about ¥13 trillion in bonds 
outstanding, roughly 13% of the corres- 
ponding US figure. Nomura president 
Yoshihisa Tabuchi has called for an 
easier regulatory structure — in particu- 


lar an end to the obstructive require- 


ment that bonds only be offered on a 
secured basis. It is technically possible 
for Japanese companies to offer unsec- 
ured bonds, but only subject to coven- 
ants too rigorous for all but a handful to 
meet. 

Further down the road, Tabuchi 
would also like to see the emergence of 
a Japanese commercial paper market. 
US companies now have almost US$300 
billion of these short-term instruments 
outstanding. Japanese companies, to 
their bankers’ relief, have none. 

~n Robert Cottrell 














r other clients ii 
cluding the Japanese Government. . 

Nimco, which was advising on o 
managing the investment of funds tota 
ling US$5.1 billion at the end of 19 
hopes the new law will permit it to b« 
come a discretionary manager of Japan 
ese funds within a year or two. Suc 
move would take Nomura closer to 
goal of winning some Japanese cory 
rate pension-fund management 
counts: it tried three years ago to b 
the trust bank and life insurance co 
pany monopoly by setting up its o 
new trust bank in a joint venture w 
Morgan Guaranty, but was rebuffed 
the Ministry of Finance. n 

























t home, Nimco is a market lead 
"win advising on the investment 
"tokkin" funds, which are short 
trust funds set up by companies to i 
vest their surplus cash while bene 
ing from capital-gains tax conc 
sions. Overseas, its subsidiary Nom 
Capital Management (NCM) is am 
the 100 or so institutions compe 
for management of US pension-f 
overseas assets. The largest such m 
ager is J. P. Morgan, with US$3.1 b 
lion under management at the end 
1985; NCM ranked 22nd, with US$ 
million. | 
It seems almost greedy of Nomur 
want to be managing US export capi 
when its home base of Japan is bu 
leading the world in the rapidity wi 
which it is acquiring foreign assets. B 
for Nomura, to originate business in 
foreign market is valuable not only i 
self but also as a means of counter 
tacking against foreign securities c 
panies looking for business in Japa 
why use a US broker, it can say. 
clients, when even US investors use 
Nomura? | 
Like almost everyone else, Nomu 
wants to be seen to be doing all kin 
of business all over the world. Unlike: 
most everybody else, it is sufficiently b 
to make the aspiration of being a glob 
securities house, with a locally roo 
presence in every major market, mo 
than a mere vanity. And unlike US ar 
European financial institutions, it has 
behind it a domestic economy which, à 
ready the world's largest creditor n 
tion, is still busy accumulating surph 
funds to re-invest abroad, | s 
Compared to the Ferrari-driving 3: 
year-old investment bankers of Wa 






































































sales ladies, and middle-aged Volvi 
driving directors look like creatures o 
bygone age. But they are the shape c 
things to come: not glamorous, rarel 
innovative, but avaricious and see 


ingly indestructible. 


| 
| 








pre predictions of many “scholars 


and statesmen” particularly from 
the South, about the imminent fall and 


_ irrelevancy of the North-South dialogue 
and the notion of “interdependence” in 
- global relationships are about as wrong 


as when Marx ahd Engels foresaw the 
final breakdown of the capitalist system 


in 1850. The free-enterprise system, far 


from falling, is becoming even more 
powerful and entrenched, and exerting 


| aneven more significant role in interna- 
` tional economic relations. 


The fact is that the North-South 


- dialogue and the old concept of “inter- 
i dependence” are still valid, and the de- 


veloping nations of the South have to 
come to terms with this. 
What is disturbing is that, while the 


| South's share of world trade may be in- 


= creasing, there seems to be no visible 
evidence of substantial increase in 


South-South trade. A recent Gatt as- 


| sessment clearly highlighted that, ex- 
| cept for Latin American trade with 


—| Pacific economies, the share of mer- 
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| chandise trade between Latin America 
and Africa for instance, did not show 
| any appreciable increase. Likewise, Af- 
| rican trade with Pacific economies 

= stabilised at 0.2% during 1973-84. 


. On the other hand, North-North 
trade — between North America and 


. Western Europe, North America and 


Japan, and Western Europe and Japan, 
expanded considerably. What is clear is 
that the potentially substantial oppor- 


| tunities for cooperation and mutual 
| benefit in the area of South-South trad- 
ing did not materialise. 


Because of historical links, the flow 


| of trade information, export credit 
| facilities, and transport and communi- 
| cation systems tend to favour the exist- 
_ ing North-South pattern of trade. One 
| of the major obstacles restricting the 


growth of South-South trade is related 
to problems of continuous balance-of- 
payments deficits and low international 
reserves, which have exerted consider- 
able pressure on most developing coun- 
tries to restrict their import and con- 


serve foreign exchange. A great number 


of developing countries import more 
than they export, particularly machin- 
ery and transport equipment and other 


| capital goods from the industrialised 


North. This obstacle is likely to persist. 
In times of global economic reces- 


| sion, all countries, especially the de- 
| veloping nations, are badly hit. During 


the depth of recession, recourse to pro- 
tectionist measures by developed coun- 


| tries becomes extremely damaging to 
| the performance of the economies of 
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| of North and South 


| 


developing countries. Existing South- 
South regional economic groupings 
should be in the forefront in reminding 
developed nations that all nations are 
partners in international trade, that im- 
proved economic performance of the 
developing countries translates into in- 
creased propensity to import goods and 


services from industrial countries. 
THE STAR, MALAYSIA 





The article is based on a paper given 
by Malaysia's Minister of Trade and 
Industry Tunku Razaleigh Hamzah at 
the second South-South conference 
held in Kuala Lumpur in May. 


Of greater importance to the poten- 
tial of encouraging more South-South 
trade has been the establishment of the 
Global System of Trade Preferences 
(GSTP) among developing countries 
and cooperation among state trading or- 
ganisations and multinational market- 
ing enterprises. Negotiations on the es- 
tablishment of GSTP are still facing 
many problems. 

An equally important subject is that 
of the South-South initiative regarding 
the chronic problem of declining com- 
modity prices which have badly affected 
all developing countries. Most of the 
South's export earnings come from pri- 
mary commodities — about 60% or 80% 
if oil is included. In many developing 
countries, there is often a high depen- 





wT5£81 i rav 50 
dence on a few commodity exports. Ex- 
port prices of all commodities including 
oil, have plummeted during the early 
part of this year. 

The World Bank is projecting 
another sharp decline in 1987. The im- 
pact of such a decline has been devastat- 
ing. The loss of foreign-exchange earn- 
ings, real income and fiscal revenue by 
most of the developing countries, has 
been enormous. According to Unctad 
Secretariat estimates, loss of foreign-ex- 
change earnings for non-oil producers 
in 1980-84 amounted to US$38 billion. 

Yet all these have occurred just 
when South-South initiatives have been 
most active. Both the Commodity Price 
Agreements and Group of 77 proposal 
for establishing an integrated program- 
me for commodities, through investing 
in a common fund for the purposes of 
eliminating extreme price fluctuations 
and assuring a certain degree of export 
revenues stability, have apparently run 
into severe problems. The South-South 
initiatives appear to have had no direct 
effect on altering or influencing the 
global trends in commodity prices. 


tructural changes in South-South 

economic cooperation will require 
solution to many of the monetary, credit 
and other financial problems. The most 
serious threat to world economic re- 
covery is the chaotic situation prevailing 
in international financial relations, as 
well as the unprecedented contraction 
forced upon all developing countries. 

Manufacturing exports of develop- 
ing countries have also suffered, not 
only from weak demand, but also from 
emerging new protective measures im- 
posed by the industrialised countries. 
Together, export revenues from com- 
modities and manufactures dropped 
substantially. Hence, the financial re- 
sources to sustain continued economic 
growth of the developing countries be- 
came inadequate. 

The continued deficit in the current 
account of their balance of payments — 
and the rising interest rates on new 
loans — as well as towering debt prob- 
lems and the resultant chronic debt-ser- 
vice ratio, which has reached as much as 
6095 for 86 developing countries, and 
70% for the 20 largest debtors, have 
seriously eroded confidence in the capa- 
city of the majority of developing coun- 
tries to service their debt. 

A major problem common to all de- 
veloping countries — which could possi- 
bly limit South-South cooperation — is 
that despite large growth of their exter- 
nal public debt, no agreement has been 
reached at Unctad or elsewhere on com- 
mon rules and criteria for possible debt 
re-negotiation — and  rescheduling, 
though some ad hoc arrangements have 
been made. Debt relief measures for the 
poorest of the South's developing coun- 
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have not been put into practice by some 
of the major developed countries. 

All these militate against the in- 
terests of developing countries and 
could possibly retard efforts for greater 
South-South cooperation. This had 
raised agonising concern among the de- 
veloping countries of the South leading 
them to propose the establishment of 
the South Bank in 1983 as a commercial 
bank, which will finance trade, promote 
short-term financing for imports, as well 
as co-financing for the South’s impor- 
tant development projects. 

The key questions to the success of 
the South Bank are: first, who will con- 
tribute to the new resources for the 
South Bank and, secondly, will the 
South Bank be another poor man’s 
World Bank without teeth? Because of 
the tremendous financial and liquidity 

roblems faced by most of the develop- 
ing countries of the South, the thinking 
is that the establishment of another 
bank is well beyond the means of the 
poorer countries. They can ill-afford to 
contribute at this juncture. 

There is also the question of South- 
South cooperation in industrial, scien- 
tific and technical fields. The impor- 
tance attached to this question is well re- 
flected by the Lima Target, which calls 
for the South to produce at least 25% of 
global industrial production. 

This target, noble as it is, may not be 
accomplished, even in the medium and 
long term, for two reasons. First, be- 
cause of the current financial crisis. And 
secondly, the various recommendations 
of the Expert Group Meetings of G-77 
held in 1983, such as the one in Vienna, 
on exchange of information of the Eco- 
nomic Cooperation among Developing 
Countries’ industrial activities, the Ha- 
vana Meeting, which calls for the estab- 
lishment of a clearing house on invest- 
ment opportunities in the South, and the 
Rio Meeting for coordinating informa- 
tion on consultancy services and equip- 
ment, emphasised more on exchange 
of information. They lack substance to 
effect a deepening of industrial special- 
isation and the production processes of 
the developing countries of the South. 

The question of private-sector par- 
ticipation to ensure the success of the 
development strategies of developing 
countries, as well as the potentials for 
South-South cooperation through pri- 
vate-sector investment, has not been 
adequately stressed by any of the South- 
South initiatives. Nations of the South 
must be mindful of recent trends in the 
global pattern of direct foreign invest- 
ments. Since 1965, about three-quarters 
of direct foreign investment reportedly 
went to the industrial countries, while 
the remaining one-third was con- 
centrated in the high-income countries 
of Asia and Africa. Developing coun- 
tries with higher income were the main 
beneficiaries of direct investment, 
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In addition, “new forms” of partici- 
pation by foreign investors such as joint 
ventures, licensing, management con- 
tracts, franchising, turnkey operations 
and international sub-contracts have 
emerged. Participation on a non-equity 
basis has become more and more impor- 
tant in Third World countries. The 
scope of encouraging these new forms 
of investment, of inducing the flow of 
foreign investment from industrial 
countries to the developing nations 
(thus reversing the current North-to- 
North trend, as in the case of Japan in- 
vesting heavily in North America) 
needs to be urgently addressed. 

It is now clear that in order to 
achieve success in development 
strategies, and to have meaningful 
South-South economic cooperation — 
as well as to attract sufficient level of 


€ We tend to blame our colonial 
past for our present 
under-development [but] our 
preoccupation with [this] is 
partly responsible for our 
under-development. 
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foreign investment — it is essential for 
developing countries to have continu- 
ous political stability and efficiency in 
managing their national financial mat- 
ters. The developing countries adopt 
and practise different political systems 
which exhibit extreme volatility, as well 
as rapid and frequent changes of politi- 
cal leaderships. The fast turnover of po- 
litical leaders has resulted in discon- 
tinuity of government administration 
and drastic policy changes. 

Frequent changes in political leader- 
ship also lead to mismanagement, inef- 
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administering national and fiscal mat- 


ters. Very often, we hear reports of cor- - 


ruption and embezzlement of public 
funds by people in high office in many 


developing countries of the South. An © 


environment clouded with such uncer- 
tainties, 
stabilities, stifles economic growth and 
is not conducive to encouraging the in- 
flow of foreign investment, and may 
limit South-South cooperation. 

Another factor which limits. poten- 
tial prospects for growth of the develop- 
ing economies is the sheer lack of politi- 
cal commitment to making sacrifices. 
Many developing countries go for quick 
short-term gains, at the expense of long- 
term prosperity. The consumption per 
tern of developing countries is high y 
skewed, while domestic saving tren 
are on the decline. 

Developing countries are also gener- 


ally lacking in political tradition, which — 
explains their eagerness and tendency | 


to politicise issues easily. Such tenden- 
cies find expression in many interna- 
tional forums including Unctad and G- 
77 meetings, whereby issues having 
wide implication. for all countries, big 
and small, are "bulldozed through," 

usually by the bigger developing coun- 


Eua lack of fiscal discipline in 


arising out of political in- 






tries without proper and substantive dis- |. 


cussion by all. This is done in the false 
belief that it will benefit everybody, and 
will be a direct contribution to enhanc- 
ing South-South cooperation. Such ac- 
tion may not always be right. Unless de- 


veloping countries de-politicise, they - 


will continue to have problems about 





trusting each other and making South- | 


South cooperation work. 


Regain economic cooperation | 


on a global basis is not practicable. 


But it has a better chance of success if | 


conducted on a regional or sub- -regional 
basis. Regional economic cooperation 
is not a new concept. It has been tried in 


many parts of the Third World — in . 


Asia, in Latin America and in Africa. 
But, with the exception of Asean, 
perhaps, some of these Third World re- 
gional groupings have broken up. Some 
are withering away. Others are labour- 
ing under great stress. Where have we 
gone wrong? 

The answer, obviously, is not to be 
found in the South alone, but in the 
North as well. I believe that behind the 
concept of South-South cooperation is 
the assumption that since the most pow- 
erful industrial nations of the world 
have become incapable of concerted ac- 
tion to control the present chaotic inter- 
national monetary and economic situa- 
tion, there is a revivalist upsurge in tne 
Third World to turn inward again and 
look after itself on the basis of collective 
self-reliance. 

However, in looking inward, we find 
there are enough problems and obsta- 
cles that force us to realise that effective 
cooperation is a very slow process, that 
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| endure without a ‘certain measure 
{ policy adjustment and reorientation 
| the economies of countries involv- 







































|n our so-called interdependent 
orld, the development problem of an 
idividual Third World country does 
ot end with industrial solution. It ends 
ith a new obstacle to its export pro- 
ucts in the form of trade barriers im- 
osed by the importing countries. And 
he highly destructive game of protec- 
nism is not the exclusive monopoly of 
1e North. It is also indulged in by coun- 
ries of the South. , 
The North imposes trade barriers 
gainst the South without fear of retalia- 
on, because they can always sell their 





p achieved a relatively. re- 
spectable growth rate during fiscal 
986 (ending 30 June), despite a 
eakening rupee and electricity short- 
es. Finance Minister Mohammed 
‘asin Khan Wattoo has estimated that 
ross domestic product growth for 1986 
ould be 7.5% — somewhat lower than 
he 8.8% in 1985 when the indicators 
ere deceptively inflated because of 
oor economic performance in 1984, 
articularly in the farming sector. 
Growth has been more than 6% dur- 
g the current sixth five-year plan 
1983-88). GDP rose from Rs 77.91 bil- 
on (US34.7 billion) in fiscal 1985 to 
S 83.52 billion in 1986, at market 
rices. Total consumption at the same 
me increased from Rs 71.35 billion in 
985 to Rs 74.45 billion in 1986. Econo- 
tic growth in 1986 was fuelled by a 
.% increase in agricultural output. 
he largest push in this sector was m 
vided by a record output of 7.1 mill 
bales of raw cotton — the nation's key 
oreign-exchange earner — compared 
Oo 5.9 million bales in fiscal 1985. 
Wheat production was also a record 
t 13.5 million tonnes, up from 11.7 mil- 
on tonnes in 1985, when 2 million ton- 
es of wheat had to be imported. Rice 
roduction in 1985 was 3.3 million ton- 
es and this is estimated by the Ministry 
f Food and Agriculture to go down to 3 
million tonnes in 1986. Sugarcane out- 
put is forecast to drop from 32 million 
tonnes to 26 million tonnes. 

: The industry sector continued to im- 
prove. in 1986, though at 8.2% its 
growth was a shade lower than in 1985. 
State and private investment fell short 
by 5-6% of the target of Rs 90 billion, 
according to the National Economic 
Council (NEC), chaired by Prime 
Minister Mohammed Khan Junejo. The 
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poses trade barriers against the South be- 
cause they produce almost similar man- 
ufactured goods. In this case, a practical 
answer to South-South trade expansion 
could well be industrial diversification 
and regional specialisation based on 
technological sophistication. 

An issue of vital concern to the South 
is underdevelopment. Countries of the 
South get a raw deal in the world export 
market because they are under- 
developed. Their people, commodities, 
manufactures, natural resources, finan- 
cial institutions, economic manage- 
ment, science, technology and econo- 
mic base are all, in various degrees, 
underdeveloped. We tend to blame our 
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balance of payments wil undergo “a 
considerable improvement," says the 
NEC. “Despite weak external prices, 
exports are expected to increase 19% 
while imports are expected to stay 
below the 1985 level," it says. It also 
noted that remittances. by Pakistani 
workers, mainly in the Middle East, 
rose 5%. This may partly be due to re- 
trenchments, following a drop in that 
region's oil revenues. 

The Ministry of Finance estimates 
the current-account deficit in 1986 will 
be US$1.14 billion — down from the 
US$1.5 billion projected at the start of 
the year. The consumer-price index in 
the first nine months of 1986 rose 5.2% 
against 7.3% in the same period last 
year. The wholesale pus index was up 
3.9% compared to 4.6% in the same 
period of 1985. 

The per-capita consumption of 
energy is still a low 179 kg of oil equiva- 
lent a year — one of the lowest in the 
world. Hydroelectricity is the main 
source of.power supply, but this source 
has. been: tapped almost to the limit, 


1982-83 1983-84 1984-85 1985-86* B 
*Exports for first 11 months, ; 
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the developing South. But the South im- | our pr ! : 
of our ferme: colonial: “masters ‘has 





partly been responsible for our under- 
development. | 

Many of us are still dependent on our 
former colonial masters for much of our 
development, despite our growing ex- 
posure to technological civilisation. The 
crucial question facing the South today 
is whether we want to feel safe under the 
economic protection of our former colo- 
nial masters and remain under- 
developed, or become active and crea- 
tive participants in technological civili- 
sation. Some, especially in Asia, have 
chosen the latter path and are fast on 
their way to joining the industrialised 
nations club. 
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making any further significant increase 
difficult. Neither can the country sub- 
stantially increase its oil im- 
ports as it already has been 
Spending more than half of its 
export revenue on imported 
oil, until oil prices crashed. 

There have been some new 
oil finds. Against the total de- 
mand of 120,000 barrels per day 
(bpd) production is now ap- 
proaching 38,000 bpd — twice 
the production of two years 
ago. The government allocated 
in fiscal. 1986 22% more funds 
to the energy sector than in the 
preceding year. It gets a simi 
larly high priority in 1987, with 
a Rs 16 billion allocation, com- 
pared to the Rs 11 billion spent 
in 1986. 

Exports have continued to stagnate 
at around US$2.5 billion a year, for the 
past six years. Exports in the first 10 
months of 1986 were US$2.45 billion, up 
from US$1.95 billion in the same period 
of 1985, according to the Federal 
Bureau of Statistics. The target set by 
the Ministry of Commerce for 1986 is 
US$3.1 billion. 

Pakistani officials cited poor terms of 
trade and recession in the international 
market for continued low imports. Cot- 
ton, for instance, is fetching a low 31-35 
US cents a pound, which has largely 
offset the advantages of a bumber crop 
this year, compared to prices Jute 
higher last year. 

The rupee declined from Rs 
9.90:US$1 in January 1981 when it was 
floated, to Rs 16.88 in June this year — 
down 58.6% over the period. 

Wattoo denies that the government 
has agreed to bring down the value of 
the currency further in line with persis- 
tent advice rumoured to have come 
from the IMF and the World Bank. 

| — Mohammed Aftab 
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Hitachi's wide-ranging technol- 
ogies in communication (from 
left to right): optical fibers, image 
signal processor, advanced 
telephone exchange system, 
satellite communication, and 
machine translation system. 





Communication is not simply sending 
a message. . .it Is creating true understanding — 


swiftly, clearly and precisely. 


| know he's trying to tell me something: 

but what does he really mean?" In our world 
of proliferating technologies and new termi- 
nology, this kind of question is asked a lot. 
Here is what we are doing about it. 


Hitachi's scientists and technicians’ long- 
term goal is to break the language barrier. 
They are diligently at work today on an array 
of projects that will vastly improve the com- 
munications of tomorrow. 

For example, we've made tremendous 
progress on a system to translate Japanese 
into English. 

This system can be used to translate 
various scientific/technical papers and 
machinery/equipment manuals. Special 
“glossaries” can be developed to adapt it for 
fields as diverse as medicine, electronics and 
aeronautics. Further development could lead 
to automatic telephone translation or even 
portable verbal translators for travelers. 


In addition to the machine translation 
System, Hitachi's research specialists are also 
developing advanced transmission systems 
that send your phone calls or business data 
across great distances using hair-thin optical 
fibers and laser beams. They are also working 
on other new methods of communications, 
such as advanced telephone exchange 
Systems, satellite communication systems, 
TV conferences, and so forth. At the root 
of much of this is our highly advanced 
computer technology. 


We link technology to human needs. We 
believe that Hitachi's advanced technologies 
Will result in systems and products that are 
functionally sophisticated but easy to use. Our 
goal in communications — and transportation. 
energy and consumer electronics as well- 

Is to build products and systems that will 
improve the quality of life the world around. 
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Corporate financ 
Morgan Guaranty in thi 


Financial markets around the 
world are changing, and be- 
coming more interdependent. 
That's particularly true in the 
Asia-Pacific region, where the 
potential for growth is one of 
the highest in the world. With 
corporate finance specialists 
headquartered in the region's 
major financial centers, 
Morgan Guaranty is strategi- 
cally positioned to find new 
opportunities throughout the 
area and make them work for 
clients. 


In the Asia-Pacific Morgan 
Guaranty concentrates its corpo- 
rate finance expertise in Japan, 
Hong Kong, Australia, and Sin- 
gapore, drawing on Morgan 


knowledge and resources there 
and throughout the world to cap- 
italize on market developments. 
Heres how this strategy works. 
Japan. Recently Morgan 

Guaranty Ltd put together a ¥5 
billion syndicated loan to China 
International Trust and Invest- 


ment Corporation, the first trans- 


action of its kind arranged for a 


borrower in the People’s Republic. 


Morgan was lead manager for 
the transaction, together with a 


key Japanese insurance company 


and a major Japanese bank. 
This financing involved a series 


of cross-currency swaps, and was 


coordinated with several Morgan 

Guaranty offices in the region. 
Hong Kong. late last year for 

Hong Kongs Mass Transit Rail- 


Morgan Guaranty Trust Company 





way Corporation we structured a 
HK$700 million issue that fea- 
tured 10-year bearer participation 
certificates, exchangeable at the 
holders option into one-year cer- 
tificates. This issue introduced 
the exchangeable structure to 
Hong Kong dollar and fixed-rate 
markets. 

Australia. When Comalco Ltd. 
acquired the U.S. aluminum 
assets of Martin Marietta in 1985, 
Morgan Guaranty Australia Limi- 
ted was Comalcos advisor on struc- 
turing the overall financial pack- 
age for the acquisition, which was 
valued at about US$400 million. 
Morgan Guaranty in New York also 
acted as agent for a US$115 million 
syndicated bank credit that pro- 
vided part of the funding. 


lients count on 
.sia- Pacific region 


Singapore. lo capitalize on op- — —and a market-maker in foreign Innovation. Morgan is known 
portunities in the regions rapidly currencies, bullion, Eurobonds. for structuring innovative, lower- 
growing financial markets, Bank government bonds, and swaps cost financings that meet bor- 
Ekspor Impor Indonesia wanted of all types. rower and investor needs alike. 
to establish a foreign exchange Advisory services. Our corpo- For two consecutive years, our 
and money-market unit for its ex- rate finance experts and our major competitors, in a poll by 
panding international network. Financial Advisory Department Euromoney, have voted Morgan 


Bank Ekspor Impor gave Morgan help clients with capital structure the most innovative firm in the 
Guarantys Singapore office acon- analyses, joint ventures, growth capital markets. 





tinuing assignment that has in- strategies, mergers and acquisi- Call in Morgan. Ask how we 
cluded setting up training pro- tions, and alternative financing can put our corporate finance 
grams, and designing and imple- ^ techniques. We have more than strength to work for you. 
menting management controls 100 professional analvsts in of- 
and systems fortrading,operations, fices around the world. 
and communications activities. Capital strength. Every trans- N lorgan Guaranty Trust Comp i 
Corporations, governments, action we do is backed by Morgan's of New York, with princip al Asia- 
and government agencies callon financial strength—almost $6 bil- Pacific offices in Tokyo, Hong 
Morgan Guaranty for a unique lion in primary capital. This en- Kong, Melbourne/Sydney, and 
combination of strengths: hances our role as principal and Singapore. 
Market-making. Morgan is can reduce client costs and risks 
active in all major capital markets in transactions we arrange. Morgan Guaranty 
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"| get as much pleasure pouring it 
for others as I do for myself" 








Sunshine and an Indian summer 


€ TO start off with Khoo Teck Puat is 
one thing; to end up with Lee Ming Tee 
is quite another. If Sunshine Pacific is 
the best Standard Chartered (SC) can 
do for an ally in its battle against Lloyds 
Bank's takeover bid, and Lloyds does 
stand firm at £7.50 (US$11.25), the 
confrontation looks more like a war 
of nerves than a bare-knuckle prize 
fight. 

It might be, of course, that the vari- 
ous "customers," with whose help SC 
hopes to safeguard its independence, in- 
clude many names more bankable than 
Lee, but none so anxious as Lee to have 
their names bruited around in such 
exalted company. It might equally well 
be that, with no white knight as yet 
in sight, a premium is being placed 
on any flim-flam which might encour- 
age Lloyds to raise its bid in the 
few days which remain for a revi- 
sion. 

Any prospect of deliverance through 
official intervention faded on 20 June 
when the British Government, which 
might have spiked Lloyds' guns with a 
three-month anti-trust inquiry, said that 
it would not be referring the bid to its 
Monopolies and Mergers Commission. 

As things stand, Lloyds could scarce- 
ly have had an easier run. It has 
left an offer of £7.50 on the table, 
untopped, for two months now, and 
watched SC's share price sink slowly 
back down towards it. SC says any bid 
below £9.39 would be daylight robbery. 
In support of this contention, it commis- 
sioned an appraisal by Goldman Sachs 
of its most obviously saleable asset — 
the US subsidiary Union Bancorp (UB) 
— which is now said to be worth about 
£560 million or £3.60 an SC share. Strip- 
ping out UB from the rest of the SC 
group, a — say — £8.50-a-share bid 
would mean that Lloyds in effect paid 
£763 million for the non-US SC assets 
which last year earned pre-tax profits of 
£219 million. 

Not a very dear entry multiple for a 
gaggle of fully licensed banks in 20 
countries around the world. And, as SC 
has again helpfully pointed out, net pur- 
chase cost could be further reduced by a 
local sale of shares in SC's Hongkong 
operation. SC says the Hongkong busi- 
ness produced pre-tax profits of £27.9 
million in 1985, on total assets of £3.7 
billion: a Cathay Pacific-sized placing 
of a third of a newly incorporated 
"Stanchart Hongkong" could presuma- 
bly raise HK$1.5 billion (US$192 mil- 
lion) or so while posing no threat to pa- 
rental control and giving the bank use- 
fully stronger local roots. 

The willingness of SC chairman Lord 
Barber to put a price-tag on his bank has 
the incidental effect of devaluing his 
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previous objections that “Lloyds and 
SC are structurally incompatible," and 
that “where Lloyds has set foot outside 
its UK domestic bank, the record is er- 
ratic and unconvincing." The revised 
message seems to be that a face-saving 
extra pound or two would help Lord 
Barber discover all manner of previ- 
ously unperceived structural com- 
patibilities and redeeming managerial 
qualities at the sign of the black horse. 
€ NOT even a British clearing bank is 
likely to bid itself up from £7.50 to £9.39 
in an uncontested auction, however 
often Lord Barber may hint at an offer 
from the chandelier. But why, Lloyds 
must be asking itself, does nobody else 
want this rich prize? Why the eerie si- 
lence? 

Part of the answer is presumably 
South Africa: not just the possible 
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Bombay Stock Exchange: indigestion. 


losses at — or loss of — Stanbic, the SC 
associate which owns Standard Bank of 
South Africa, but the very prospect of 
taking on board, at so sensitive a time, 
such a political and public-relations lia- 
bility. Britain is one of the few countries 
which considers Pretoria to be politi- 
cally acceptable, and British clearers 
among the few banks which continue to 
pretend that doing business there is just 
like doing it in any other part of the 
world. 

The price of SC shares, hovering re- 
cently around £8, suggests that the mar- 
ket does not expect another bid, and is 
none too confident of Lloyds’ generos- 
ity. But the market has been wrong once 
before, chasing the shares up to £8.70 in 
the expectation that Lloyds’ initial offer 
would be quickly topped. In takeover 
terms, £1 billion is not a lot these days, 
and solvent banks are rarely on the block. 
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e THE Merrill Lynch-UTI India fund | 
has been a roaring success at the sub- | 
scription stage: but how will it perform — 
as an investment? Participants will start | 
finding out on 7 July, when the fund | 
managers dip a first toe into Bombay’s | 
shark-infested waters. $ 
Dull it will not be, at least judging by | 
some of the market activity during June, | 
when the Economic Times Index hit 550 | 
on 3 June, within a whisker of its 559 | 
pre-budget peak, only to slip back 20 | 
points over the next two weeks. There 
are still plenty of speculative buyers in | 
the market. But the middle-class invest- | _ 
ors who could be relied upon last yearto | 
over-subscribe any number of public | 
flotations have become conspicuously | 
less euphoric. Six new equity issues | 
have languished under-subscribed in | 
May and June. T78 
Some indigestion is inevitable after | 
the past year's rate of new capital-rais- | 
ing. Companies sold new securities | 
worth Rs 8.14 billion (US$646 million) | 
in the year to March 1986, compared | 
with Rs 3.3 billion in an already-busy | 
1984-85. But the problem is as much | 
with quality as quantity. Most new com- - 
panies floated in India are start-ups. | 
Some of the more opportunistic flota- | 
tions which were welcomed uncritically | 
in last year's bull market are now prov- - 
ing to be dubious or unmarketable. i 
More duds are likely to emerge, and | 
more small investors are likely to be dis- — 
enchanted. 4 
€ ONE of the most curious recent fea- | 
tures of the Bombay market has been 1 
the affair of the Reliance convertibles 
— not a brand of English sports car, but 
bonds issued by the very go-go Reliance | 
Industries group. The oddest thing . 
about the convertible debentures was - 
that they were, in theory at least, non- 
convertibles: they were bonds with no 
provision for swapping into equity. . 
Still, usually well-connected brokers 
started about the middle of May to | 
move out of Reliance shares and into its $ 
E and F series debentures, possessed as | 
if spontaneously by the belief that Re- | 
liance would shortly announce the op- | 
portunity to convert three debentures 
into two shares. While the shares ho- | 
vered around Rs 370-390, the deben- 
tures soared from Rs 120 to Rs 220 in | 
two weeks. | 
So far, so good, except that the In- | 
dian Government interrupted to an- | 
nounce on 10 June that it would defi- | 
nitely not allow non-convertible deben- | 
tures to be swapped into equity. Re- | 
liance's stopped-up bonds collapsed - 
overnight, the E series to Rs 135, the F |. 
series to Rs 125: its reputation asa well- | 
connected glamour stock has gone toa | 
discount. E 
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s nuclear-power industry is 
ising plans to develop uranium 
jurc China in a private effort to 
rsify sources of supply away from 
Africa and Australia, anda pub- 
ure to help Peking earn more 
ign exchange. After two years of 
0 Japanese companies have 
| agreement to participate in a 
ure with China that plans to 
yum at Qinglong in Hebei pro- 
ese Government sources 








ica in particular is re- 
s a less reliable uranium 
in the long term because of its 
H _ political instability — and 
le the Japanese industry is commit- 

to some Australian uranium-mining 





Reasonably assured resources 


— with uranium price... 


‘marginal compared with 
cent investment in other coun- 
scramble by the major nuclear 
r uranium-mining rights in 
| ) seems to have impressed 
apan the need to be first in China. 
g to the Ministry of Inter- 
ade and Industry, China's 


E A broad framework for co- 
| in this and other areas of nu- 
ver development, such as 
age, was contained in a nu- 
y. cooperation agreement 
th countries in July 1985. 
companies in the China 
: ct belong to the Uranium 
Development Committee 
RDC), set up in 1978. Committee 
which include power utilities, 
ding houses and mining interests, say 
re rves at Oinglong would 


n is traded in 


uclear Fuel Deve- 


jects, this commitment appears in- 


or the joint mining - 


hort tons of re- | 


. The Japanese | 


clear reaction — 


€ firms will help China mine its uranium reserves 





lopment Corp. (PNC) is also a member 
of the URDC, and in May 1984, after 
four years of talks initiated by Japan, 
signed a separate agreement in Peking 
for uranium exploration. PNC person- 
nel are constantly in China for survey 
work, lately concentrated on the Sino- 
Burmese border. 

Uranium deposits at Qinglong were 
surveyed last year by URDC members, 
and a mining feasibility study is to begin 
in July or August. This study will take 
about three years to complete. After the 
construction of extraction and refining 
facilities, mining is expected to begin in 
the mid-1990s. 

Support for uranium imports from 
China is growing within a broad cross- 
section of Japanese industry, and 


uranium 


resources 


uranium increasingly is being singled 
out as one item Japan could import to 
help reduce its trade surplus with China. 
The newly formed Japanese committee 
to promote imports from China, headed 
by Hideshiro Saito, chairman of Japan's 
big-business lobby Keidanren, in June 
added uranium to its recommended 
China shopping list. 


QS hina’s sixth Five-Year Plan (1981- 





W 85) targeted generation capacity of 





' 240 gW of electricity by the year 2000. 


Of this; nuclear-power stations were to 
account for 10 gW. So China has to 
build more than 10 nuclear power sta- 
tions each generating 900-1,000 mW. 
The seventh Five-Year Plan is under- 
stood to have revised the recommended 
total nuclear power capacity to 15-20 
gW. Japanese industry estimates China's 
uranium ore reserves at 180,000 tonnes 
and calculates that, after deducting the 
uranium China will need for its own nu- 
clear plants, 15 gW of capacity could be 


supplied for 30 years from the remain- | 


ing volume. 


China and Japan are also stepping up 


| joint research into low-level nuclear- 
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want it shipped p TM; 
Japan. Plans for dis 


Pacific Ocean hav 


> been thwarted by 


China could provide Japan with the 
dumpsite it needs, though neither Pe- 
king nor Tokyo have said as much. A 
joint study begun this year by the Japan 
Atomic Energy Research Institute 
(JAERI) and China's Nuclear Energy 


Ministry is examining the environmen- 


tal impact of underground leakage of 
drum-stored nuclear waste, reportedly 


REVIEWT ABLE by Andy Tang | 
at a site in China. If this study, an exten- 
sion of simulation studies conducted at 
JAERIs research centre at Tokai, 
Ibaragi prefecture, proves either that 
the drums will not leak or that damage 
caused by leakage can easily be con- 


tained, Tokyo may use the findings in an 


effort to negotiate joint storage of nu- 
clear-waste in China. 


Japan is believed at present to have 


concluded long-term contracts for the 
supply of about 170-195,000 tonnes of 
uranium ore from seven countries, ful- 
filling its needs until around 1995. Be- 
cause the refined uranium (yellow- 
cake) is mostly exported to the US, with 
some going to Europe, for enrichment 
and re-export to Japan, it is impossible 
to determine the original source from 
Japanese Ministry of Finance statistics. 
Neither the government nor power 
companies will disclose the quantity 
contracted from a single source. 
Australian officials in Tokyo have 
for some time been trying to find out 


Australia's share of Japan's uranium. 


market (power companies will not dis- 


close the total volumes even to Austra- - 


| lian Government officials). Australian 
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estimates vary from 11-16%. When 
Australian Prime Minister Bob Hawke 
visited Japan in May, he said Australia’s 
market share was 13%, and asked 
Prime Minister Yasuhiro Nakasone to 
raise it to 3075. The request does not ap- 

ear to have been taken very seriously 
in light of intensifying efforts to develop 
alternative reserves. 

Canada is said to be supplying Japan 
with around 40% of its uranium. This 
dependence is expected to be main- 
tained or raised by the Japanese oil 
company Idemitsu Kosan's Cigar Lake 
Mining Corp. joint venture with Cana- 
dian and French companies. Uranium 
deposits at Cigar Lake, Saskatchewan, 
are estimated at 192,500 short tons. 
Mining is to begin around 1995. Japan's 
biggest utility, Tokyo Electric Power 
Co., is known to have contracted 3,000 
short tons of Canadian uranium over 20 
years, and began taking delivery (mean- 
ing shipments to enrichment-service 
countries) in 1984. 

Kansai Electric Power Co. in 1982 
concluded an agreement with South 
Africa for uranium supply over 10 years. 
Japanese interests, led by the PNC, are 
understood to be in fierce competition 
with European and US companies for 
uranium-mining rights in Niger whose 
uranium reserves are ranked sixth in the 
world. 

Only 0.7% natural 
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uranium, the part called uranium-235, 
can be “burned” (in light-water reactor 
fuel rods) as fuel. The remaining 99.3% 
— uranium-238 — cannot be used as 
fuel. Enrichment expands the useful 
uranium-235 content to 3%. Operating 
a nuclear reactor of the 1-gW class re- 
quires about 25 tonnes of enriched 
uranium produced from 120 tonnes of 
natural uranium. Japan has pilot enricb- 
ment plants in operation, but it still 
depends on the US Department of 
Energy (DoE) for about 90% of its 
enriched uranium, and Eurodif, the 
European uranium processor, for the 
other 10%. 


Acorns to the OECD, Japan re- 
quired 5,800 tonnes of natural 
uranium in 1985, but this will jump to 
12,000 tonnes by the year 2000. While 
Japan last year had the capacity to en- 
rich only 50 tonnes of uranium annually, 
the OECD says it plans to increase this 
capacity to 9,500 tonnes by the end of 
the century. Thus, Japan will free itself 
to a large extent from dependence on 
US and European nuclear services. 
Plans are also afoot to build nuclear- 
fuel reprocessing plants, which will en- 
able Japan to complete the nuclear-fuel 
cycle, in which uranium and plutonium 
are produced from used nuclear fuel. 
Because plutonium is a nuclear explo- 
sive directly usable in nuclear weapons 


ASIA TELEVISION LIMITED Proudly Presents 


“THE RISE OF THE 
GREAT WALL” 








A sweeping historical costume epic dubbed into English, 
featuring the leading film and television stars 


of Hong Kong. 


This spectacular series is currently 
airing now on our English Language 
Channel every Saturday night. 
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. as well as for nuclear fuel, the US and | — 
other nuclear-service countries supply | 


enriched uranium on condition that 
their permission is obtained before the 
spent fuel is reprocessed by the reci- 
pient country. Since experiencing some 
difficulties in obtaining reprocessing 
permits from the US under the Carter 
administration, Japan's nuclear plan- 
ners have set the goal of lessening de- 
pendence on US nuclear services. 


One result expected by the Japanese - 


industry is more price-cutting for 
uranium enrichment. Evidently in reac- 
tion to European competition, the 
DoE from October is reducing its en- 
richment fee to US$119 a tonne, from 
US$125 in 1985 and US$135 in 1984, 
The Agency of Natural Resources 
and Energy forecasts that by 1995, 50 
nuclear power stations will be operating 


to produce around a third of Japan's. 
electricity requirements. At present, 33 


nuclear plants generate about 25%, 
making Japan the world's fourth-largest 
nuclear-power generator, after the US, 
France and the Soviet Union. Total Ja- 
panese nuclear-power output topped 
the 20 gW-level in January 1985, after 


exceeding 10 gW only in 1978. The - 


agency boasts that since its switch to Ja- 
panese-built reactors, Japanese nuclear 
power plants are operational for about 
74% of the time, which it claims is the 
world's highest performance rate. 
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Malaysian tin opener 
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The Kuala Lumpur market looks to an international role 


By Paul Handley in Kuala Lumpur 


he actors in Malaysia's tin industry 

have finally agreed on a plan to re- 
suscitate the Kuala Lumpur Tin Market 
(KLTM), through the inclusion of 
foreign-smelted tin. But an industry- 
wide task force's recommendations that 
the market should be internationalised, 
and should offer futures contracts, are 
expected to stall when details are 
worked out. Sceptics expect the govern- 
ment to baulk at the need for liberalised 
currency controls and foreign delivery 
points for tin contracts. 

At the same time, a M$70 million 
(US$26.6 million) miner's price-sup- 
port plan devised by the Ministry of Pri- 
mary Industries is expected to hit resist- 
ance when presented to the cabinet. 

At the urging of Primary Industries 
Minister Datuk Paul Leong, the task 
force drew up a set of recommendations 
for revival of the KLTM by: 

» Opening up trading to tin smelted 
abroad, at least that of Thailand and In- 
donesia. 

» Allowing the re-trading of tin by all 
parties. 

» Offering tin futures contracts on the 
Kuala Lumpur Commodity Exchange 
(KLCE ). 

» Establishing delivery points for 
KLTM tin in Singapore and other loca- 
tions. 

» Considering the use of foreign cur- 
rency in the market. 

There has been a steady decline in 
the price of tin, and trading volume has 
continued low. since the KLTM re- 
opened on 3 February. (The market 
closed on 24 October, a day after the 


shutdown of tin trading on the London 


COMPANIES 


Metals Exchange.) KLTM volume has 
averaged about 50 tonnes a day for the 
ast eight weeks, and prices have stead- 
ily fallen from M$20 a kg in mid-March 
to just above M$14 a kg during June. 
Miners say M$14 a kg is well below their 
productión costs, and that present sell- 
ing reflects the desperate need for cash. 

On the other hand, volume on the 
grey market of the Malay peninsula, 
traders say, surpasses KLTM volume — 
though these unofficial prices follow 
those of the KLTM and are often 
slightly less. The grey market is popular 
because it represents tin for immediate 
delivery, while traders on the KLTM 
have a 45-day delivery option. The big- 
gest grey-market sellers have been larger 
producers such as Malaysia Mining Corp. 

The proposal to set up futures con- 
tracts for tin traders here is considered 
the most significant of the task force's 
recommendations, and Leong has al- 
ready voiced his support. The market 
has been without a hedging mechanism 
since the LME shutdown, and traders 
say it could lend more international cre- 
dibility to an enlarged KLTM. 

But they also say it is questionable 
whether the government would be will- 
ing to allow futures contracts in US dol- 
lars, the preferred foreign currency. If 
not, the government would have to in- 
spire more confidence in the Malaysian 
dollar to allow traders to take a 12- 
month position, the maximum contract 
suggested by the KLCE. And making 
Thai and Indonesian tin eligible to trade 
on the market would require changes to 
ensure easier conversion and repatria- 
tion of profits. 
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KLTM officials are confident that 
Thailand and Indonesia would willingly 
take part if solutions to these problems 
can be reached. But the market would 
also have to accept foreign delivery 
points, and expand Penang's ability to 
take in and store foreign tin. Most im- 
portant would be Singapore deliveries, 
for Singapore — despite its denials — 
has been the centre of the grey market, 
and smuggled tin, for years. 

Politically, it is felt, it will be difficult 
for Malaysia to accept the Singapore de- 
livery. It was in part rumours of a Singa- 
pore tin market which prodded the 
KLTM to consider the changes. 
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Xx task force has finally accepted that 
closing off the market to foreign-re- 
fined tin — Australian and Thai tins 
have been traded before on the KLTM 
but only when smelted in Malaysia — 
will not result in higher prices. The 
smelters see internationalisation as a 
chance to boost their throughput, while 








No beer, no skittles 


A Philippine company emerges unscathed from sequestration 


By Jose Galang in Manila 


he Philippine Long Distance Tele- 

phone Co. (PLDT) may have set an 
example for other companies which are 
targets of sequestration moves by the 
Presidential Commission on Good 
Government (PCGG). Quite unlike the 
mess left by industrial leader San 
Miguel Corp. when it collided head-on 
with the PCGG (REVIEW, 5 June), the 
management of PLDT opted to work 
out an arrangement that would satisfy 
both sides. 

Thus, at the end of the stockhold- 
ers meeting on 18 June, the PLDT man- 
agement remained virtually intact. 


Antonio Cojuangco, son of Ramon 
Cojuangco, head of the communica- 
tions company when it was acquired by 
Filipinos from the original US owners in 
1967, was elected president. Alfonso 
Yuchengco, an early business associate 
of Ramon Cojuangco (who died in 
March 1984) and recently appointed 
Philippine ambassador to Peking, was 
re-elected chairman of the board. 

The shareholders meeting had ear- 
lier been expected to be as rancorous as 
the 13 May San Miguel meeting which 
was stopped by the government from 
holding its scheduled board elections. 


The PCGG is the new Philippine Gov- 
ernment's agency hunting down assets 
that were illegally acquired by officials 
and associates of the previous adminis- 
tration. Former president Ferdinand 
Marcos is suspected to have owned, 
through certain **cronies" and nominees, 
shares of PLDT. 

Businessman Jose Campos had ad- 
mitted before the PCGG that he had 
acted as a front for Marcos. The PCGG 
sequestered 20 shell companies set up 
by Campos which were used in buying a 
sizeable block of PLDT shares. The 
PCGG also took over Prime Holdings 
Inc., which Campos said he set up for 
Marcos and was managed by another 
Marcos associate. Prime Holdings owns 
46% of Philippine Telecommunications 
Investment Corp.(PTIC), which in turn 
owns 26% of PLDT. 

In the week preceding the PLDT 
shareholders meeting, Antonio Co- 
juangco, who had been senior executive 
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traders see greater participation as a 
chance to increase their business. 

But the miners have not so easily ac- 

. | ZLITI bil r 
cepted the idea, especially the dozens of 
small Chinese miners whose gravel- 
pump mines can only continue opera- 
tion when tin sells for at least M$18 a kg. 
As the All Malaya.Chinese Mining As- 
sociation (AMCMA), they have re- 
peatedly accused the smelters and trad- 
ers of colluding to keep prices down. 

To back their point, the AMCMA 
formed its own marketing body, Tinex, 
to shore up prices by marketing most of 
the members’ tin, either selling directly 
to the buyers, smelting the ore on a toll 
basis, or selling as a member of the 
KLTM. M$14 a kg is an artificially low 
price, insists, AMCMA spokesman 
Datuk Hew See Tong. 

In March, the group attempted to 
defend a M$18 a kg price. But traders 
said that, a day after the group set the 
agreement, AMCMA members were 
privately offering their tin at market 
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mining: jobs at stake. 





Malaysian tin 









vice-president and chief operating of- 
ficer of PLDT since his father's death, 
wooed the two PCGG representatives 
who had been named to vote on the 
PTIC holdings. Although no details of 
an apparent compromise has surfaced 
so far, the PLDT move succeeded in en- 
suring a smooth election. 





he strategy also successfully coun- 

tered an adverse report prepared by 
a separate team set up by PCGG to look 
into PLDT affairs (the team was set up 
upon suspicion that Marcos had far 
larger holdings in the firm than were 
apparent). The team listed what it 
called anomalous transactions involv- 
ing PLDT management officials. These 
transactions involved, the report said, 
illegal foreign-exchange deals, viola- 
tions of central-bank regulations, and 
kickbacks on certain contracts. 

The PCGG team, headed by lawyer 
Luis Sison, recommended that the gov- 
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prices, or M$2-3 less. On 19 June, a day 


after the task-force meeting ZJAMCMA: 


officials met with Thai minersin Kuala - 


Lumpur to discuss strengthening the 
market and then announeéed their inten- 
tion to defend a M$16 a kg price. Yet in 
the two trading days after the meeting, 
volume and prices remained constant. 


he association was also angered by a 
smelters’ plan, made public in 


| March, to tighten up credit advanced to 


the miners to finance production. The two 
smelters, Datuk Keramat Smelting and 
Malaysian Smelting Co., had made 
some M$80 million in advances to min- 
ers with only the tin as collateral, and 
Malaysian Smelting found its advances 
held a higher value than the tin concen- 
trates pledged. The smelters have tradi- 
tionally been the sole lenders to the 
miners, and the miners saw the move as 
another conspiratorial blow. 

The AMCMA was brought into line 
with the KLTM by offers of support 





ernment sequester the Cojuangco hold- 
ings in PLDT. The commission, how- 
ever, sat on the proposal. At the stock- 
holders’ meeting, a PCGG official even 
distanced himself from the team and 
refused to aid Sison who saw his motion 
that the elections be delayed voted 
down. 

The role of Yuchengco in the meet- 
ing was also earlier the subject of specu- 
lations. Although identified with the 
government now, he is a long-time asso- 
ciate of the family that now runs PLDT. 
At one point, Yuchengco was reported 
to be considering resigning because of 
conflict of interest. On the other hand, 
Yuchengco's presence is also expected 
to balance the management of the firm. 

PCGG officials said the findings of 
alleged irregularities in the company 
will bé taken up with the PLDT man- 
agement “at the appropriate time" in 
the future. Meanwhile, they prefer to 
assure the telephone firm's officials that 








| likely to occur if prices remain below 


| prices will move up to the M$18 mark. 


| feated by the cabinet. World supply has 


| able to produce at M$18 a kg. The pro- 


more than a year. 





from the Ministry of Primary Industries. 
The: ministry is "submitting a"plan to 
grant soft loans to the gravel-pump min- 
ers to make up the difference between 
the selling price and a M$18 a-kg break- 
even price. About M$70 million would 
be set aside for the loans which, accord- 
ing to Leong, would carry 6% interest, 
and would only be extended to miners 



























gramme, insists Leong, will not last 


Such a programme would allow the 
government to prevent the permanent 
closure of some 110 mines, which is 


M$15, as is feared, over the next 12 
months. The number of operating 
mines would fall to 60 at the present 
price, with a productive capacity of only 
12,500 tonnes a year, without support. 
With support, 170 mines will be kept in 
operation, Leong predicts, and capacity 
kept at 23,000 tonnes a vear. In addi- 
tion, employment in the mines without 
the support will fall 5095. 

The miners predict that after a year, 








but this is widely disputed, and could 
cause Leong's programme to be de- 








not fallen off, if existing stockpiles are 
considered. Bank creditors to the col- 
lapsed International Tin Council hold 
some 40,000 tonnes of stocks which are 
slowly being released into the market. 
Malysia's production is expected to be a 
steady 20-24,000 tonnes this year, and 
Indonesia's 23,000 tonnes. Other major 
producers such as Thailand, Brazil and 
Bolivia are also holding to last year's 
production levels. 

Thus, it is difficult to seé how prices 
will rise to the M$18 level the miners pre- 
dict for late 1987, or the M$20-24 range 
foreseen for 1988. Given this and other 
hurdles, analysts say revamping of the 
KLTM could take at least six months. Oo 





















though no heads rolled they will be 
breathing down their necks. 

At around the same time, unhappy 
San Miguel was still picking up the 
pieces left by its collision with the 
PCGG. The beer-and-food giant has 
terminated negotiations with US-based 
Anheuser-Busch International Inc. for 
the sale of the wholly owned Hongkong 
subsidiary San Miguel Brewery. In the 
face of opposition from the PCGG, the 
Philippine parent had tried to sell its 
Hongkong operations to raise funds for 
an attempt to buy back a block of 33.13 
million shares sold in 1983 to former 
coconut tycoon (and Marcos crony) 
Eduardo Cojuangco. 

The share block has since been 
sequestered by the government and the 
government has placed seven of its 
nominees on the 15-member San 
Miguel board. Cojuangco had used a 
fund from a Marcos-decreed levy on coco- 
nut products to acquire the shares. D 
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By Manik de Silva in Colombo 

olombo applauded when news was 
Ww received that the Sri Lanka Aid 
Consortium meeting in Paris on 19 June 
had pledged US$703 million in assist- 
nce, up from US$480 million a year 
arlier. The increased pledges, up 46% 
in nominal terms and 23% in real terms, 
were obtained in the face of adverse 
ublicity on the separatist war being 
ged in the north and east by Tamil 
rillas which has resulted in escalat- 
g violence and terrorism. In addition, 
mil and human-rights groups lobbied 
hard against foreign assistance for the 
Colombo government. , 

The outcome of the meeting was a 
ause for satisfaction for Finance Minis- 
r Ronnie de Mel. As the leader of the 
Colombo delegation to the World Bank 
and IMF-sponsored consortium meet- 
ing for the ninth consecutive year, he 
was acutely conscious of the hostile cli- 
iate surrounding the event. In the 
ieeks preceding the meeting, he made 
1any speeches stressing the importance 
à political solution to Sri Lanka's 
inic confrontation. 

In àn 88-page report on Sri Lanka's 
ent economic situation and out- 
, the World Bank reached a posi- 
conclusion, despite the negative 
allout from the continuing violence. 
‘he bank said that while the US$700 
illion commitment was unusually 
igh, this could be accounted for by two 
ig hydroelectric-power projects, which 
he donor nations will assist. It pre- 
icted that in both 1987 and 1988, it 
vould be sufficient to maintain in real 
erms the average of US$460 million in 
id provided over the past four years. 
On gurrent international inflation pro- 
ections, Colombo can expect US$520 
nillion in 1987 and US$560 million in 
988. o 
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— In arguing Colombo's case before 
he donor nations, de Mel said that the 

ogress of the Sri Lankan economy be- 
.tween 1978 and 1985, following the elec- 
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tion in 1977 of the government of Presi- 
dent Junius Jayewardene, "has been re- 
markable by any standards." Despite 
high oil prices. during most of this 
period, sluggish growth. in the West, 
high interest and volatile exchange rates, 
adverse trade terms and the domestic 
ethnic disturbances, Sri Lanka achieved 
average annual growth of 5.8%. 

“Our projections made last year en- 
visaged an average growth rate of 5.8% 
annually during the period 1985-89," de 
Mel said. “Compared to that projec- 
tion, the 1985 performance fell some- 
what short at 595," he added. De Mel 
said there had been several exceptional 
factors, including the adverse impact of 
the security situation on agricultural 
production, fisheries, transport and 


tourism in the affected areas and the ef- . 


fect of severely depressed prices on ex- 
port commodities like tea, rubber and 
coconut. 5 

He claimed. that very few Third 
World countries placed in-similar cir- 
cumstances could have achieved 5% 
growth. The results, he said, were "en- 
tirely due to sound economic politics, 
prudent economic management and im- 
proved performance both in the agricul- 


tural sector and private-sector indus- 


try.” 


D: Mel, who told the aid donors last 
year that a solution to the civil dis- 
turbances was. in sight, described Co- 
lombo's latest peace package —- an- 
nounced at a meeting of the country's 
recognised. political parties on 25 June 
— as "fat-reaching" and based on a sub- 
stantial measure of provincial autonomy 
within a unitary state. He said the pro- 
posals, which include elected provincial 
assemblies and provincial chief minis- 
try, were the most "any government can 
offer ima situation like the present.” 
According to the Finance Ministry 
spokesman, de Mel had to reply to a 
"barrage of criticism" from the.various 
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also criticised... — x e 

Some of the donor nations and agen- 
cies pushed for further liberalisation 
and privatisation and said that measures 
taken to diversify exports. were in- 
adequate. The World Bank, in a study 
presented to the meeting, said that the 
government service in Sri Lanka. was 
"massively over-staffed." Considerable 
savings to the national budget could be 
obtained by a substantial reduction of 
employees, even if generous redun- 
dancy payments were made. | 

The bank, which praised Colombo 
for its economic management in the face 


of many difficulties, also expressed 


“deep concern" about the economic ef- 
fect of the violence of the separatist con- 
flict. It identified several areas where 
the country had made progress, despite 
the conflict. These included rice pro- 
duction, hydroelectricity generation 
and the surge in exports of some non- 
traditional items. But it qualified this by 
adding: “Remarkable though these 
achievements are, they have been ac- 
companied by severe financial tmbal- 
ances, in both the budget and the bal- 
ance of payments." We s at 

Japan was one of four countries that - 
raised its promised aid, pledging 
US$156 million against about. USS100 
million a year earlier. France, Britain 
and West Germany also increased their 
pledges, with Britain more than doub- 
ling its commitment from US$22.5 mil- 
lion to US$47.25 million, mainly to sup- 
port one of the hydroelectric projects. 
The US was the only country to trim as- 
sistance, promising US$48 million 
against US$75 million the previous 
year, following US efforts to reduce its 
own budget deficit. All aid was in the 
shape of outright grants or long-term 
loans at little or no interest. 
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Singapore bani ks are toldr not to venture into unfamiliar s areas 


By Nigel Holloway i in i Singapore 


T: managing director of the Mone- 
tary Authority of Singapore (MAS), 
J. Y. M. Pillay, gave a cautiously en- 
couraging picture of the island's deve- 
lopment as a financial centre in a speech 
on 18 June to the Association of Banks 
in Singapore. Pillay, who became man- 
aging director in April 1985, said he was 
breaking an MAS tradition by address- 
ing the association, which represents all 
banks in Singapore except the merchant 
banks. 

—. In his view, the stockbroking indus- 
try has turned the corner, thanks largely 
to the isolation of the seven ‘sickest 
members of the Stock Exchange of 
Singapore (SES), five of which he said 
were no longer i in business. The “prob- 
lematical" forward contracts have fallen 
to S$321 million (US$145 million) 
worth on 14 June from S$617 million 
last November. Only S$29 million of 
forward contracts remain outstanding 


outside the seven firms. However, the. 


total figure is not a great deal lower than 
the $$376 million at end-March. | 
Loans to stockbrokers have fallen by 


28% to S$760 million over the same 


xeriod, more than half of the money 
eing owed by the seven brokers. The 
comparable figure was S$763 million at 
end-March. The remaining 18 firms, 
excluding the brokers belonging to the 
big four banks, have increased their 
capital by S$38 million or 14% since 
last November. Turnover in the first 
half of June averaged 25 million 
units, compared with a daily average 
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or two 


of 14 million units 
Pillay's lesson for the banks from the 


crisis was that they should avoid a high . 


concentration of lending, set clear cred- 
it guidelines and maintain tight internal 
controls. The episode had, however, ac- 
celerated the reform of the stockbrok- 
ing industry. The Securities Industry 
Act, which was passed in March and will 
come into force "before long." will im- 
pose minimum capital requirements 
and maximum gearing limits on brok- 
ers. Proposed changes to the trading 
and delivery of shares should, he said, 
drastically reduce the need or scope for 
stockbrokers to finance their clients. 

Foreigners would be able to hold 
more than half the shares in stock-ex- 
change members “so long as they dem- 
onstrate technical and marketing. ability 
and are committed to introducing new 
foreign business." A number of local 


brokers are said to fear that control of 


the SES may pass into foreign hands. 


ingapore's unlisted securities mar- 

ket (USM), said Pillay, would be 
launched before the end of the year and 
a new class of stock-exchange member- 
ship, that of approved associate 
member, will be created by the SES to 
enable banks, merchant banks and 
foreign stockbrokers to deal in USM 
stocks. An investment allowance will be 
considered for market-makers. 


Pillay claimed that the MAS was un- 
justly criticised for not having stopped. 


banks from lending to certain sectors or 
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by the MAS to become an investmer 


its Asia [nvestment Fund, curre 



















































he law. Secondly. he said at ba 
"are well advised to draw in th 
horns" and not to venture into nor 
nancial areas, by which he meant * 
familiar or unrelated areas of busines 
Banks require MAS approval shot 
they wish to acquire more than a2 
stake in a company. 

A final carrot was offered to putativ 
fund managers, whereby those who d 
not operate offshore Asian Currer 
Units “may be given special approv 


manager. No hints were given of furthe 
tax breaks for this area, beyond whi 
was said by Finance Minister Richard 
in the March budget. Asa result of th 
measures, it now appears clear that o 
shore residents who invest in Singapx 
stocks will be exempt from Singapc 
tax on their income thus derived. F 
advantage does not apply to funds r 
aged on behalf of local investors. T 
Inland Revenue has still not given 
clear ruling on whether trading pro 
are regarded as income or a capital g 

On foreigners' investment funds, t 
changes were clear enough for Morg 
Grenfell to reintroduce into Singapc 


worth S$50 million. The domicile v 
remain in Jersey in the Channel Isla 
but it will be managed from Singapo: 
from where it was withdrawn for. 
reasons in 1983. Morgan Gre 
local managing director, Hsieh Fu 
thinks his is the first fund to be set. 
here to take advantage of Hu's t 
break. The MAS says it has receiv 
five fund- -management applications ( 
cluding Morgan Grenfell’s) since t 
budget speech. 
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A KONG: Trading Was dull, lightened briefly 
by good results from Hongkong Telephone. 
ig by institutional investors towards the end 
period contributed to the Hang Seng 
dex's 12-point decline over the period to close at 
,15.. On the whole, commerce and industry 
s did better than properties and utilities, with 
¿Pacific A putting on more than 5% over the 
od. o,HK$12 .40 (US$1.59), HK-TVB did well 
aining 4.38% in value to HK$7.15. 


O:: The Nikkei Stock in. closed the 
d at 17,457.89 points, up 272.29 points from 
vious week's close. The rally on the last day 
rading appeared to signal a return of the bull, 
ough it could have been a stock-price booster 
pe liticians in need of campaign funds. Mit- 
i was counted among such stocks, Funda- 
s were not as strong as the market, but cash 
still pouring into stocks. The moving average 
daily turnover for first-section stocks was 
: illion shares, up from 737.02 million the 
re. Real estate and power utilities were 
on profit-taking as were transport and con- 

























































RALIA: Markets reversed their nervous 
mid-way through the period on renewed in- 
mal buving of leading stocks, end-of-finan- 
year' ‘window-dressing” and the reinvestment - 

ceeds of acceptances for Robert Holmes a 
recent Broken Hill Proprietary Co. 
id. But brokers said the mood was dull, 
no inspiration coming from any fresh corpo- 
ws. A strong performer was Sarich Tech- 
ry Trust which soared A$2.25 ( US$1. 60) to 
20 a.share on spec ulation of an imminent 
with-General Motor and actual signing of a 
nufacturing contract with the US group Wal- 

BHP waned as the rumoured bid by ally El- 
IXL failed to materialise. Even so, the All- 
als Index closed the period 23.3 points up 
,942.8. The Metals and Minerals Index slipped 
gints to 524.4 and the All-Ordinaries Index 
>d a 5.1-point gain to 1,214.7. 


ve days of new highs. A bid for 5 million 
ler Challenge shares at NZ$4.60 (US$2.42) 
rumours of pending corporate activity in 
er leading stocks saw Barclays Index jump 
% over the period. With interest rates and the 
cy exchange rate both on a downward 
d, the market is underpinned at current levels. 
! vestment from Broken Hill Proprietary 
ties is also providing buying support for the 
arket in quality stocks. 





The market enjoyed five con- 


GKOK: The market opened with an air of un- 
uinty. Prices across a broad front gradually 
ed down to a new low in light trading. But bar- 
hunters, emerging in mid-period, helped to 
the Book Club Index up by 0.85 of a point 
the period to close at 116.38. Gainers out- 
pred losers. dx 22 to 15, with 58 issues re- 











NGAPORE and i re: were among the best performers; in PUN in the ead to | 
eturned to the exchanges. Taiwan and the Philippines were - 
only markets to buck the generally bullish trend. : | 


of 1.1 million shares. Winners eluded Metal 


Box, while Mah Boonktong suffered a sharp set- 


back. 
KUALA LUMPUR: Prices continued to climb on 


the stock exchange, with investors demonstrating 
confidence after the Finance Ministry urged banks 
to éase up on foreclosures and allow troubled 
companies more time to repay their debts. Dou- 
ble-digit gains were posted by selected lower-lin- 
ers and blue chips. Average daily trading volume 
stood at 20.52 million shares valued at M$27.90 
million (US$10.6 million), with industrial stocks 
again accounting for about 75% of total turnover. 
Promet, the most active counter, rose 13.5 M 
cents before the weekend, while runner-up Ma- 
laysian Resources gained 7.5 cents. Fraser's In- 


dustrial Index edged up 217.49 points to close at. 
fourth straight week of 


2,591.49 in the market's 
active trading. 


SINGAPORE: Investors: bought he: Avil during 
the period after a brief-consolidation in the previ- 


ous period. Counters rose across the board with. 


blue chips like Singapore Press Holdings and Na- 
tional Iron in the vanguard. Singapore Airlines 
also climbed sharply despite having reached a ceil- 
ing on foreign shareholdings. Retailer-cum- 
hotelier C. K. Tang recovered on the strength of 
an improved trading. performance. Fraser's Indus- 
trial Index surged 412.68 points to 4,485.33 on 
buoyant turnover of 32.5 million shares a day. 


. MANILA: The Manila mining index lost a third of 


the previous period s large gain, owing to declines 
of 11.1% in Benguet A and 7.3% in Atlas A 
shares. However, Benguet B rose 6.7%. Com- 
mercials and industrials, as well as oils, showed lit- 


ing ind commercial-industrial: peso transactions 
shrinking by 59% and 15.2% respectively. 


TAIPEI: Share prices plunged across the board as 
the market entered what most analysts agreed was 
a period of correction. The weighted price index 


fell 29.07. points on the period to close at 961.85. - 


The sell-off included large blocks held by institu- 


tional investors. Specialised categories of electro- - 


nics and plastics saw the biggest drop. Trading re- 


mained heavy, with daily transactions Mii. 


NT$2.9 billion (US$76.2 million). 


SEOUL: Individual investors pushed prices up 
while major institutions remained on the sidelines 
under government orders. The composite index 
rose 6.69 points to 247.15, with average trading 
volume rising 3.93 million shares to 47.85 million. 
More indications. from the government that 
money-supply growth will be allowed to continue 


on itscurrent loose rein; plus confidence about the 


political situation bolstered confidence. Buying 

was concentrated on cement, finance and machin- 
ery shares. Large gains by securities houses were 
behind the finance gains — so large that the au- 
thorities have announced: an | Higgest into mer 
| Sudden boom. ae | | 
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E HK$ on week 

Bank of E. Asia | 17.960 ^ 
. Cathay Pacific 5.45 

Cheung Kong. 20.80 

Chinalight 16.10 

CME 11.60 — 

Conic 1.08 +42 

Evergo 6.87 +47 

F. E. Consortium 0.44 +973 

First Pacific Holds 3.39 +47 

Furama Hotel 4.375 ae 

General Oriental 46.00 2-42. 

Great Eagle . 0.73 EE 
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HangLungDevelopment — 6.85 3422 

^ Hang Seng Bank 35.00 — 
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HK: Electric 8.85 _ 
HK. & Ch. Gas 15.70 -— 
HK AK Wharf 7.10 1.4 
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H.K. à S. Bank 6.80 - 

HR. & S. Hotels 35.75 — 

HK. Realty "A" 10.50 210 

H.K, Teigphone 14.40 -08 
HK TVE 7.20 *&1 

H.K. & Y Ferry 2.90 -25 

Hopeweti 2.15 : 

Hsin Chong 144 E 

Hutchison Whampoa 29.20 ED 

Hysan Dey 0.66 -48G 
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Stelix 1.67 aS 
. Suntlung Kai & Co. 3.41 «2.8 
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Winsor 8.50 v 
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2,665.10 
closed 

2,702.41 / 4,485.33 

+7.28% 10.136 






















Boustead 6, 
Cerebos 3.22 * 15.4 $1 
Cold Storage 3.16 «6.8 &n 
Consolidated Plantations — 2.13 +5 3122 
Cycle & Carriage 1.88 +126 27 
Dev. Bank of Singapore 7.30 +I 2.9 
Dunlop Estates 7.95 $4.4 Bá 
Duniap Industries 0.76 +15.2 55 
Esso Malaysia 230 +65 120 
Frater and Neave 7.88 +125 28 
Gentings 4.78 «8.6 45 
Guinness 1.80 +71 133 
Harrisons MPS 2.55 *8.5 78 
Haw Par 2.88 +66 24 
Hong Leong Fin 2.82 20.2 38 
inchape 2.28 £174 43x 
Island & Peninsular 2.68 -48 $.3 
Jack Chia — MPH 1.15 “1,7 17 
KL Kepong tn +6.9 88 
Keppel Corp. 1.70 $22.3 0.8 
Lum Chang Holdings 1.01 +42.2 9.9 
Magnum 2,89 +78 6.3 
Malayan Banking 4.06 +97 44 
Malayan Breweries 6.60 + 10.0 4.0 
Maiayan Tobacco 3.80 £16 85 
Malaysian Mining Corp. 0.82 +474 24 
Malayan United ind. 1.43 +64 10.0 
Metal Box Singapore 3.40 «6.3 3.8 
National iron 4.08 +165 28 
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Overseas Union Bank 3,14 +9.0 45 
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23June %change % 
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d ns to the Chinese Academy for Social 
nees, explained at a conference in Bei- 


in May 1985: 


e policy of opening up to the outside 
orld has become a long-term fundamental 
olicy of the government. The government 
st made a decision to adopt special policies 
d flexible measures regarding Guang- 
ng and Fujian Provinces, and later estab- 
shed the four Special Economic Zones, 
nzhen, Zhuhai, Shantou and Ziamen, 
pened up the 14 coastal cities and Hainan 
sland, actively enlarged the scale of external 
onomic and technical exchanges and co- 
yperation, and actively utilised foreign capi- 
nd made efforts to attract foreign enter- 
ses to China to set up joint ventures, 


















































This book explains how to do business 
-with China by taking advantage of these 
mew opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
lume and channels of doing foreign. 
usiness, the forms of doing business 
and the legal, Fegofatocy and tax environ- 
ment. — 
t also provides practical information on 
the many do's and dont's through the use: 
de litening cs case histories. | 



















































(195p pages: ~~ liberally illustrated with colour plates, maps and asd 
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| fortlessly. 


TED FROM SA 


merica’s favourite city continues to 
drape itself languidly over its hills, a 
smug, fat-cat seemingly indifferent to its 
fate, idly watching over the indul- 
p: and indigent, the tourists and the 
ums. 

The theme park operates ef- 
The fingers of fog feel their way into 
the Bay through the Golden Gate and, 
on cue, the foghorns moan morosely; 
the little cable cars clatter half-way to 
the bars (for a buck and a half); the 
street musicians and the flower sellers 
flourish on every corner, flagrant and 
fragrant by turns; the gulls and cash reg- 
isters flutter at Fisherman's Wharf (vis- 
ited at least once by 84% of all visitors to 
the city); and without jet lag upsetting 
your digestion, you can eat your way 
around the world in just a few blocks, 
and still have time for a visit to the anti- 
que vibrator museum at Good Vibra- 


tions on 22nd Street followed by a 


Screaming Orgasm  (Bailey's Irish 
Cream, Kahlua, Vodka and Cointreau) 
for a nightcap in one of the city’s hun- 
dreds of drinking establishments. 

Eat, drink, and take a ferry. People 
come here to consume, and the product 
is the city. 

Last year, San Francisco had 
2,649,000 overnight visitors who spent 
US$1.5 billion (up 10% from 1984), 
making tourism the city’s No. 1 indus- 
try. This year, with many Americans 
choosing not to run the risk of being 
wasted, as Rambo might say if he were 
there,-by terrorists in Europe, the vis- 
itor and convention centre expects a 
bonanza crop of tourists in 1986. 

The centre is also “cheering the dol- 
lar down,” hoping to get more visitors 
from overseas. In 1985, 25% of the visit- 
ors were from outside the US, down 
from the 30% in 1979, when the dollar 


| was last weak. 








More than a million (of whom 


| 400,000 were overnighters) of the 1985 


visitors came for conventions, the, well, 
conventional way for . corporate 
America to unwind in a tax-deductible 
sort of way. 

San Francisco is one of the most 
popular locations for a convention. 


| Spouses like to come along to a conven- 


tion in San Francisco, to the delight of 


. the store and restaurant owners. Con- 


ventioners stay on average 4.5 nights in 
the city and spend US$696 compared to 
nationwide averages of four nights and 
US$410. There are 23,500 hotel rooms 
in the city with another 5,000 expected 


. to have been added by 1990. The occu- 


pancy rate in 1985 was 69%. 

. But it's not all fun and games in the 
theme park. The city has its share of 
poor, the homeless, the chronically sick 


^| the second highest number of AIDs 
| cases after New York, and alcoholism 


and the incidence of cirrhosis of the liver 


COE ES 
IDA " C 






is greater in San Francisco. than any 
other major US city. 

Winos slump in parks and doorways 
and visitors will lose count of the times 
they are asked to spare some change by 
likable panhandlers who have a gift for 
the grab. Shanti Project, an organisa- 
tion working for the poor and homeless, 
estimate that 500 kids of the “hard-core 
homeless,” those who are illiterate, ad- 
dicted to alcohol or drugs, or mentally 
unstable, are not receiving any form of 
education — and so are likely to end up 
on the streets when they grow up. 

Less traumatic, but still a chronic 
problem is the traffic congestion — 
120,000 vehicles a day cross the Bay 
Bridge into the city, 56,000 pour across 
the Golden Gate, dubbed by local col- 


San Francisco's Golden Gate. 





umnist Herb Caen “that car-strangled 
spanner.” Not all stop to look for a place 
to park, but enough do to make a mess 
of things, with 94% of the city's 48,000 
spaces in lots, garages and metered 
areas filled on an average weekday 
morning. There are 420,244 registered 
vehicles in a city with a population of 
720,000. Residents take taxis to the 
opera rather than risk driving in ever in- 
creasing circles and missing the first act. 
Some pass up evening social invitations 
for fear of losing the parking space in 
front of their elegant Victorian resi- 
dences. 


|^ financial and business circles there 
are problems too. Years of compla- 
cency have seen the port of San Fran- 
cisco decline to third place in California. 
About 60% of all the state's trade goes 








through Los Angeles custom district 
which serves 12 million consumers. The 
Bay Area has a population of 5.5 mil- 
lion, but Oakland is the premier port 
serving it. 

In 1981, there was less than a 196 va- 
cancy rate for offices downtown. Today 
13% of office space is unfilled, a result 
of oversupply and companies such as 
Chevron, Pacific Telesis and Bank of 
America deciding rents were too high in 
the city and relocating some operations 
elsewhere in the Bay Area. 

Last year, the city's board of super- 
visors adopted the most sweeping con- 
trols on growth and development of any 
US city, enhancing the quality of life for 
those already here but adding to the sus- 
picion that the city is content to let Los 
Angeles, Seattle and Vancouver grab 
the lion's share of Pacific rim business. 
The new ordinance will not only limit 
the amount of new construction and 
levy hefty development fees for art, 
transit, child care and housing, it will 
also transform the development process 
into a beauty pageant with the city act- 
ing as judge. 

The city will allow 950,000 ft2 of new 
office space over each of the next three 
years. Over the past 15 years, the city 
has averaged 1.5 million ft? of new space 
annually. Rents have dropped to US$20- 
25 a ft? from US$35-40 a ft? in 1982. 

Mayor Dianne Feinstein is keen to 
reverse San Francisco's business de- 
cline, telling the business community to 
"get off their duffs, get out and bring 
back the bacon." But the city's strength 
is not as a producer, but as a broker. It 
must capitalise on its historic ties with 
the Orient; 2576 of the city's population 
are Asian, Hibernia Bank is owned by 
Indonesians and the California First 
Bank by Japanese. San Francisco must 
expand its financial and marketing ser- 
vices for the developing bio-med-tech 
("intellectual industries," spin-offs from 
the Bay Area universities such as the 
University of California at Berkeley and 
Stanford): Bionic Valley in the North 
Bay, Silicon Valley in the South Bay. 

City Hall and the Chamber of Com- 
merce think this is what the city should 
do. But the dedicated hedonists who 
live here, and the millions who come 
here with the “live now, pay later" ap- 
proach, probably hope the almost-an-is- 
land city continues on its traditional in- 
sular, narcissistic course. Other cities 
can bring back the bacon; San Francisco 
will grill it exquisitely for you (over mes- 
quite), and serve it with designer carrots 
and julep of crabmeat in sweet pepper- 
oni with nasturtium fritters, as you sip a 
Zinfandel at your table overlooking the 
sparkling Bay. — Christopher McCooey 
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ixdorf is coming on strong in 
Asia for 1986. We are proud to 
announce that our 8870 computer, 
which makes use of the versatile 
COMET® software system — already 
a mainstay in Asia — can now be 
programmed to print Kanji on its 
high resolution screen. 

This, of course, opens the door 
for any Asian language that utilizes 





pictogram signs. So that very soon, 


a person in Osaka will be able 

to place an order for an item to be 
shipped from Macao to Bombay, 
Seoul, Kuala Lumpur and Jakarta, 
and everyone involved will be 
able to read the order on a Nixdorf 
computer screen in his own 
language. For years, Nixdorf has 
been building its hardware and 


software systems to cater to local 
Asian needs. 

Nixdorf COMET® software has 
done a remarkable job of making i 
easy to do business all over Asia, fc 
literally hundreds of different kind: 
of industries and businesses. 

We have built factories, service 
centers, research and developme 
facilities and sales offices in varioi 





rts of Asia, underlining our com- 
tment to this area. We'd like to 
«ve you with one thought. 

m Asia, Nixdorf is a tiger. 
Nixdorf Computer (S) Pte. Ltd. 
igional Office Asia Pacific 

)7-01 NOL Building 

6 Alexandra Road 

agapore 0511 — Tel.: 274 11 00 
ex: RS 55700 NIXREG 


Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 4 40 03 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 2 74 11 00 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$23.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
O 3 months C] 6 months 
[] Please include the Yearbook at extra 


US$23.95/HK$170. For airmail delivery, 
please add: USS7/HKS$55 


C] 1 year 


Payment of is enclosed 


(Please print in block letters) 
Name 


Address 


Country 


[] Jetspeeded O Surface mail 
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To: Circulation Manager 
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GPO Box 160, Hongkong 
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HOTEL NEW OTANI SINGAPORE "S o: 
177A River Valley Road, Singapore 0617. ndn AST. oom 
Tel: 3383333, Tlx: RS 20299 SINOTA. Comfortable lounging robe found in every room 


For reservation and information, please contact The New Otani International Sales Office: 

In the United States (800)421-8795. Toll-Free. California (800)252-0197. Toll-Free, Hawaii (808)923-1555, 
United Kingdom (01)731-4231, Japan (03)264-1672. Hotel New Otani Regional Sales Office: In Bangkok 
2356448 or 2337005-7 ext. 33 Tlx: 82195 PASANGA TH, Kuala Lumpur 5501109/5501110 Tlx: MA 
38642, Hong Kong 5-292723/298313 Tlx: HX 86025. Reservations are also available through Utell 
International, Int’l Airlines or Travel Agents throughout the world. 








WWF/Kojo Tanaka/BCL 


The 
Giant Panda 


needs your help 
to Survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather, 


One doesnt necessarily 
have to be born with good Dod 
Itcan be "d 





Dw 


TOn 


T om 3 : mri 
L A 8 hf 3 Lie 
Mh : - EX M. k TE 345 ae itt m 
ân b am "S. Z7 r^ m ] 
- [| n D | ¥ | J 
en you se a great Deer, vou dont ve to m e a great S. 
I2, EE b 1. i76 DW 
4 P pate j : 1 T un 
f. k x r$ y x a 
ELE ra bed Pn T der BRI 
eF * " 


fet 


4 - 2 
Mae d 


í Marlhoro p 


LIGHTS — EE 





PAÍ P . n LiBnag? 









IARBA BACAR TA 10 JULY 1986 
EN DRNOA Beyond Heaven and Hell 
SINGAPORE STOCKS: 


Recovery or Remission? 


VIETNAM: 


Old. Guard Goes 





paru 





SOUTH KOREA 
THE ROCK 
OF PROTEST 


— 






Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$17 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines R25 — Singapore S$4 — Sri Lanka Rs 35 
Taiwan NT$80 — Thailand Baht 50 — U.S. Armed Forces US$2.75 


Where else could such a haven Where else could bring you su 
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A SHANCRI-LA INTERNATIONAL HOTEL 


SE BUT THE SHANGRI-LA 








NGRI-LA INTERNATIONAL: 
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IGRI-LA BANGKOK. SHANGRI-LA BEIJING (LATE 1986). 


FEER 2734 


" y i Li E 9 | | t E 


WEAVING LIGHTNESS AND 
STRENGTH INTO AIRPLANES. 


The lighter an airplane is, the farther it can go or the 
more it can carry. 

The problem: How to reduce weight while main- 
taining strength. Our solution: Use lightweight, high 
strength carbon fibers. 

We cut sheets of carbon cloth-thin filaments, 
woven together-to a precise shape. We build them up, 
layer by layer, to give them strength. Soft and pliant, 
these stacks of composite cloth are easily shaped to 
aerodynamic forms, then cured under pressure at 
high temperatures. The result: Wings and other parts 
that are lighter, stronger, more resistant to corrosion 
and have longer life than comparable metal parts. 

Because of our use of carbon-epoxy composites for 
more than 25% of our Harrier II structure, America 
has a plane that can land and take off vertically, go 
twice as far, or carry twice as much as earlier models. 

We're creating breakthroughs that make a differ- 
ence in the way things work and the way people live. 

We're McDonnell Douglas. 


For more information, write to: 
McDonnell Douglas, Box 14526, 
St. Louis, MO 63178 


HEALTH CARE FINANCING ENERGY 
©1986 McDonnell Douglas Corporation 
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Responsible freedom 


I would like to thank David Palmer for 
his letter [REVIEW, 5 June] about the 
two Australian journalists who had 
flouted an immigration rule of the In- 
donesian Government in pursuit of 
press freedom, and for his excellent 
understanding of my country’s decision 
not to let them enter Indonesia, even in 
the company of US President Ronald 
Reagan. I agree that press freedom is 
surely not an entitlement to flout the 
law irresponsibly. 

Indonesians believe in the freedom 
of the press, but feel that this freedom 
should be used with responsibility. 

We have inherited a very different 
historical and cultural background to 
that of Western countries which has in- 
fluenced our way of thinking and helped 
mould a national philosophy. This 
philosophy should be respected and 
understood per se, rather than being at- 
tacked and criticised by Indonesia's 
neighbours, if they wish to establish a 
good and lasting relationship with our 


country. 
Jakarta Edna Haga Lavau 
Missing element 


The series of stories by Aidan Foster- 
Carter on North Korea [COVER STORY, 
26 June] were in some ways a balanced 
survey of the dilemma Pyongyang faces 
as its self-imposed isolation thwarts its 
desire to continue its economic moder- 
nisation. However, it is surprising that 
in any discussion of probable leadership 
changes after President Kim II Sung's 
death, Foster-Carter almost totally ig- 
nored the role of the military. 

In a country with more than 700,000 
men under arms in a total population of 
20 million, the military — the explicit 
"guardian" of Kim's Juche ideology — 
can reasonably be assumed to have a 
vested interest in policy and leadership 
after Kim's demise. It is far more than 
"a few fanatics . . . who will need to be 
watched." While rational analysis 
suggests technocrats like Kang Song 
San and Kim Yong Nam would best 
serve Pyongyang's interests after Kim's 
death and that their succession to 
leadership is likely, it totally ignores po- 
litical realities. 

About 20% of the central committee 
which was named along with Kim Jong 
Il's emergence into a formal public role 
as politburo member and party secret- 
ary were military officers. The recent 
tilt towards Moscow which Foster-Car- 
ter identifies in Pyongyang's foreign re- 
lations was brought about by the mili- 
tary's need of new hardware. 

The swing away from hardliners (the 
military?) to pragmatists since the Ran- 
goon bombing is exactly the same pat- 
tern that was followed after past acts of 





futile aggressiveness — the abortive 
raid on the Blue House and seizure of 
the US intelligence ship Pueblo in 1968 
and the axe murders at Panmunjom in 
1976. After each "remission" the con- 
frontation policy re-emerged. There is 
nothing to suggest the military's under- 
lying influence is in decline this time. 
Kim Jong Il may not become leader 
because of any natural talent for the 
job. But if the military, which has 
backed him this far, still needs him as a 
figurehead, he will probably succeed his 
father. 
Hongkong 


Well covered 


John McBeth, in his COVER STORY [19 
June] on Thailand's upcoming elec- 
tions, is to be commended for an excep- 
tionally clear, thorough and well-ba- 
lanced analysis of a wide range of com- 
plex issues. It's a pleasure receiving the 
REVIEW “out here" where events in 
Southeast Asia are seldom deemed 
newsworthy. 

I look forward to the REVIEW's post- 
election coverage. 
Newfane, Vermont 


Ron Richardson 


Davies Stamm 


Obscuring the issue 


I find Morgan Chua's political cartoon 
— ostensibly referring to the crisis in 
South Africa — highly objectionable 
[26 June]. At best, it obscures rather 
than illuminates or contributes to the 
understanding of the vital issues in- 
volved. 

The world, according to the cartoon, 
is asked to ‘choose your partner’ in a 
contest between the forces of the ‘White 
fascist racist’ and the ‘Black Marxist 
tribalist.’ Is it true for the latter? 

As the international community 
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| ^on, ress (ANC) is its 
leading exponent. The ANC has always 
advocated, not. Black rule in lieu of 
White rule, but democratic rule in a 
A SR Whites. Col- 

lac ks a e fighting 



















rhetoric of apartheid. 
. While Chua is. generally brilliant in 


ve his latest cartoon defames the 
who have been imprisoned 
id died, as well as the millions within 
ind beyond that country who are com- 
mitted to. apartheid's c demise. These in- 





Si igaporean who has spent all his life 
opposing injustice, I would like to invite 
Chua, my compatriot, whom I am sure 
i equally anti-fascist, to reconsider his 










^ Morgan Chae replies: Compatriot 
oo should reconsider his views in the 


Singapore 





treatment of East Asian affairs, I be- 


€ id | Iam sure, many of the REVIEW" s 


Francis Khoo 


Our client is a UK based, substantial PLC with 
interests in food, catering and support services, 


of independence m movemen 


Share roulette 


Nigel Holloway’ s observations [SHROFF, 
19 June] reaffirmed the phenomenon 
of the highly speculative Singapore/Ma- 


laysià markets. Some positive signs 


- improvements may or may not 
‘the results of the government's 


a measures, but.a full econo- 


mic: repovery iS still far from real- 


ity. 


The Central Provident Fund (CPF) 
scheme will have little significance not 
only due to the limited option on 
selected stocks (of which a substantial 
portion is believed to be closely held by 
the ever-prudent CPF board itself), but 
also’ the fact that apart from some reg- 
ular players, few would choose to put 
their life savings at stake i ina place label- 
led by some as a "casino." 

With no short-term gains in sight, 
it is only logical that the foreign in- 
vestors are moving on to the buoyant 
markets elsewhere. Without their active 
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of experience and character to make a. valuable 
contribution at the top of a varied. and expandi ng 


in Africa and of the (admitte D) Might levet 
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feminist a calling t the mail t 
person," I recall an amusin 
piece of doggerel, possib | 
of Theodore White, Williar 
or even John Galbraith (can.atiyone en- 
lighten me?). uu 

Anyway, it went like this: 
"I wonder if our new estate © 
Will alter Nature’s laws: 
Will wopersons personstruate: 
Until personopause?” 
Hongkong 
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engineering and construction supplies around the 

world. A recent reorganisation of the Group 

. Management structure has created the need for a 
Finance Director for the Asia Pacific operations. 


. Based in Singapore, reporting to the Regional 

- Director, you will be responsible for all financial 

. matters concerning the various operating units in 
"Australasia, the Far East and South East Asia. This 

include overall co-ordination and management 

of budgets, accounts, audit, forecasts, internal audit 

and control, and consolidation for each of the 
operating units in the region. You will also be 

responsible for reviewing new business develop- 

ments which are expected to arise in the near future. 


You must be a qualified accountant in the 
 agerange 30-36. Most importantly 
you must have the depth 
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jesse 
SONS 


Management iA 
aoe Limited - 


business and be able to. demonstrate that you can - 
deal with issues and people arising within widely 
differing cultures. Experience gained in the region 
will be a distinct advantage.. 


You will be provided with an excellent benefits pack- 
age including accommodation, non-contributory 
pension and fully expensed car. There are significant 
prospects of advancement for a (anda ofthe 
right calibre. 


Please send a detailed c.v, including dise 
and home telephone number, in strict 
confidence, to lain Laird at 
Management Appointments Limited 
(Search & Selection Consultants), 
Finland House, 56 Haymarket, 
^ f London SW1Y 4RN. 
. Tel: 930 6314. 
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Page 10 s 

Vietnam's sweeping cabinet reshuffle 
brings into Hanoi's top leadership 
those closely identified with econo- 


mic reform. 


Page 12 
Growing public anxiety in Hongkong 
about the safety of China's Daya Bay 
nuclear plant prompts officials to give 
it careful study. 


Page 13 
While China starts talks on reclaiming 
Macau, major differences over Hong- 
kong's Basic Law have surfaced. 





agree that the regional organisation 
ould start drifting unless it is re- 
nvigorated. Meanwhile, US Secretary 
af State George Shultz effectively 
withdraws US security guarantees 
rom New Zealand at the expanded 
\sean meeting. 


Jage 16 

‘he sacked governor of the Thai re- 
iort island of Phuket says he is a 
icapegoat for others who did not 
vant to get involved in the tantalum 
lant controversy. 


'ages 21-24 
resident Ershad is trying to ensure 
nat political power is shared between 
1e Bangladesh army and civilians be- 
ore he contests the presidential elec- 
on later this year. 
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olitical dissent in South Korea is taking on a more 
militant tone as was evidenced by the Six-hour-long 
rampage in Inchon on 3 May by a coalition of students and 
"workers in support of a campaign for constitutional reform 
-by moderate oppositionists. Seoul bureau chief Shim Jae 
: Hoon takes a look at the role the militants are playing in 
bringing pressure to bear on the administration of Presi- 
| dent Chun Doo Hwan to liberalise politics in the country 
j and how Chun is responding to the opposition's growing 
clout. Shim also presents portraits of four dissidents who 
have paid a stiff price for their anti-government activities. 
Cover illustration by Karl Fung. | 
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Page 28 x 
India has cause for concern — as 
well as comfort — as China and Bhu- 


tan achieve progress in their border 
talks. 


Pages 52-54 

Interest-rate deregulation in Japan is 
shaking up the banking industry and 
the.government may soon be faced 
with the challenge of dealing with the 
huge post office savings system. 
Meanwhile, internationalisation of the 
financial system is also spawning 
exotic new Euroyen bonds, while 
dealers are discovering the joys of 
bond trading. E 


Page 61 | 2 
The Hongkong Government responds 
negatively to calls urging the estab- 
lishment of a central provident fund in 
the territory. | 


Page 64 

Under the leadership of a new chair- 
man, Japan Air Lines carries out a 
Sweeping corporate reorganisation to 
make the flag-carrier more profit- 
Oriented. 


Page 74 

Hongkong and the US settle on a new 
bilateral textiles pact which cuts back 
sharply on allowable export-growth 
rates and sets a pattern that other US 
suppliers, notably South Korea and 
Taiwan, will have to follow. 


Page 76 

The Singapore and Kuala Lumpur 
stockmarkets are rallying strongly as 
institutions at home and abroad buy 
up shares. 


Page 78 
The Philippine Government takes 
control of the United Coconut Plant- 
ers Bank in what it calls an attempt to 
find out whether former president 
Marcos and his cronies actually own 
the bulk of the bank’s shares. 


|. Policies: Mistrusting providence in 


» Economies: Mountains of troubles in 
- Kathmandu aas | 
"Economic relations: Preventive medicine in 
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Constitutional talks 
make progress 
After two weeks of difficult 
ie tions, the South Ko- 
in Government and the main 
pposition parties have agreed 
on terms for the formation of a 
pecial committee composed of 
ational assembly members 
om both sides to propose 
hanges in the nation’s con- 
titution. There appears little 
mminent hope of agreement, 
»wever, on the central issue 
for debate: the method by 
which power will be transfer- 
ed in 1988, when President 
Chun Doo Hwan has promised 
“to step down. | 

. The opposition New Korea 
Democratie Party (NKDP) 
‘ontinues to demand direct, 
ather than the present indi- 
ect, presidential elections. 
'he ruling Democratic Justice 
Party does not favour direct 
/oting and is shortly expected 
o offer its own counter propo- 
als. The NKDP is also de- 
manding that all political pri- 
;oners be freed prior to serious 
discussion of constitutional 
changes. 


















































































Political prisoners 

freed in Nepal 

Nepalese authorities have re- 
leased 35 political prisoners 
held without trial for nearly 
one year following a string of 
bomb blasts in Kathmandu and 
elsewhere in June 1985, which 
killed eight people and injured 
22 others. Those freed include 
Kalyani Shah, leader of the 
Democratic Women's Associa- 
tion, and several teachers and 
students with Marxist sym- 
pathies. 
































being detained. At least 92 of 
them are to be tried by a special 
court on charges brought under 
the recently promulgated Anti- 
Terrorist Act. If found guilty of 
involvement in the bomb at- 
tacks, they face maximum 
penalties of either death or 33 
years of rigorous imprison- 
ment, legal experts said. 

— Kedar Man Singh 


Mizo rebels agree 

to a truce 

Laldenga, leader of the out- 
lawed Mizo National Front 
(MNF) has signed an agree- 
ment with the Indian Govern- 





































he agreement, the MNF will 


@ | abjure violence and transform 
| itself into a political party. The 
MNF also agreed to secure the 


— Paul Ensor 





. Another 116 people are still | 


ment on ending the 21-year-old. 
nsurgency in Mizoram. Under 






surrender of 1,000 guerillas 
who have sanctuaries in Burma 
and Bangladesh. The govern- 
ment has agreed to help re- 
habilitate them. 

In return for the MNFE's 
concessions Mizoram, a feder- 
ally | 
since an uprising:in..1966- and 
before that a district of Assam 
state, will become a state. As 
an interim arrangement, Lal- 
denga will head a coalition gov- 
ernment in place of the Con- 
gress party government that 
was elected in 1984. Fresh elec- 
tions are to be held as soon as 
Mizoram becomes a state. 

An agreement in 1976 be- 


tween Laldenga and the gov-. 


ernment for the surrender of 
the guerillas broke down, end- 


ingthe ceasefire. 


— Mohan Ram 


Ceasefire negotiators 
named by Aquino 

President Corazon Aquino on 
25 June named additional 


members to negotiating panels 
that will participate in planned 
ceasefire talks between the 





government and the Com- 
munist Party of the Philippines 
(CPP) The disclosure that 
Presidential Human Rights 
Committee chairman Jose 


Diokno and Agriculture Minis- 
ter Ramon Mitra will negotiate 
for her government follows 
Aquino’s announcement. that 
journalist Satur Ocampo will 
speak for the CPP. 
Meanwhile, a local news- 
paper on 28 June quoted Na- 
tional Democratic Front 
(NDF) member Antonio 
Zumel as saying he will be with 
Ocampo at the talks. The NDF 
is a popular-front organisation 
that includes the CPP. i 


— James Clad 
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administered ... territory 















Australia ends tax break 
on some overseas issues 
Australia gave the green light 
to its own offshore banking sys- 
tem one T July: by removing 
withholding tax on overseas in- 
terest. payments related to 
“pure” offshore transactions, 
or those where deposits held in 


foreign currencies are on-lent — 


to foreigners by a domestic fi- 
nancial institution. In the past, 
interest paid on these loans had 
been subject to a 10% tax. 
However, withholding tax 
exemptions previously granted 
to certain foreign borrowings 
are being withdrawn. 

The move threw Australian- 


dollar markets in Europe and | 


New York into chaos, with 
trade in the issues virtually 
halted, and the Australian dol- 
lar sunk to a new trade-weight- 
ed low. 


Hongkong suspends two 
Thai-backed DTCs 

The Hongkong Banking Com- 
mission on 26 June suspended. 
two deposit-taking companies 
(DTCs) which are affiliated 
with Thailand's First Bangkok 
City Bank (FBCB), on the 
grounds that their business was 
conducted “in a manner detri- 


mental to the interests of de- | 


positors.” Both DTCs — First 
Bangkok .City Finance and 
Thai Mercantile Development 
Finance — are partly owned by 
FBCB and its former president 
Coro Tejapaibul, who recently 
relinquished the presidency 
and sold his majority share- 
holding to: pave the way for a 
major capital restructuring. 

i= Paisal Sricharatchanya 


Ford to take stake in 

South Korea's Kia Co. 

Ford Motor Co. of the US will 
soon purchase a 10% holding 
in South Korea's Kia Industrial 
Co., from which it is planning 
to import small cars into the US 
from 1987. Kia is expected to 
increase its capital. by Won 30 
billion (US$33.9 million) to 
Won 110 billion, and the Ford 
purchase is set to follow soon 
afterwards, pending approval 
by the South Korean Govern- 
ment. According to a Kia offi- 
cial; the companies have ag- 
reed to a price of just under 
US$30 million for the stake. 


Kia plans to expand its car- 


producing capacity and exports 
(targeted for 85 ,000 units to the 
US next year). .— Paul Ensor 


— Susan Hely. 









Taiwan town. of Lukang bv 
some 1,500 people. opposing 
Du Pont's plan to build a 
US$160 million titanium-oxide 
plant in the area capped a 
series of increasingly vocal pro- 
tests against the project. De- 
spite the US company's promise 
that. pollution-control: equip- 
ment. would be the sáme.as at 
similar plants elsewhere, the 
project — announced last Au- 
gust — has raised fears.of en- 
vironmental damage ànd harm 
to tourism in Lukang, à major 
religious and cultural centre. 


If built, the plant will be one 
of the largest foreign-irivest- 
ment projects for Taiwan... 


— Cari Goldstein 


traded in Singapore — 
Trade began on 1 July in two 
new contracts on Singapore ex- 
changes, but both passed a 
quiet first day. The sterling-fu- 
tures contract offered on 
the Singapore International 
Monetary Exchange (Simex) 
was dealt mostly by a few locals 
and institutions, with turnover 
of some 1,000 lots. And Singa- 
pore's rubber market began 
dealings in a technically 
specified rubber grade (TSR- 
. 20), in listless trade. Simex's 
next new contract, based on 
the Japanese Nikkei stock 
index, is to begin trade in Sep- 
tember. — — A Correspondent 


Japanese banks.to open 
more foreign offices 

During the current fiscal year 
(ending 31 March 1987), 25 Ja- 
panese banks will open 43 new 
overseas offices, the financial 
daily Nihon Keizai Shimbun re- 
ported. However, an official of 
the Ministry of Finance Bank- 
ing Bureau declined to confirm 
the report, saying that some 
applications had not been ap- 
proved by the relevant foreign 
banking authorities. Among 
the 25 are 12 regional and 
mutual savings banks, confirm- 
ing a trend of internationalisa- 
tion among smaller banks. — . 
— Bruce Roscoe 
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CORRECTION 


In Seven-day tourism (LETTERS, | 
26 June]. Ne Win was incor- 

rectly described as communist 

party leader. He is chairman of: 
the Burma Socialist Program - 
me Party. The error was made . 
in editing. B oo 













Thailand has asked Japan to reinvest 
monies generated by the repayment 
of official development assistance 
(ODA) loans in a mutual fund based 
on the securities of major Thai 
companies. The fund, which would 
be known as the Thailand Fund, 
would.be jointly run by the Thai 
Government and the private sector. 
The scheme is seen as an alternative. 
to the reseheduling of ODA 
repayments, which are expected to 
rise steéply over the next few years. 
The revaluation of the yen has caused 
a 30-40% rise in the baht equivalent of 
Bangkok 's repayment obligations 

on ODA doans, " 
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Pakistan, which has been urged by | 
Washington to agree on a bilateral. 
extradition treaty relating to 
narcotics offences, is reluctant — — 
to sign one. It has shown a preference 
for a broader-based treaty 

covering other offences as well. But 
the US Congress is known to be 
verse to comprehensive extradition 


TOO MUCH TROUBLE? | 
Donor interest in financing projects 
m Asean countries which have - i 
;ossible benefits for the whole region 
s waning because of doubts over the 
'eturns from these projects. In the 
ate 1970s, Asean's six dialogue - 
dartners — Australia, Canada, the 
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JANGLADESH 

Tribal rebels stormed a settlement in the 
hittagong hills and shot dead six people, of- 
cials said (29 Jure). "s 


'HINA 

Thirty-one criminals were shot dead 
ithe country's largest mass execution since 
launched a well-publicised drive against 
‘ime in 1983 (25 June). Authorities arrest- 
1 four men from Fujian province for alleg- 
dly spying for Taiwan, the People's Daily 
ud (29 ht 
an’s air force have been promoted in 
vo the China News Service reported (/ 











une) Two defectors from Tai- | 


! HELP FOR SIHANOUK 
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European Community, Japan, New 
Zealand and the US — were looking | 
for Asean projects, but the trend is 
now moving back to strictly bilateral 
aid programmes. The latest sign 
comes from Canberra's 2 
commissioning of a complete review | 
of its Asean aid programme by a 
University of Queensland academic... 
The elimination of regionwide Asean : 
aid projects is an option being 
considered by the review. 


ttre tn rrr T aatia a HON Are A eaa t a ard 


Malaysia has 
quietly trained 60 
Khmer military — 
instructors from 
the resistance 
faction loyal to 
Prince Norodom 
Sihanouk. It is — 
intended that the 
instructors will 
operate inside. 
didici Cambodia, 
training Sihanoukist forces. The 
Malaysians plan to train another 40 
instructors. Meanwhile, the 
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. Sihanoukists have recently received - 


. 77 field radios from the US as part. ^ 


 Mizoram territory was signed allowing the 


| with Aquino in Manila (7 July). 


of its "humanitarian" aid programme 
to the two non-communist factions ^ 


of the Khmer resistance coalition. |. 


The Sihanoukists have already 
received field medical equipment 


. from the US — and currently have 


23 medics undergoing training in | 
China. 
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INDIA : 
Congress won the 30 seats it contested in 
the biennial elections to the upper house of 
parliament (28 June). A day-long strike 
began in Punjab to protest against the killing 
of Hindus in the Sikh-dominated state, All- 
India Radio said. A peace accord ending a 
21-year-long insurgency in the northeastern 


rebel leadership to take 
elections (30 June). 


JAPAN 

The popularity of the Nakasone cabinet 
dropped by 13.5: points to 4195, à Yomiuri 
Shimbun poll showed (2 July). 


MACAU 
Talks between Portugal and China on the 
future of Macau began in Peking (30 June). 


PHILIPPINES E 

President Corazon Aquino named the 
government negötiators in talks to end thé 
communist insurgency (26 June): Singapore 
Prime Minister Fee Kuan Yew held talks 


power pending new 
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DWINDLIt 


some 3 million Afghan refugees, now 


_ mid-July deadline for registration for 


, met President Chun Doo Hwan in Seoul 





































Communist guerillas in southern ` 
Thailand, once considered a cohesiv 











force compared with their — œ 
counterparts in the region, are now 
reduced to no more.than 200-300. 
men. According to the latest 
assessment by the Thai 4th Army 
based in the south, only a fraction of 
them are considered hardcore, while 
the majority have discarded the 
communist ideology to increasingly 
engage in illegal commercial > ` 
operations, such as logging and — 
mining. The total strength of the — 
Communist Party of Thailand today is 


estimated at less than 500. . B 


NOT REFUGEES - 


Pakistan, which is already host to - 


has another refugee problem on its 
hands. Iranian refugees, fleeing |. 
persecution or military conscription - 
by the Khomeini regime, have been 
trickling in at the rate of 30-40 a day 
for the past two weeks, up from an 

average of 50 persons a month over 
the past three years. The recent — 
increase is apparently related toa © 


compulsory military service. The UN 
High Commissioner for Refugees 
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Singapore Prime Minister Lee Kuan Ye 
June). 


SRI LANKA | 

Sixteen people were Killed and 49 injure 
when Tamil separatists set off three Jan 
mines in the northern and castern areas, th 
National Security Ministry said (25 Jur 
Police commandos stormed a jungle hideot 
and killed 10 Tamil gueritlas (28 June), 


TAIWAN | 

Singapore Prime Minister Lee Kuan Ye 
held talks with President Chiang Ching-ku 
in Taipei (27 June). PME 


THAILAND | "T 

Police arrested 43 people in connectio 
with the rioting in Phuket, an army official 
said (25 June). The governor of Phuket was 
trdnsferred out of the province following the 
riots (29 June). Police charged a candidate i 
the forthcoming general election and hi 
brother with instigating the Phuket riots, a 
thorities said (30 June). pU HE 

























































































‘By Nayan Chanda in Washington 
P he strengthening of reformers’ ranks 
.K inthe Vietnamese Communist Party 
(VCP), as evidenced by a recent cabinet 
reshuffle, could be the precursor of 
‘even more sweeping changes soon and 
particularly after the sixth congress of 
the VCP, scheduled in late November. 
Well-informed ^ Hanoi-based sources 
said party Secretary-General Le Duan 
has relinquished his authority to a 
triumvirate at the request of the VCP 
Central Committee, though he will re- 
tain his title until the congress. 

. Sources told the REVIEW that aside 
from Le Duan's poor health, which has 
rendered him inactive with increasing 
frequency, the — secretary-general's 
leadership has come under growing 
criticism since a disastrous currency re- 
form in September. While Le Duan at- 
tended the opening of the central com- 
mittee's 10th plenum on 19 May, he did 
ot attend the proceedings. Later two 
'senior party leaders conveyed to him 
the plenum's wish that he abandon his 
leadership responsibilities, pending the 
‘November congress when a new secret- 
vary-general would be elected. 

_ Three politburo members — Truong 
Chinh, Premier Pham Van Dong and Le 
Duc Tho — have been chosen to serve 
in Le Duan's stead. In keeping with 
Vietnamese tradition, personnel 
Changes are being effected in slow, dis- 
creet steps so as not to convey an im- 
pression of disunity or publicly discredit 
he country's ageing top leadership. 
There has been no official confirma- 
tion of Le Duan's renunciation of 
power. However, the party leader's 
health — and his political standing as 
well — has been the subject of intense 
speculation since his absence at the 
"opening of the 24 June mid-year session 
of the national assembly. This is the fifth 
time in 10 years he has missed an assem- 
bly session. On the other occasions, he 
was abroad or ill. 

. Diplomatic observers said that since 
his return from Moscow in April, after 
‘nearly a three-month  soujourn, .Le 
‘Duan has made only four public appear- 
ances. Although he led a VCP delega- 
tion to a recent Soviet party congress, it 
“was the Vietnamese delegation's deputy 
leader, Vo Chi Cong, who briefed the 
VCP on the Soviet congress. 

. Well-placed East European sources 
in Hanoi said Le Duan, who has been 
suffering from a kidney ailment, sud- 
denly took a turn for the worse in mid- 
January and was flown to the Soviet 
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nion for SE medical c care. m Feb- 








ruary, rumours swept Hanoi that he had 
died. For nearly a week, party cadres 
and people in the street discussed the 
rumours before an. official denial, 
prompted by a report of the rumour by 
the Hanoi correspondent of the Agence 
France Presse newsagency, was made. 
Some Hanoi-based diplomats won- 
dered whether the long official silence 
was an indication of the secretary-gen- 
eral's uncertain health or reflected 
Official dissatisfaction with his leader- | 
ship. 

Growing popular criticism of the 
government's handling of the economy 
notwithstanding, the debate between 
the leadership’s ideologues and the 
more pragmatic reformers is still far 
from settled. While the party's reform- 
minded group — spearheaded by lead- 
ers from the south — has consolidated 
its position in recent months, they seem 


to be moving ahead slowly for the sake 
of party unity, regional balance and 
gaining a broader consensus. 

Instead of a Mikhail. Gorbachov- 
style succession, by which a sharp gen- 
erational change was effected in the 
Soviet party, the Vietnamese are appa- 
rently preparing a formula. under which 
a few old but reform-minded leaders 
oversee a transition to a new generation 
with new policies. It was under such an 
approach that the much-criticised con- 
servative vice-premier. To Huu, 65, was 
replaced by Vo Chi Cong, 73. who IS 
older but more popular than Huu for his 
strong advocacy of a system of produc- 
tion contracts and autonomy for state 
enterprises. 

Although Vo Chi Cong played a key 
role in the National Liberation Front in 
the south during Hanoi's war against the 
former South Vietnamese government 


and its US ally, being of central Viet- 


namese origin his leadershipis better re- 
ceived by conservatives. in. the north 
than by leaders in the south. 


iat 
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: “Sweeping cabinet reshuffle brings in reformers- 


anging the c ard | 


One allegorical political commen- 
tary heard by this correspondent during 
a recent visit to Vietnam was: Misery 
can only befall a country where. a poet 
runs the economy and a “strategist 
looks after the affair of a maternity 
suit." The poet in question was. Huu, 
who has been the butt of public criti- 
cism for his opposition to economic re- 
form and his alleged leading role in à 
demonetisation programme instituted 
in September 1985. There is also regret 
that Vo Nguyen Giap, the brilliant 
strategist credited with Hanoi's mili- 
tary victory over the south, has only 
been given responsibility for family 
planning. 

A more cryptic political commentary 
said in French that the Vietnamese peo- 
ple would. like to have three.. 
(with “voeux” pronounced as 
EE wD: Vo Chi Cong an 
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New appointees 


Shick UHE TAKEUCH 
BEVIEWTABLE by Ricky in ieee Sasa 
Kiet. With the appointment of Vo Chi 
Cong as first vice-premier (there are 
strong rumours that he will. succeed 
Pham) one wish has been granted by the 


party. 


o Van Kiet, chairman of the plan- 


| M o: commission, has been a key in- 


novator in economic reforms and many 
would like to see him in a more powerful 
role. And Giap continues to be popular, 
despite his political decline since 1980. 
Although Giap is not a politburo 
member and retains only his central 
committee position, he is believed to 
have- made a political comeback in re- 
cent months. Some well-placed Hanoi- 
based sources even suggest that Giap 
could be a strong candidate for secret- 
ary-general with Nguyen Van Linh, a 
southern reformer who returned to 
the politburo last year, as his deputy. 
It is too soon to tell whether all three 
Vos will make it to the top, but the re- 
cent cabinet changes — the most sweep- 
ing reshuffle since 1982 — reflect just 


ist wind 


ired eight minis- 


ters including ihe first vice-premier, and . 


replaced most of them with officials who 
have been the vanguard of reform in the 
provinces. 

The reshuffle takes place against a 
backdrop of a deteriorating economy 
and a tense political situation. A disas- 
trous decline in the economy, which 
began with the September 1985 cur- 
rency reform, has continued. Price in- 
creases have also continued unabated, 
and chaos in the wage-price structure is 
said to-have brought industry to a near 
halt -resulting in an even greater scar- 
city. of: goods than usual. Sources said 
the people's faith in the government has 
sunk to án all-time low. 

Debate during the unusually long 
May central committee plenum, which 
dragged on from mid-May to 9 June, 
seems to have tilted the balance further 
in favour of the reformers. In a com- 
munique issued on 21 June, Hanoi an- 
nounced that seven ministers — those 
heading communications and transport, 
finance, home trade, foreign trade, the 
state bank, mines and coal, and culture 





— and Huu had been relieved of their 
jobs. In addition to reform-booster Vo 
Chi Cong's elevation to vice-premier, 
four key economic ministries have gone 
to innovators whose reforming efforts in 
the provinces bore fruit. 

The Ministry of Home Trade has 
been taken over by Hoang Minh Thang, 
party secretary of Quang Nam-Danang 
province, who is a pioneer of greater 
liberalisation of the economy and who 
helped to increase the supply and distri- 
bution of goods in his province through 
a combination of tax incentives to small 
traders and a market-oriented pricing 
policy. 

The foreign trade portfolio has gone 
to Doan Duy Thanh, party secretary of 


Haiphong and one of the early cham- 


pions of the production contract system. 
He set up import-export companies in 
each of the northern pon city’s districts 














-and promoted exports of handicraft and _ 


agricultural products from the pro- | 


vinces, through ^Haiphong's foreign 


trade department. Haiphong is lauded 
in the official press for its innovative ap- 


proach to trade and for its role as a 
major foreign-exchange earner. 
Commenting on the recent reshuffle, 
one Hanoi-based observer detected a 
subtle approach by the southerners. “It 
seems [Nguyen Van] Linh and [Vo Van] 
Kiet want to carry on their revolution 
without too obvious a role for southern- 
ers, That is why the reformist line is 
being promoted under the cover of pro- 
moting successful northern advocates." 


f all the new appointees only one is 
a southerner. Luu Minh Chau who, 
as director of Ho Chi Minh City's Im- 
port-Export Co., helped to earn US$100 
million in 1985 — nearly half of Viet- 
nam's hard currency earnings — has been 
made director of State Bank of Vietnam. 
Unconfirmed reports from Hanoi 
suggest that the May central committee 
plenum decided on an even larger re- 
shuffle than was announced, possibly 
including the ministries of defence and 


} 


foreign affairs. Sources said Col-Gen. 
Le Duc Anh, a politburo member and 
the commander in charge of Hanoi's 
Cambodia operation, is likely to replace 
Gen. Van Tien Dung, whose leadership 
and personal life has been criticised. 

Foreign Minister Nguyen Co Thach 
is reported to have been criticised for his 
handling of Cambodia and Vietnam's 
relations with the US, but it is unclear 
whether he will be replaced. Some Viet- 
namese diplomats abroad recently 
hinted that Thach would soon have 
greater responsibility — indicating that 
he may relinquish day-to-day involve- 
ment in foreign affairs. Thach is known 
to be a strong supporter of reform anda 
proponent of wider ties with the West. 
It remains to be seen whether the price 
of promoting economic reform is paid 
by promoting a tougher foreign-policy 
approach. ü 
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| medical staff. The Khmer Rouge clai 


Anti-Vietnamese groups 
join forces in an attack 






































By Rodney Tasker in Bangkok 3 
first-hand account of the 28 Mare 
Khmer resistance attack on Cam 
bodia’s second largest city has booste! 
hopes among the anti- Vietnamese co 
ition's supporters that the three resist 
ance factions can work well togethe 
when they want to. Col Kruoch Yoeum 
who commanded troops loyal to Princ 
Norodom Sihanouk during the raid, 
gave a small group of correspondents i i 
Bangkok a detailed account of the nigh 
attack on Battambang, the first majo 
action in which guerillas from all thr 
factions played their part. dii 
The Sihanoukist faction, whos 
12,000-strong military forces are call 
the Armée Nationale Sihanouki 
(ANS), is regarded by analysts as mu 
more reliable in its battlefield accoui 
than its numerically much stronger co 
munist coalition partner, the Khr 
Rouge. The other non-communist f. 
tion, the Khmer People's National L 
eration Front (KPNLF), is still riven 
a serious leadership dispute and : 
months has been incapable of prese 
ing coherent battlefield reports. 
In his briefing, Yoeum said 750 nor 
communist fighters — 550 ANS and 26 
KPNLF troops —- took part in the m 
night attack, moving towards the c 
from the northeast. On the way, uni! 
were sent to pin down Vietnamese an 
Heng Samrin regime outposts, so t 
eventually 150 ANS and KPNLF troo 
entered the city. They attacked the à 
port — where there were no airera 
at the time — ammunition and pe 
rol dumps, and food warehouses, kil 
ing two Vietnamese soldiers in the p ; 
cess. —. k 
The idea was to stay in the city 
only one hour, more as a propagar 
exercise than a serious bid to capture Ba 
tambang. According to Yoeum, Vie 
namese soldiers of the two regiments a 
signed to defend the city and its su 
rounds were taken by surprise and Vi 
namese settlers on the outskirts: ran 
the city centre in panic. 
The Khmer Rouge, who have abc 
5,000 guerillas in Battambang provin 
simultaneously attacked in grea 
strength from the northwest, west an 
south. They hit thé city's hospital, bi 
two years ago in the northwestern su 
urbs, claiming to have killed two Sovit 


to have killed 150 Vietnamese, but in. 
reference typical of the non-commun 
factions’ Soepueat attitude towards ! 





| mally believed only 30% 
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Rouge's claims. But he confirmed that 
the Khmer Rouge had suggested the 
raid two days previously when com- 


— | manders from the three factions met 


about 15 km northeast.of the city. 
Khmer Rouge field doctorsalso treated 
the ANS wounded (returning them to 


| their units wearing, Khmer Rouge uni- 


forms). 

Yoeum, a former paratrooper cap- 
tain in the army of the ousted Lon Nol 
regime, also stressed the importance of 
propaganda actiVities among Cambo- 
dian villagers, which he and his troops 
carried out during his six-month man- 
oeuvre inside Cambodia. He said villa- 
gers were helpful both in terms of pro- 
viding intelligence on the enemy and in 
supplying food, which his troops 
scrupulously paid for, and propaganda 
leaflets highlighting Sihanouk were 
widely distributed. 


hile the three factions still operate 
mainly on an independent basis 
militarily, combining only for major 
exercises like the Battambang raid, they 


.| all recognise that winning the hearts and 


minds of a people who have now under- 
gone more than seven years of occupa- 
tion by 160,000 Vietnamese troops, is 
vital to their campaign. 

From Yoeum’s account, it appears 
that the resistance forces have already 
managed to accomplish to a large extent 
a modus vivendi with troops of the Viet- 
namese-backed Heng Samrin regime. 
“We don’t fight each other,” he said. 
Also, Heng Samrin forces apparently 
provide a clandestine source of ammun- 


| ition, selling it to ANS fighters who 


travel from the border with an average 
of only 300 rounds per weapon. 

The resistance coalition’s main sup- 
porters, China and Asean, have been 
putting increasing pressure on the three 
factions to carry out joint operations in 


| order to present a viable international 


image. In this context, the Battambang 
attack may prove a milestone. But ANS 
commanders still complain that the 
Khmer Rouge — which at any given 
| time have as many as two-thirds of their 

|. 30-40,000 forces inside Cambodia — 


| hinder their advance deeper into the 


country. 

The faction claims it has 7,000 of its 
men in the interior, but at the moment 
they are mainly restricted to the north- 
| western and western provinces of 

Oddar Meanchey, Siem Reap and Bat- 
J. tambang, and are thwarted in their 


| eventual aim of moving further south in 
| a pincer movement around the Tonle 


| Sap (Great Lake) to Pursat and Kom- 
= | pong Thom provinces. Some Western 


A diplomats believe that after the success 


of Battambang and more recent, small- 
er joint engagements, the Khmer 
Rouge may yield further ground to 
allow the coalition to become a more 


— | united force. 
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Nuclear hot potato 


Daya Bay plant is not a fait accompli, Chinese hint 


By Emily Lau in Hongkong 


r lans to build China's first major 
nuclear-power plant at Daya Bay in 
the Shenzhen Special Economic Zone 
could be scrapped if China decides it is 
not in the interests of Hongkong which 
is only 50 km away, a senior Chinese of- 
ficial in Hongkong told the REVIEW. 
But he warned that Peking would not be 
intimidated or pressured by people who 
tried to politicise the issue. 

This is the first time that a Chinese 
official has hinted that the HK$27 bil- 
lion (US$3.5 billion) Daya Bay plant 
is not a fait accompli, contrary to the 
popular belief in Hongkong that Peking 
is determined to go ahead with the nu- 
clear project despite any opposition. 

At the same time, a senior Hong- 
kong Government official told the 
REVIEW that one solution to the mount- 
ing public pressure to shelve the project 
— site preparation for which has started 
— would be to convert it into a conven- 
tionally fuelled plant instead. 

If these comments do indicate a wil- 
lingness to rethink the Daya Bay project 
on the part of the Chinese authorities, it 
would constitute a realistic appraisal of 
the importance of Hongkong public 
opinion. Peking may have accepted that 
a determination to push ahead with the 
plant in the face of anti-nuclear feelings 
affecting sections of the Hongkong 
population would enormously compli- 
cate its task of re-absorbing Hongkong. 

Local anxiety over the Daya Bay 
project has been building since the 
Soviet Chernobyl nuclear accident. En- 
viromentalists, trade unions, student 
groups, politicians, academics, pressure 
groups and even Hongkong members of 
the Peking-appointed Basic Law Draft- 
ing Committee (BLDC), have come out 
vehemently against the project. The 
BLDC is responsible for writing a mini- 
constitution for the Hongkong Special 
Administrative Region when the terri- 
tory reverts to Chinese sovereignty. 

Spearheading the anti-nuclear cam- 
paign in the local press has been Hong- 
kong BLDC member Louis Cha, pub- 
lisher of the influential Chinese-lan- 
guage daily Ming Pao. Cha is also 
on the executive committee of the 


. Basic Law Consultative Committee, a 


180-member organ for collecting Hong- 
kong public opinion on the Basic Law. 
Apart from giving the Daya Bay issue 
prominent and comprehensive cover- 
age in his own newspaper, Cha has writ- 
ten a number of hard-hitting editorials 
urging Peking to abandon the project. 
Cha has said Hongkong is vulnerable 
to rumours and anti-communists might 
make use of rumours of an accident at 


Daya Bay to destroy the “one country, 
two systems” experiment. He has also 
said that if there was alarm over Daya 
Bay, it could have a serious éffect on 
tourism, exports and even Hongkong’ S 
status as a financial centre. fi 

Another influential Chinése’ lan- 
guage daily, Hong Kong Economic 
Journal, has said the issue will demon- 
strate whether Peking listens to Hong- 
kong public opinion. 

During a BLDC sub- -group meeting 
in Shenzhen on 30 June, five Hóripkong 
members — Louis Cha, Cha Chi-ming, 
Martin Lee, Szeto Wah and Maria Tam 
(the last three are also members of the 
Legislative Council) — told the deputy 
director of the Hongkong and Macau 


t1 


RINGO TANG 


Cha: threat of rumours. 





Affairs Office, Li Hou, that the people 
in Hongkong urge China to reconsider 
the project, and that there is fear and 
concern not just over safety, but other 
social, political and economic implica- 
tions. Lee has asked the Hongkong 
Government not to support the project 
unless the power plant is moved further 
away from Hongkong. 

A group of more than 40 Hongkong 
organisations have launched a signature 
campaign aimed at getting public sup- 
port for shelving Daya Bay. They hope 
to gather at least 500,000 signatures to 
demonstrate to Peking the depth of 
anxiety among local people. 

The senior Chinese official told the 
REVIEW that some Hongkong people 
are trying to pressurise China into doing 
what they want. “In matters like this, we 
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scientific and technical manner, not 
drawing politics into it," he said. He ac- 
cused some people of linking the issue 
with the attitude of the Chinese Gov- 
ernment towards Hongkong public 
opinion, trying to suggest that if China 
does not act according to their demands 
it showed China would not listen to 
Hongkong on other issues. 

"Such ideas are preposterous and 
far-fetched,” he said. “China will study 
the issue carefully and independently 
and will not be fooled by these pres- 
sures. We have faced up to the United 
States and the Soviet Union and will not 
be cowed by intimidations and pressure 
from Hongkong." 

He said China would get experts and 
informed laymen to study the matter 
scientifically and reasonably. “If China 
decides Daya Ray is a real menace to 
Hongkong, we won't be so stupid as to 
insist On building the power plant so 
near to Hongkong. After all the efforts 
China has made in the settlement of the 
Hongkong question and the pledge to 


SOUTH CHINA MORNING POST 





maintain Hongkong's prosperity and 
stability for 50 years after 1997, would 
we put a devouring tiger in Shenzhen to 
destroy all this?” he said. 


he official admitted there is genuine 

concern about the safety of the 
power plant, but said he had expected 
the highly educated Hongkong people 
to be more scientific in the discussions 
rather than to resort to “political bluff- 
ing.” He also resented suggestions that 
the nuclear power plant be moved 
further inland, because the implication 
of that was that the lives and security of 
other Chinese people are cheaper than 
those in Hongkong. 

The official said Daya Bay started off 
as a joint venture between Guangdong 
province and Hongkong and coopera- 
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stop or alter the plans should be made 
jointly. n - 

Hongkong Government and dip- 
lomatic sources say the Peking leader- 
ship is split over the Daya Bay issue. 
There has also been speculation that the 
career of Vice-Premier Li Peng may suf- 
fer if the Daya Bay project is shelved. Li 
is a leading Chinese official responsible 
for the project and has been tipped to 
succeed Premier Zhao Ziyang. The offi- 
cial dismissed such speculation. “They 
think that anything to do with Hong- 
kong has all-embracing ramifications in 
China. Daya Bay is a minor matter, If 
the project is stopped, it will have no ef- 
fect on the career of a vice-premier,” 

In an effort to defuse the situation, 
some Hongkong Government officials 
have suggested that an alternative 
would be to build a conventional oil or 
coal-fired station. One senior official 
said there was no question of a Hong- 
kong administration telling China what 
to do, but admitted that it would be dif- 
ficult for the nuclear project to go ahead 
in the post-Chernobyl atmosphere. 

The Hongkong official said it would 
be logical and prudent to wait until the 
painful lessons of Chernobyl can be ab- 
sorbed. He predicted that in five years' 
time, nuclear technology would be 
much more advanced and improved. 
The Chinese official said he liked such 
suggestions because they were "con- 
structive and were not attempting to 
pressurise China." 

The Hongkong Government plays 
an important role in the Daya Bay pro- 
ject, and it is agreed that without Hong- 
kong approval, the project would prob- 
ably not have materialised. The owner 
and operator of the proposed plant is 
the  China-incorporated Guangdong 
Nuclear Power Joint Venture, 75% of 
which is owned by China’s Guangdong 
Nuclear Investment Co. and 25% by 
Hongkong's privately owned utility 
China Light and Power's subsidiary, 
Hong Kong Nuclear Investment Co. 
The plant is planned to become fully 
operational in 1992, 

Despite Guangdong’s need for 
energy, 70% of the station's output is 
earmarked for sale to Hongkong be- 
cause of China’s need for foreign ex- 
change, thus Hongkong will be virtually 
financing the project. On top of such 
economic considerations, political mo- 
tives are apparent: Daya Bay would be 
seen as useful cement to the Sino-Bri- 
tish joint declaration on the future of 
the territory. 

Contracts with the principal equip- 
ment suppliers, Framatome of France 
for the nuclear plant and GEC of Bri- 
tain for the generators, were signed last 
year. The Hongkong offictal said if 
China should decide to alter plans for 
Daya Bay, Framatome could build 
another nuclear power plant some- 


where else in China, possibly in a more 


remote area. 
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New talks, 
old talks 


Peking and Lisbon meet to set - 
a date for Macau handover 





peu — 


Up. 


DE ps e 





" - 


B au 


By Robert Delfs and Emily Lau 


W ith the technical details of Hong- | | 
kong's Basic Law now being thrash- | - 
ed out, China has opened the first round | - 
of talks aimed at formally reclaiming its | | 
last piece of territory under foreign ad- - E 
ministration — the tiny Portuguese en- |. 
clave of Macau. | 
In the first round of talks in Peking | 
on 30 June and 1 July, China and Por- |. 
tugal reached agreement on the general | 
agenda for the talks and exchanged | 
views on “some matters of substance," | 
according to a brief communique issued | 
at the close of the talks. Sources close to |. 
the talks said the agreed agenda wasex- | 
tensive and detailed. The next round of | | 
talks is scheduled to take place in Pe- - 
king in September. v E 
Neither side was willing to discuss | 
what substantial matters were raised, | 
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issue will be to agree on a timetable for — 
reversion to Chinese sovereignty. In 
contrast to the Sino-British talks on the — 
future of Hongkong in 1982-84, the | 
question of ultimate sovereignty over | 
Macau is not an issue, since Portugal | 
has acknowledged China's sovereign- | 
ty A 


g 


the Chinese Liaowang magazine on 26 
May said China's fundamental princi- | 
ple was “to restore sovereignty over | 
Macau and maintain Macau's socialsta- | 
bility and economic development," | 
adding that the "one country, two sys- | 
tems" concept, the basis of the Sino-Bri- 
tish accord over Hongkong, is also | 
applicable to Macau. | 
Before the talks opened, Ma Man- | 
kee, a pro-Peking Macau community | 
leader, was quoted by a Hongkong TV | 
station as saying Portugal would like to | 
stay on until 2003 — in order to com- | 
plete 450 years of administration — | 
but the Chinese had turned that | 
down. | 
Ma was quoted as saying he “under- | 
stood" the latest possible date accept- | 
able to Peking would be somewhere be- | 
tween 1997 and 2000. | 
One difference between the Macau | 
and Hongkong situation is that of na- | 
tionality, which for Britain has been a. |. 
major problem, since it is not allowing | 
the majority of Hongkong British pass- | 
port-holders the right to reside in Bri- | 
tain. On the other hand, anyone born in. | 
Macau before 1979 is eligible for full | 
Portuguese citizenship, including the |. 
right to reside in Portugal. Some 50,000 - | 
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already hold 
Chinese, Macanese (mixed Portuguese- 
Chinese descent) and emigrants from 
Portugal, and as many as one-quarter of 
Macau's 400,000 population may be 
eligible. 

One of China's main concerns over 


the future of Macau is that the Por- 


tuguese administration may become a 
powerless “lame duck" during the tran- 
sition. period, facing Peking with the 


- | problem of whether it should send in 
= | cadres to run Macau — a decision which 


would rightly have repercussions in 
Hongkong, a senior Chinese official in 
Hongkong told the REVIEW. 

"But if we just look on, it would be 


.. bad for Macau and bad for Hongkong. 


Just because of this, the Macau ques- 
tion has to be handled even more deli- 
cately than. Hongkong," the official 


said. 


M eanwhile, in China's Shenzhen 
Special Economic Zone, major dif- 
ferences over Hongkong's future politi- 
cal system emerged at Basic Law Draft- 
ing Committee (BLDC) political sub- 
group meetings ending on 1 July. These 
included the role and status of the Hong- 
kong Special Administrative Region 
(SAR) chief executive, the relationship 
between the executive authorities and 
the legislature, the definition of demo- 


. cracy and the pace of democratisation. | 


BLDC deputy general Lu Ping, who 
is the secretary-general of the Hong- 
kong and Macau Affairs Office under 


| the State Council, said the political sys- 


tem was the most difficult part of the 
Basic Law because of the divergent 
views. He said some of the differences 
would probably not be resolved even 


. when the Basic Law was drafted. 


There was heated debate on the role 
of the chief executive compared with 
the present governor. Some Peking and 
Hongkong members said he should 
have a superior status and not be re- 
garded as a part of the executive au- 
thorities, while other Hongkong mem- 
bers violently disagreed. According to 
the Sino-British joint declaration, the 


= SAR “executive authorities shall abide 


by the law and shall be accountable to 


the legislature." This was seen as a way 
of checking the powers of the Peking- 


appointed chief executive. 
There was also disagreement over 


whether the present executive au- 


thorities were accountable to the Legis- 


lative Council. Some argued that the 


legislature should be given the power to 
sanction, impeach and even dismiss the 
chief executive and his principal offi- 
cials. 

Speaking to reporters, Lu said Bri- 


. tain and China have a common under- 


standing on the interpretation of key 
words and phrases in the joint declara- 
tion and nj 

the joint declaration, both countries 
should do it together. " 


"s 


en it came to interpreting | 
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The parting of the ways 


US and New Zealand cannot agree on nuclear ban 


By James Clad in Manila 
hat US Secretary of State George 
Shultz heard about New Zealand's 
two-year-old ban on visits by nuclear- 
powered or -armed ships when he met 
Prime Minister David Lange in Manila 
on 27 June convinced him he had no 
further reason to delay fulfilling his 
long-threatened response. "We part 
company as friends," Shultz said as he 
left the room, “but we part company." 
Shultz thus effectively has with- 
drawn an American security guarantee 
to a treaty alliance partner for the first 
time since the World War H, with for- 
mal notes to follow. Confusion arose 
about the exact effect of Shultz’ words, 


Lange and Shultz: ideological gap. 
all the more so after he said later that 
“New Zealand's actions basically take it 
out of the [Anzus] treaty structure." 

A senior Australian foreign affairs 
official, however. told the REVIEW: “It 
is not right to say New Zealand is out of 
the treaty. What has happened is a 
unilateral US renunciation of its respon- 
sibilities to New Zealand under the 1951 
treaty — which in any event only re- 
quires the parties to. ‘consult’ before 
taking some kind of action to meet a 
common danger.” Lange — who acts as 
his own foreign minister —- said the 
treaty itself still stood, though New Zea- 
land would continue. not to. attend the 
Anzus ministerial council. 

The timing of Shultz words, much 
more than their content, surprised offi- 
cialss Both Lange and Australian 
Foreign Minister Bill Hayden expected 
the unilateral renunciation to come at 
an Anzus council planned for August in 
San Francisco, or when Lange's par- 
liamentary Labour majority actually 








passes legislation making New Zealand 
nuclear-weapons free. 

Washington says a clause in the 
proposed bill requiring the prime minis- 
ter to "satisfy himself” that a visiting 
ship does not have nuclear. arms 
breaches a long-standing US practice to 
"neither confirm nor deny" the pre- 
sence of nuclear weapons on US ships or 
aircraft, bases or storage facilities. 

According to the Reagan ,adminis- 
tration, the proposed law, therefore, 
amounts to a “fundamental attack on 
the theory of nuclear deterrence,” as a 
senior US official put it, keeping out an 
ever-growing number of US, combat 
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vessels now being fitted with nuclear- 
capable cruise missiles. 

Undeterred by the US reaction, 
Lange believes the high noise level from 
Washington has strengthened domestic 
support for Labour’s non-nuclear po- 
licy, rather than the reverse. He spoke 
of a recent poll which showed more than 
9096 of New Zealanders are opposed to 
nuclear weapons in the country. 


rom the US side, Lange's state- 

ments increasingly suggested a 
broadening ideological gap between the 
two countries. Australian diplomats 
claim Washington sorted out its options 
long before Shultz reached Manila. 
These included formal renunciation of 
the 1951 treaty, a unilateral revocation 
of US obligations to New Zealand 
under the treaty and/or concluding a 
separate memorandum of understand- 
ing with Australia to govern defence ties 
between the two. 

Diplomatic sources agree that Shultz 
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ply handling the New Zealand problem, 
and he did not choose Manila by acci- 
dent to sever the security commitment. 

Diplomatic sources from all three 
Anzus countries suggest that the highest 
level of US policymaking (which in- 
cludes Defence Secretary Caspar Wein- 
berger as well as Shultz) sees their at- 
titude towards New Zealand as a conve- 
nient lesson to other allies in Europe or 
Asia that play a defence role far more 
significant than hosting occasional ship 
visits, but could. be susceptible to the 
“New Zealand virus.” 

One of the most important of these is 
the Philippines, where US air and naval 
bases occupy more than 100,000 hec- 
tares of Luzon. And though Lange in- 
sists New Zealand's policy is “not for ex- 
port,” the change of government in 
Manila’ in February has increased 
nationalist, “anti-base” sentiment, 
though to what degree no one is sure. 

During the Asean meeting, del- 
egates to the Philippines’ Constitutional 
Commission drafting a new constitution 
in another part of Manila were discuss- 
ing, among other matters, various “nu- 
clear-free” or anti-base options. And at 
the final Asean press conference, 
Philippine Vice-President (and Foreign 
Minister) Salvador Laurel said, to 
Shultz’ noticeable chagrin, that the US 
could not bring nuclear weapons into its 
bases “without the consent and agree- 
ment of the Philippine Government.” 

Speculation about “the New Zea- 
land virus,” meanwhile, centres on the 
likely next moves by Washington. “We 
were alliance partners . . .” said Shultz 
using the past tense, “but that does not 
mean we transform an ally into an 
enemy. The ally is still a friend.” Fears 
focus on trade sanctions, though Lange 
describes Shultz’ attitude as “immacu- 
late” in this regard, and says he has no 
reason to believe Washington will spon- 
sor trade retaliation. 

Less clear is the Reagan administra- 
tion’s willingness to go to bat for New 
Zealand if Washington farm lobby 
groups seize the chance to move against 
beef and dairy imports from New Zea- 
land. Conniving in this game, however, 
would. complicate Washington's in- 
creased interest in liberalising agricul- 
tural trade worldwide, sources said. 

And while New Zealand opposition 
National Party leader Jim Bolger de- 
scribed Shultz’ move as leaving New 
Zealand “effectively defenceless,” 
Lange's view that “New Zealand does 
not see being defended by nuclear 
weapons as any sort of assurance" still 
commands majority support. 

"What is obvious," Lange said in 
Manila, is that “the New Zealand Gov- 
ernment and people are not going to 
have nuclear weapons in the country. 
We are not challenging the neither-con- 
firm-nor-deny policy, nor are we with- 
drawing from Anzus. But we will not 
have nuclear weapons in our land.” gg 
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Foreign ministers agree Asean has reached a plateau 


I 19th Asean ministerial and post- 
ministerial conferences have 
brought the six-nation grouping to the 
end of a path charted 10 years ago when 
communist victories in Indochina, rising 
commodity prices and multilateral trade 
diplomacy re-invigorated the regional 
association founded in 1967. After four 
days of meetings in Manila, many del- 
egates said Asean has now reached a 
point of no return; it must either move 
towards genuine interdependence or ac- 
cept increasing drift. 

A surprisingly candid opening ad- 
dress by Philippine President Corazon 
Aquino caught the mood. "After 19 
years of existence Asean should already 
be evaluating the impact of regional 
economic cooperation; instead it is end- 
lessly discussing how to get it off the 





Aquino: fear for Asean's future. 


ground." Aquino said Asean still has 
"problems which . . . threaten to render 
meaningless our continued associa- 
tion." 

At a number of levels the Asean con- 
ference results seemed to belie this criti- 
cism; with for example, the six members 
signing an emergency regional oil-shar- 
ing arrangement to help members in 
times of shortage or oversupply. And in 
the post-ministerial meetings with its 
six "dialogue partners" the forum's 
diplomatic usefulness showed itself 
anew. 

Malaysia's Tunku Ahmad Rithaud- 
deen raised the problem of yen-denomi- 
nated foreign debt with Japanese Foreign 
Minister Shintaro Abe and Australia's 
Bill Hayden, and had an amicable session 
with Indonesia's Mochtar Kusumaat- 
madja and agreed to try to avoid a repe- 
tition of the recent uproar over a Sydney 
newspaper article which Jakarta ob- 
jected to. 

Yet the grouping's self-questioning 





mood surfaced in the gaps of the joint 
Asean communique and in closed-door 
discussions. And while much talk 
turned on Asean's slow pace towards 
economic interdependence, delegates 
said the current torpor flows from a con- 
fluence of issues, only some of which 
stand out as clearly economic. 

For example, most Asean members 


still display a mixed reaction to Papua - 


New Guinea's clear desire to accede to 
the 1976 Treaty of Amity — a prime 
document in the post-1975 revitalisation 
of Asean. The move would be the 
penultimate step before becoming a full 
member. While they have goodwill for 
Port Moresby, which for some years has 
enjoyed special observer status at these 


conferences, the Asean countries point- - 


edly asked Papua New Guinean 
Foreign Minister Legu Vagi if his coun- 
try would be “monogamous” (that is, 
resign from the South Pacific Forum 
after joining Asean). Privately, some 
feel Papua New Guinea could pull re- 
gional attention the “wrong” way — 
away from Indochina and more towards 
potentially 
concerns. 


» another area, Malaysia's lingering 
doubts about a modest "Asia Paci- 
fic Cooperation" (APC) programme 
launched in July 1984 continue to 
retard the fulfilment of this political 
vision. 

Asaface-saving move ministersagreed 
in Manila that 32 APC projects already 
initiated with dialogue partner funding 
should proceed, but that they will not 
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carry the name “APC” nor will any new | - 


projects be started for two years. Simi- 
larly, Jakarta’s thinking on a regional 


nuclear weapons-free zone got no. 


further in Manila, receiving little new 
encouragement, and some vigorous dis- 
couragement from some dialogue 
partners. 

This feeling of both political and eco- 


nomic drift has reached the Foreign- 


Ministry bureaucracies of member gov- 
ernments which, much more than the 
formal Asean Secretariat in Jakarta, do 
the real managing of Asean. Directors- 
general of the *national secretariats for 
Asean" have met twice this year in an 
emergency mood, in Malaysia and 
Singapore. 


"We are basically very worried," one - 


of them said to the REVIEW. “This may 
be our last chance to re-invigorate the 
grouping." The impending Asean Sum- 
mit just a year away now adds an ele- 
ment of urgency to the task. At the very 
least there is, as Mochtar said, a sense 
that Asean has reached another 


plateau, calling for a “thorough reas- 


sessment" of its purpose and potential. 
— James Clad 
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Riot suspect detained: unknown mastermind. 


THAILAND 





Phuket ‘scapegoat’ 


Sacked governor says others didn’t want to know 


By Paisal Sricharatchanya in Phuket 


Ithough the Thai Government has 

managed quickly to restore law and 
order after the 23 June rioting and arson 
in Phuket, it has yet to come out with a 
clear-cut explanation on the complex 
cause of the violence. 

Claiming he was made a scapegoat, 
an embittered Sanong Rodphothong, 
dismissed as local governor, told the 
REVIEW he was left alone to cope with 
the crisis as none of the phu yai 
(senior people) wanted to get involved. 
Sanong was sacked four days after riot- 
ers burned down the controversial 
Phuket tantalum plant and caused seri- 
ous damage to a resort hotel. He was 
transferred to a *desk job" in Bangkok. 

It was Sanong who had invited all in- 


terested local parties to a public hearing - 


on 23 June to be addressed by Industry 
Minister Chirayu Issarangkoon Na 
Ayuthaya, hoping the controversy 
would be settled once and for all. It was 
the crowds assembling for the meeting 
which started the rioting and Sanong 
was blamed for miscalculating the event 
and failing to plan contingency mea- 
sures to cope with possible violence. 
One striking aspect of the whole inci- 
dent is the local people's gross ignor- 
ance about the very controversy that 
culminated in the rioting. Few of them 
appear to know what the rare metal tan- 
talum is or understood the process of ex- 
tracting it from tin slag — which en- 
vironmentalists have claimed could pro- 
duce dangerous pollution. All the locai 
people have come to believe is that their 
holiday resort faced a potentially deadly 
danger that could rival Bhopal or Cher- 
nobyl. In retrospect, the government — 
or more importantly the undertaking 
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company, Thailand Tantalum Industry 
Corp. (TTIC) — are partly to be blamed 
for failing to explain the project's true 
nature. 

Aside from general assertions that 
the 23 June demonstration was 
exploited by rival political and business 
groups to justify their own ends 
(REVIEW, 3 July), investigators say they 
are still unable to identify the real mas- 
terminds or their motives. Of the 52 sus- 
pects arrested as of 30 June, the most 
prominent figure was Revudh Chin- 
daphol, a New Force Party candidate 
who is standing for parliament in the 27 
July general election against five other 
candidates. 

The sons of a mining and rubber 
plantation tycoon, Revudh and his 
brother, Ronnachai, were arrested on 
29 June on charges of inciting riots, 
which carries a maximum penalty of 
death or life imprisonment. Both are 
said to have been seen leading the 


protesters at the airport and at the 


Phuket Merlin Hotel. However, they 
have denied the charges. The other 50 
suspects arrested earlier on arson and 
looting charges have been identified as a 
combination of Phuket natives plus 
workers who migrated here in recent 
years from other provinces. 


Te southern-based 4th Army and 
provincial police authorities were at 
loggerheads during the one week that a 
state of emergency was in-force. While 
the police were acting on instructions 
from Bangkok that tough action must 
be taken against those implicated in the 
rioting — Bangkok is concerned that 
any leniency would further undermine 
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already damaged confidence among in- 
vestors — the 4th Army was preoc- 
cupied with the somewhat narrower ob- 
jective of restoring calm. l 

In the initial stage, the police were 
criticised for causing undue alarm by 
checking foreign visitors’ luggage, and 
creating resentment among local resi- 
dents for allegedly beating some of the 
suspects. According to one authorita- 
tive source, 4th Army commander 
Lieut-Gen. Wanchai Chitchamnong felt 
the police should put off any further ar- 
rests until the situation had completely 
returned to normal. Torr 

Another area of conflict centres on 
the differing perception of what lay be- 
hind the violence. Police intelligence re- 
ports suggesting the involvement of 
former communist insurgents jand: sus- 
pected infiltration by Muslim saboteurs 
were discounted by the military as 
exaggerated and aimed at sparing the 
police from extensive criticism. for inef- 
ficiency during the day of rioting. 

Sources told the REVIEW that Wan- 
chai, who headed a military-police task 
force, recommended the lifting of the 
emergency during a high-level meeting 
in Bangkok on 28 June — on grounds 
that it was no longer necessary. 

However, some analysts linked the 
speedy lifting of the emergency to an 
unspoken concern in the 4th Army 
leadership that an extended military 
presence here might lead to mis- 
construed notions in Bangkok. As one 
insider put it: “It’s a well-known fact 
that Wanchai is a classmate of Gen. Ar- 
thit Kamlang-ek, the supreme com- 
mander [recently relieved of his army 
command by Prime Minister Prem Tin- 
sulanond and due to retire in Sep- 
tember]. It is also known that the day 
Arthit was dismissed from the army 
commander post, he was with Wanchai 
in the south. So Wanchai obviously 
doesn’t want to create any misun- 
derstanding with Prem, to whom he is 
also close.” 

Vaguely promising “appropriate as- 
sistance” for the damaged parties, a 
government statement on 29 June 
pledged strict action against the 
wrongdoers. It also assured Phuket resi- 
dents of no action which would harm the 
island's tourism. According to a senior 
TTIC executive in Bangkok, the com- 
pany would soon launch another feasi- 
bility study to establish the economic 
viability of relocating the plant. 

Although the company has an- 
nounced it would not sue the gov- 
ernment, informed sources told the 
REVIEW that a two-man, fact-finding 
team from the International Finance 
Corp. (IFC), the World Bank's affiliate 
which is both the project's equity part- 
ner and major lender, has privately indi- 
cated that the Thai Government should 
be held responsible for the damage. The 
team is not expected to make any formal 
finding here, but is to report to the IFC 
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Divide and rule 


Ershad; Bangladeshi troops: institutionalising the army s role in politics. - 
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Ershad tries to benefit from a split in the opposition 


By Salamat Ali in Dhaka 


ES, angladeshi politics enters a delicate 
phase after the newly elected parlia- 
ment convenes this month. With the 
Jatiya Party (JP), backed by President 
H. M. Ershad, enjoying a parliamen- 
tary majority, the general-turned-presi- 
dent’s position seems very secure now. 
But the presidential election later this 
year — which Ershad will surely contest 
— could make him vulnerable. To be- 
come an elected president he will have 
to give up his concurrent post as army 
chief. 

Before he casts off his uniform, Er- 
shad has to find a formula, acceptable to 
civilians and the military, to in- 
stitutionalise the role of the army in na- 
tional affairs. The major rationale for 
the bloodless military coup which 
brought him to power in March 1982 
was to give the armed forces an effective 
say in running the country. 

Although considered too soft and 
emotional to keep a tight hold on the 
restive military, Ershad has proved a 
much better manager of the army than 
his predecessor, the assassinated Gen. 
Ziaur Rahman who had the reputation 
of a cold-blooded ruler. Under Ershad, 
Bangladesh has not seen any attempted 
military coups, while Zia had to put 
down several bloody uprisings by his 
soldiers. Thus, Ershad has earned the 
grudging respect of even his civilian an- 
tagonists, who though desiring a return 
to democracy, assign a much higher 
priority to keeping Bonapartism -in 
check. 

Having secured the full cooperation 
of the military, Ershad has been able to 
use soldiers in roles which his predeces- 
sors considered too risky. He deployed 
the army to maintain law and order dur- 
ing the May parliamentary elections. 
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Sheikh Hasina Wajed, leader of the op- 
position Awami League, has charged 
that the army was used in rigging the 
elections in favour of JP candidates — 
particularly in constituencies where 
fresh balloting was ordered by the au- 
thorities. 

In the event, the credibility of the 
May elections remained debatable and 
the JP ended up with a thin majority of 
153 in a house of 300. Khaleda Zia, the 
leader of the Bangladesh National Party 
(BNP), told the REVIEW that the JP’s 
failure to win a two-thirds majority was 
not due to lack of trying. 

But Ershad appears confident and 
unworried about the JP’s paper-thin 
majority. Despite ruling the country 
under martial law, he has revived most 
parts of the constitution, except for 
some crucial provisions on the justicia- 
bility of basic human rights. All the 
same, he needs the backing of two- 
thirds of the MPs for some important 
parliamentary decisions in the coming 
months: to ratify his 1982 assumption of 
power as the chief martial-law adminis- 
trator; to indemnify his government 
from legal action against decisions 
taken during martial law, and to keep 
him in power as the legitimate presi- 
dent until the next head of state is 
elected. 

However, Ershad has reasons to re- 
main relaxed and confident about his 
hold on power. The JP will get all the 30 
special seats reserved for women, cho- 
sen by a simple parliamentary majority. 
Under the anti-defection law, JP MPs 
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cannot vote against the government 
without losing their seats. The JP has 
also announced that of the 32 indepen- 
dent MPs, 27 had signed up with the 
majority party by 19 June. And as Er- 
shad told the REVIEW, some of the 
minor opposition parties with three to 
four seats each have assured full support 
to the JP in its drive to secure a two- 
thirds majority for the measures gov- 
ernment wants the parliament to legis- 
late. 

Under the circumstances, Ershad is 
likely to have his way in the parliament 
despite Hasina's determination to frus- 
trate him. However, claiming the sup- 
port of 104 MPs, Hasina said: “The 
indemnity bill is his [Ershad's] baby 
and I do not see why we should help 
him." 


ost neutral observers also rule out 

the re-emergence of the pre-election 
opposition front led jointly by the 
Awami League and the BNP. Even in 
the unlikely event of the two women — 
Hasina and Khaleda — joining hands, 
they would not be able to destabilise the 
Ershad regime through violent extra-par- 
liamentary agitation. These observers 
feel that the popular mood is against 
violence and street agitations could not 
last for more than a couple of days at a 
time. 

The recent elections have also stood 
in the way of the Hasina-Khaleda alliance. 
Through the elections the Awami 
League has retained its countrywide 
base as a major well-organised party 
with a large network of dedicated 
cadres. On the other hand, by boy- 
cotting the polls Khaleda’s BNP has 
emerged as the party of genuine opposi- 
tion to Ershad’s rule. In an alliance 
Khaleda is likely to upstage Hasina as 
the tough and uncompromising opposi- 
tion leader. 

Khaleda has already begun attacking 
Hasina. She told the REVIEW that she 
kept away from the polls because she 
knew there was some kind of a deal be- 
tween Ershad and the Awami League 
and that there was widespread talk 
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. end of her BNP which is held together 
-— mainly by her charisma and the memory 


total civilian supremacy and insulation 










about Ershad allocating the seats to be 
contested by the Awami League and 
some other parties. 

Hasina Wajed, on the other hand, is 
somewhat on the defensive and points 
out that Khaleda Zia had first agreed to 
contest personally 150 seats leaving the 
other 150 to her, in an attempt to turn 
the parliamentary polls into an anti- 
Ershad referendum. Ershad prevented 
such an eventuality by a new law under 
which no candidate could contest from 
more than five constituencies. Accord- 
ing to Hasina, Khaleda later agreed that 
her party would contest 120 seats but 
backed out at the last moment. 

The two women are highly reticent 
about their next moves including par- 
ticipation in the presidential poll. Both 
argue that it is too early to talk about it 
and also that they could not express 
their views without a decision by their 
own parties and other opposition par- 
ties aligned with them. Hasina says 
ominously: *We are not sitting idle. We 
are working." She argues that for the 11 
years the Awami League had been in 
opposition it had avoided confrontation 
and suffered army rule quietly. She adds 
that the people have shown that they 
do not want army rule and it is up 
to the army to decide if it wants to 
force the country to the brink of a civil 
War. 































































































AT if her BNP posed a serious chal- 
lenge to Ershad, Khaleda replied: 
“If it is not, why is it that at every occa- 
sion — referendum, local self-govern- 
ment elections and now the parliamen- 
tary elections — we are put in jail and. 
why is it that even today a number of my 
partymen are in prisons?" 

Khaleda faces a dilemma. She can 
keep out of the presidential poll later 
this year if martial law remains in force. 
But if martial law is removed, she will be 
under public pressure to contest. How- 
ever, should she be defeated in the elec- 
tion, many suspect, that would be the 















































of her late husband. 

Except for the promise of a return to 
civilian rule, her platform is similar to 
Ershad's, who too is a strong believer in 
her party's main ideological planks: 
Bangladeshi nationalism, opposition to 
secularism, patronage to religious ele- 
ments and an unarticulated but unmis- 
takable suspicion of India. 

Ershad's position is stronger, for he 
represents the army consensus against 






































of the military from national affairs. Al- 
though Wajed wants to convince the 
army that its interests would be safe in 
an Awami League government, the 
military is bent on retaining a direct 
hold on government. Ershad's political 
future could depend on how success- 
fully he manages to evolve a well-de- 
fined role for the army in running the 
country. 





























pes some fears it continues to 
nurse about its role, the Bangladesh 
army is now in a dominant position in 
the country’s politics. It has come a long 
way since the war of national liberation 
in 1971 from which it emerged essen- 
tially as a rag-tag force. The period be- 
tween 1971 and early 1982 was a tumul- 
tuous one for the army as it went 
through several coups and mutinies, re- 
sulting in the assassinations of two of the 
country’s presidents. 
At present the army is in an enviable 
osition. The pro-army Jatiya Party 
JP), created by President H. M. Ershad 
who is also the army chief, won a major- 
ity in parliamentary elections in May. 
The parliamentary opposition led by the 
Awami League is wooing the armed 
forces, and so is the other major opposi- 
tion group headed by the Bangladesh 
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Hasina: wooing the generals. 





National Party (BNP), which boycotted 
the polls and seeks the resignation of 
Ershad from the presidency as a precon- 
dition to it joining the mainstream of 
electoral politics. 

Sheikh Hasina Wajed, the leader of 
the Awami League, told the REVIEW: 
“The Bangladesh army is our army and 
those in it are our brothers or sons." Po- 
litical analysts think that the Awami 
League took part in the May elections 
because it wanted to allay the military's 
long-standing suspicions of the party 
and to convince the officers that it was 
capable of providing a better alternative 
to either the JP or the BNP. 

The BNP's boycott of the elections 
was also based on its expectations of the 
army. Foreign diplomats in Dhaka and 
sources in the JP believe that BNP chief 
Begum Khaleda Zia — widow of the 
former president Ziaur Rahman — has 





Strategy for power 


The army wants its say in national affairs 


a considerable following in the army, 
especially among a section of middle- 
ranking officers. According to a JP lead- 
er, some officers helped Khaleda with 
her party's anti-election posters in May 
and she was kept under house detention 
during the polling to prevent the possi- 
bility of her stirring up trouble among 
the troops. 

Despite the growing politicisation of 
the army, there is a near unanimity 
among analysts that the military today is 
a far more disciplined force than it was 
four years ago when Ershad staged his 
coup. Gone are the days when the so- 
called leftwing revolutionary councils 
were mushrooming in the cantonments 
and causing disaffection among the 
ranks, making the officer corps the 
target of all their grievances. The chain 
of command in the army has since been 
re-established. 

Although there is wide- 
spread agreement among 
Dhaka's intelligentsia that the 
next president will be a military 
figure, the  soldiery also 
realises that army rule is no 
longer acceptable to the mass- 
es. All the same, the army 
wants to continue its effective 
association with political 
power. Ershad took over the 
country in 1982 because he felt 
that the army could not remain 
insulated from running the 
country's affairs. 

With the new parliament set 
to convene this month, the 
generals face a situation some- 
what similar to that in early 
1979. At that time Gen. Zia 
felt that with him doubling as 
the army chief and president 
and his own BNP in power, the 
army would feel adequately re- 
presented in national affairs. 
However, the army felt that it had been 
relegated to the background and was 
being increasingly neglected. 

Now in a bid to civilianise his admin- 
istration, Ershad has formed the JP, 
held the elections and is preparing to 
seek a popular mandate for himself 
through presidential polls. With the 
hindsight of his predecessor's experi- 
ence, he is now searching for a way to 
formalise the army's association with 
political power before he steps down as 
the army chief. 

Military officers have played a be- 
hind-the-scenes role in forming the JP, 
whose manifesto, without going into de- 
tails, calls for associating the army with 
national affairs. The lack of details obvi- 
ously arose out of differences between 
the generals and the civilian politicians 
in the JP. | 

The generals have examined the 
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Turkish Constitution under which the 
army chief of staff becomes the presi- 
dent of the country automatically. They 
have also looked into the Indonesian 
model but have found both these unsuit- 
able for wholesale adaptation to local 
conditions. 

It is believed that the generals have 
evolved some formula but are still reluc- 
tant to talk about it, preferring their 
civilian associates in the government to 
come up with their own ideas. But the 
generals decidedly are in a hurry. 

Ershad is not unmindful of the 
realities. He has appointed his chief 
staff officer, Maj.-Gen. Atiqur Reh- 
man, as the deputy chief of staff of the 
army, possibly to pave the way for his 
taking over the army chief’s job when 
Ershad vacates it. Three generals who 
are on the active list but are in his 
cabinet, are to retire soon. And Maj.- 
Gen. Nooruddin, another important 
figure, has been transferred recently as 
commander of the key 9th Division at 
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Khaleda: officer-corps suppo 


Savar a few kilometres from Dhaka. 
Also, military intelligence services have 
now been bolstered to monitor closely 
the mood among troops. 

One institutional arrangement al- 
ready decided upon is to associate the 
commanders of the five divisions of the 
Bangladesh army headquartered at 
Chittagong, Savar, Bogra, Comilla and 
Jessore with the economic development 
activity of the country's administrative 
regions. The constitution also empow- 
ers the president to appoint one-fifth of 
the cabinet from outside the parlia- 
ment, but generals and bureaucrats 
have to retire from their jobs to become 
ministers. However, according to Er- 
shad, neither economic development 
councils nor the induction of retired 
generals into the cabinet fulfils the need 
for the army's formal association with 
national affairs. Apparently, it will have 
to be achieved through an amended 
constitution. — Salamat Ali 
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T os In the May parlia- 
ea "Ow mentary X elections, 
the Jatiya Party formed by Bangladeshi 
President H. M. Ershad won a majority 
and also paved the way for a presiden- 
tial poll to be held later this year. 
Ershad is willing to lift martial law be- 
fore the forthcoming election under cer- 
tain conditions, which will probably be 
stipulated after the president consults 
major Opposition parties. 

In a wide-ranging interview recently 
with the REVIEW’s New Delhi bureau 
chief, Salamat Ali, Ershad discussed the 
political situation in the country. Ex- 
cerpts of the interview: 


Will you be a candidate in the next pres- 
idential election likely to be held later 
this year? 

What is the choice? The Jatiya Party 
has won the elections in my name. It 
needs a leader. So I have to [contest]. 


Would you comment on the allegations 
that there was widespread vote-rigging 
and intimidation of voters in the par- 
liamentary polls, most of it engineered 
by officials? 

For what purpose should I have done 
that? If I were to rig them, I could have 
ended up with a two-thirds majority, 
which I do not have. 


Bangladeshi politics has been marked by 
a schism between secular and religious 
forces. Would you enshrine secularism 
in the constitution to attempt a re- 
conciliation with the Awami League 
which swears by secularism and social- 
ism? 

I do not believe in it, It cannot hap- 
pen in my lifetime. The politics of the 
people of Bangladesh is quite clear. 
They are never going to accept sec- 
ularism because they know that other- 
wise their very existence would be at 
stake. 


Would you accommodate the Awami 
League on its demand to rehabilitate 
the late Sheikh Mujibur Rahman as the 
father of the nation? 

The constitution already has a provi- 
sion for that, but it needs to be decided 
by the parliament. I do not know whether 
parliament would do it. One more 
thing: it is not a correct assumption that 
only the Awami Leaguers were for the 
liberation of the country. There were 
a lot more [people] outside [the 
league]. 

[Some] may say Gen. Ershad did not 
fight for the liberation. But I am the 
father figure of the freedom fighters 
[the armed forces] and they address me 
as father. I have given them [armed 
forces] representation in the cabinet for 
the first time in the history of 





INTERVIEW M. ERSHAD | 
The candidate speaks 
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Bangladesh. No one had ever done that 
before. 


What is the state of the armed forces 
now? 

I can tell you it is no longer a rag-tag 
army. It is a disciplined and well-trained 
army that can take on any adversary. It 
has proved itself in the last four years. 
That is why I tell the people, please take 
us with you. We do not want to rule you; 
we do not want to be ministers and do 
not want to be in the parliament. We 
may have some views which we should 
be allowed to express. You may or may 
not accept those views but at least hear 
us. We too are part of the nation. Do 
not look down on us. We should at least 
be heard. 


Would such demands not amount to the 
wholesale politicisation of the armed 
forces? 

No. You are wrong. Look at it this 
way: the appointment of the chief of 
staff is a political appointment. They 
[the generals] are political too, in a way. 
But I do not see any danger from the 
army. We do not want to be neglected, 
that is all. 


In the past exiled former officers shel- 
tering in Libya could return and stir up 
mutiny in the cantonments. Can such 
things happen now? 

That sort of thing may not be possi- 
ble any longer. Insha Allah [god willing] 
... that is why I ask, why can't the intel- 
lectuals help me? Why can’t the army be 
respected? Why can’t you help for- 
malise the thing [the army’s role]? We 
do not want a political role. Just recog- 
nition and we will be there all the time to 
help you . . . There was a time when 
Rakhi Bahini militia was raised and it 
aroused fears in the army that their 
role would be usurped by the Rakhi 
Bahini. 

If that sort of thing does not hap- 
pen, why should the army bother you. 
For four years we have not troubled 
you and have worked with total dedica- 
tion. 


Would it satisfy the armed forces to 
have one-fifth of total seats in the na- 
tional cabinet? 

No, not that. That is out. I might 
take one or two in my cabinet if there 
are some suitable retired officers. Basic- 
ally it is the question of the association 
of the armed forces [with the nation's af- 
fairs]. 


Would that association take the form of 
a role in the national development pro- 
cess? 

That too. And the [role will be in] 


several other forms also. 
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WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
Lotto—the world's most popular form of lottery. 
It's the lottery in which you pick your own 
numbers and it's called "6/49" because you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 
Mark six numbers on each game board 
you wish to play. 





PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 


[FREE BONUS > 
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That’s right ... you can win millions by picking your own numbers playing Lotto 6/49—Canada's most popular- 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it's all — 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than 

$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 

been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
find out because now you can play the lottery that's making so many millionaires in Canada. | 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DO I KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish.and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 
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"o predict any political plienomedon 
 @ relating to Thailand is a highly risky 
business. but judging from the turn of 
events since the dissolution of parlia- 
“ment on 1 May 1986, one can identify a 
iumber of factors which may even per- 
mit this born cynic to look forward to 
he future with some degree of op- 
imism. 

. On the domestic scene, the crucial 
ssue is that of the premiership, which in 
urn is related first to the question of the 
valance of power within the armed 
orces and, secondly, to the develop- 
ments in party politics. It is an open sec- 
et that the incumbent prime minister, 
rem Tinsulanond, wishes to remain in 
ffice at least until the end of next year 
when festivities and ceremonies mark- 








irthday take place. 


"wash his hands of politics," 


In the immediate aftermath of the 1 
May dissolution things looked pretty 
'rim indeed. All the major parties were 
ivided and in disarray — except the 
Democrats who were riding high on a 


and fears abounded that “disorder” 
ting from such internecine conflicts 


ication for a military coup d'etat. 
vere were rumours of some military 
ficers' 
elées before and after the dissolution. 


my commander and one of the pre- 
niers main rivals, considerably in- 
lamed these rumours by preparing a 
videspread reshuffle of regimental and 
'attalion commanders and by setting up 
military control centres to "monitor" 

he elections. To make things worse. 

'rem infuriated his many supporters in 
he political parties by refusing to com- 
mit himself to run for parliament, and 
»ovoked some party leaders to state 
'ategorically that they would adhere to 
he principle that the next prime minis- 
er be an elected member of parliament. 

| This rejection of, asit were, a "back- 
door" premier opened up the prospect 
of the premiership going either to Pichai 
Rattakul, the Democrats’ leader, or 
3en. Pramarn Adireksarn, the then 
Chart Thai Party leader — two political 
igures whom many I in the armed forces 















ng King Bhumibol Adulyadej's 60th 


Thus, his decision to dissolve parlia- | 
ment and call for an early general elec- | 
ion was not a reflection of his desire to | 
but was a | 
ast-resort constitutional means of pre- | 
erving the option of extending his pre- | 
miership in the face of very strong oppo- | 
ition both inside and outside parlia- - 


wave of important by-election victories | 
ould provide either a reason or a jus- 


involvement in the political | 


ing forward with 
s optimism | 





feel are unworthy and inappropriate to 
take up the reins of government. Amid 
these developments some were openly 
talking about the possibility of the poli- 
tical situation in Thailand becoming like 
the one in the Philippines in February 
1986. 

Then came Prem's coup de main on 
27 May, dismissing Arthit from his post 
as the army commander and replacing 
him with the premier's trusted support- 
er, army chief of staff Gen. Chaovalit 
Yongchaiyut. Tension in the armed 
forces continues to this day but it is tem- 
pered by the fact that Prem, through the 
skilled manoeuvres of Chaovalit and the 
support of Chulachomklao.. Military 
Academy classes 1 and 5, is in control, 
at least to the extent of being able to 


Gen. Arthit Kamlang-ek, then the | 
ER 


block PN initiation of à coup against 
him by a key army unit. 

This opens up the prospect of Prem 
returning to form his fifth government 
after the 27 July elections. His dismissal 
of Arthit was a loud and clear signal to 
the major political parties to fall in line, 
and most of the party leaders, including 
Maj.-Gen. Chatichai Choonhavan who 
has just taken over the Chart Thai 
Party's leadership, have indicated one 
way or another their willingness to ac- 
cept a "suitable outsider" as the next 

Sukhumbhand Paribatra is the di- 
rector of the Institute of Security 
and international Studies, Chula- 
longkorn University, Bangkok. 
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premier. A coalition government com- 


E 
prising the Democrats; the Chart Thai 
Party, the Social Action Party (SAP) 
and Rassadorn Party is a real possibil- 


ity. o 

Any military opposition. to this out- 
come is likely to be neutralised by 
Chaovalit’s consolidation of power 
within the army and by his continued 
pledge to step down at the age of 55 (or 
thereabouts) instead of the legal retire- 
ment age of 60, which will keep “con- 
tented” his potential successors, includ- 
ing First Army Region commander 
Lieut-Gen. Pichit Kullavanich and 
leader of the Class 5 officers Lieut-Gen. 
Suchinda Kraprayoon. -~ 

Given his style of leadership, the 
prospect of Prem forming yet another 
government is hardly a scintillating one, 
and given his emphasis on- survival 
rather than good governance, many of 
the country’s problems are likely to re- 
main untackled. But it seems fair to con- 
clude that once more continuity and sta- 
bility have been brought about, that 
Thailand has once more been given a 
breathing space to recover from the 
trials and tribulations of its political 


| development. 


There is also the prospect of changes 
in Thailand's policy towards Cambodia 


| induced by domestic political i 
| ments. 


or, of these development is a shift 
in the balance among the major po- 


| litical parties. There is no doubt that the 


SAP is in decline and that the Democrats 
are riding high. Consequently it is fairly 
certain that the latter will greatly in- 
crease the number of seats in parlia- 
ment. If the Democrats are to form the 
backbone of the post-election govern- 
ment and insist on having the Foreign 
Ministry portfolio, this will remove from 
office the person who has. been one ar- 
chitect of Thailand's Cambodia policy 
since 1979, namely Siddhi Savetsila. 

“In his stead there will be someone 
approved by Pichai, who in the past had 
been well known for his advocacy of a 
more flexible policy towards Vietnam 
and who still prides himself on having 
contributed towards improving rela- 
tions between Thailand and the In- 
dochinese countries in the mid-1970s. 
Indeed, Pichai himself might become 
the next foreign minister. — 

One variation of this scenario is s that 
the Democrats and the Chart Thai Party 
are joined together in a coalition and 
the Foreign Ministry portfolio is given 
to the latter. This development will 
probably have the same impact, for the 
Chart Thai member of parliament likely 
to take over this protfolio is Chatichai, 
who has extensive experience in foreign 


affairs and who entertains ideas not. dis- 


similar to Pichai's where Cambodia i is 
concerned. 








































no longer exclusive, influence,- Here 
another development — the replace- 
ment of Arthit by Chaovalit — indicates 
that it is not unreasonable to expect po- 
licy shifts. 

The new commander has been in 
charge of security of the Thai-Cambo- 
dian border for the past few years and to 
this extent is closely identified with the 
present policy. Nevertheless his promo- 
tion may paradoxically prompt him to 
review the past policy direction. One 
reason is that as army chief he does not 
have to draw his power and prestige 
from his responsibilities for border 
security. — | 

Another is self-image: Chaovalit 
prides himself for being Kao Jai, or the 
great conciliator, and as suggested by 
the unusual presence of the Lao ambas- 


him on his promotion, he may see a de- 
tente with the Indochinese countries as 
the supreme test of his ability to forge 
reconciliation where there is hope for 
none. The third reason is Chaovalit's as- 


a éj Chaovalit’s] promotion E 
[as army commander] may 
paradoxically prompt him to 

^. review the past policy _- 
. direction [on Cambodia]. ? 
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pirations. There is little doubt that the 
new army commander is. a future con- 
tender for the premiership and to this 
end has to demonstrate his statesman- 
ship. The last is Chaovalit's past affilia- 
tions. with the Democratic Soldiers 
Group... 


- In the mid-1970s, 





when the nation | 
; had to face a torrent of political and | 
. SOCio-economic crises, many military | 
“officers began to take a deep interest in | 
| the analysis of politics. One group was | 
Chulachomklao Military Academy | 
Class 7 officers who later became | 
known as the Young Turks. 

Another group comprised a number 
of staff officers whose duty it was to plan | 
for the eradication of the growing com- | 
munist insurgency and who later formed | 
an informal group known as the | 
“Democratic Soldiers." The focus of | 
this. group’s interest was of course on 
domestic politics, but the Democratic 
Soldiers also advocated a more or less | 
coherent foreign policy direction vis-a- | 
vis the Cambodia question, namely a 
neutral, non-interventionist posture for : 
Thailand towards what was considered | 
to. be an internal conflict among 
socialists, which very much went against | 
the official policy. | 

The group is no more; most of its | 





| rather naive and impracticable; and | 
‘most of its core members have been for- 


| 
| 
| 
| 
i 
| 
sador at his residence to congratulate | 
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gotten even by those in the know. But 
the fact remains that Chaovalit once was 
a part of this group, and it is not incon- 
ceivable that deep down he might have 
retained some of the more realistic ideas 
espoused by the Democratic Soldiers. 

The third development is the revival 
of the political fortunes of Gen. Harn 
Leenanond. The former Fourth Army 
Region commander's growing role in 
the Democrat Party has been rendered 
much more significant by the dismissal 
of Arthit who for a long time has been 
his nemesis, and it is certainly within the 
realm of possibility that in a Democrats- 
dominated coalition he will be given a 
high-ranking portfolio in security af- 
fairs. 

Harn too was once affiliated with the 
Democratic Soldiers and still maintains 
a close relationship with Chaovalit, and 
it is not inconceivable that the partner- 
ship between him and the latter will be 
the axis upon which the next govern- 
ment is put together and run. 


Tx changes, if and when they come, 


will.not be apocalyptic in the short 
run, for the formulation and implemen- 
tation of foreign policy seldom change 


in- dramatic fashions. Rather, they are 


likely to take the form of shifts in 
nuances and procedures of diplomacy 
vis-à-vis Vietnam leading to substantive 
changes in the longer run. 

There are many things which could 
upset such predicted scenarios. One 
example is confusion, engendered by 
the.participation of some 16 political 
parties and 3,814 candidates in the race 
for parliament, or caused by scrambles 
for portfolios after the elections, which 
could provoke a military intervention. 


Another is exacerbation of the conflict 


over the Phuket tantalum project, 
which again could precipitate some ac- 
tion by groups in the military with vest- 
ed interests, personal or otherwise, in 
the project. (The tantulum plant was de- 
stroyed by mobs on 23 June, after this 
column was submitted.) 

The third may be Chaovalit's failure 
to unite key field commanders behind 
him, which could make Pichit once 
more a rival power to be reckoned with 
and more sharply polarise the army in 
the process. And the last is intensifica- 
tion of the Thai-Cambodia border con- 
flict at the beginning of the next dry sea- 
son, which could make Thai politics 
veer sharply to the Right and make it 
impossible for any political leader to ad- 
vocate more flexible approaches to- 
wards Vietnam. 

Indeed, the possibility of these deve- 
lopments taking place, singly or in tan- 
dem, means that one could with equal 
accuracy call this article "Looking For- 
ward with (Cautious) Pessimism." That 
is the beauty of Thai politics if not of 
those who make it tick. n 


ncy had always veen- 
impracticable; and. 





| Wang: surprises at ihe top 


President's brother in 
surprise promotion 


By Carl Goldstein in Taipei 
Desunt Chiang Ching-kuo one 

again demonstrated his mast 
over Taiwan’s political scene with a su 
prise reshuffle of top cabinet and milit 
personnel that raised his brother, Ge 
Wego Chiang, to the post of secretar) 
general of the National Security Counc 
(NSC) and named current NSC heac 
Wang Tao-yuan, 72, a longtime cont 
dant, as minister of defence. 
Wang replaced Adm. Soong Chan 
chih, 70, who was named a strategy a 
viser to the president. At the same tim 
Hsiao  Tien-tzang, 51, a nat 
Taiwanese legislator and Kuomint 
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(KMT) official, was made the seven 
minister without portfolio in the go 
ernment. His promotion was seen às 
gesture of support by Chiang for Hsiac 
role in recent efforts by the KMT toe 
tablish a dialogue with the oppositi 
(REVIEW, 29 May), as well as a contin 
ation of the “Taiwanification” of t 
government and ruling m 

The elevation of Wego Chiang, 
at 69 is seven years younger than 
brother, took observers completely 
surprise when the shifts were- 
nounced by the KMT on 18 June. 
three-star general has long been co 
dered something of a political li 
weight. His career was damaged : 
1964 incident in which a small numt 
of troops in an armoured division und 
his command launched an abortive r 





tary uprising. Although personall 
popular with many younger military of- 
ficers who studied under him at the 
Armed Forces University in the 1970s, 
he has until now been kept away from 
positions which entailed significant mili- 
tary or political power. 

The shift resulted in speculation 
about the possibility of another Chiang 
succeeding the president, who has been 
in poor health for years and had an arti- 
ficial pacemaker implanted in his heart 
earlier this year. Since last year, Chiang 
has stated several times that no member 
of his family would succeed him. The 
elder Chiang even dispatched his son, 
Chiang Hsiao-wu, 41, to Singapore in 
February as deputy director of Taiwan's 
trade mission there, a move that was in- 
terpreted as an effort to remove him 
from consideration as a contender for 
the succession. 


TE best explanation for Wego 
Chiang's new job was not that it put 
him in line for taking over supreme 
power. Rather, it should be seen in the 
context of succession politics. Chiang 
Ching-kuo's long dominance of the 
Taiwan political world has stemmed not 
only from his family name, but also his 
finely tuned ability to balance competing 
power centres. Naming his brother as 
secretary-general of the NSC was likely 
to serve as a sop to Chiang family 
loyalists in the party and military, who 
have been unhappy about Chiang's ef- 
forts in the past two years to augment 
the position of Vice-President Lee 
Teng-hui, a native Taiwanese, as heir- 
apparent. 

The selection of the NSC spot for 
Wego Chiang conferred the extra ad- 
vantages of flexibility and ambiguity re- 
garding the precise extent of his influ- 
ence. Established in 1967 by Chiang 
Kai-shek, the NSC, in theory, oversees 
all governmental and military affairs, 
but its actual power can be as large or 
small as Chiang Ching-kuo chooses. It is 
composed of top military and security 
officials, cabinet members, and any 
others designated by the president, and 
its occasional meetings are rarely publi- 
cised. 

Sources said the decision in the first 
part of May to authorise the direct talks 
between China Air Lines and CAAC 
came at an NSC meeting chaired by Pre- 
sident Chiang (REVIEW, 29 May), but 
major decisions are more often made by 
the president himself or in meetings of 
the KMT's Central Standing Commit- 
roe. 

Wang’s move to the Defence Minis- 
try seemed to represent another step in 
Chiang’s construction of a transitional 
power structure. Quasi-diplomatic ob- 
servers said Wang’s close ties to the pre- 
sident would give him sufficient influ- 
ence in the military to serve as a coun- 
terweight to the increasing power of 
Gen. Hau Pei-tsun, chief of the general 
staff. 
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Solution in sight- 
Peking and Thimphu make progress in border talks 


By Mohan Ram in New Delhi 


TO third round of Sino-Bhutan border demarcation talks ended in Peking 
last month with both sides agreeing to meet again in Thimphu next year. 
Premier Zhao Ziyang assured the leader of the visiting delegation, Yeshi 
Tobgyel that China would not interfere in Bhutan's internal affairs and the two 
countries vowed to maintain a *peaceful and friendly border" while seeking 
an early settlement. 

Any agreement resulting from the negotiations which began in 1984 should 
cause both comfort and concern to India because of the diplomatic implica- 
tions. Bhutan, which has a 500-km border with China, maintains that there is no 


. dispute with China because the borders are well-defined by geographical fea- 


tures and the question relates to mere demarcation of the boundary. | 

India has a special relationship with Bhutan. The 1949 treaty provides that 
Bhutan would be guided by India in the conduct of its external relations. Since 
1959, when the Sino-Indian border dispute began intensifying, India has been 
claiming to speak for Thimphu about Bhutan's border with China, a claim not 
recognised by China. 

When India protested on behalf of Bhutan against alleged border incur- 
sions in 1979, China ignored it and chose to tell Thimphu directly that it was al- 
ways ready to discuss the de- 
marcation in a friendly spirit. 
«d ' ^. | Amid Bhutan’s concern for 
is . hu an early settlement and the 

n = | thaw in Sino-Indian rela- 
tions, New Delhi tacitly 
agreed to such direct talks 
without its own participa- 
tion. 

While Bhutan thinks the 
issue can be resolved amica- 
bly and expeditiously, China 
does not seem to be in a 
hurry. Peking’s emphasis is 
on friendly talks leading to 
mutual understanding and 
“eventually” to a solution of 
the border question. 

Indian analysts think that 
China would gradually sort 
out the criteria and me- 
chanics for a settlement, but 
before signing the final 
agreement use the issue as a 
pressure point to establish its 
direct presence in Bhutan through a diplomatic mission, and through aid, 
trade and cultural relations. Bhutan, whose diplomatic presence abroad was 
once limited to New Delhi and the UN, now has its envoys in Dhaka, Geneva 
(for the European Community and the Nordic countries), and Kathmandu, 
and consular presence in Kuwait, Hongkong and Singapore. But it is not too 
keen on a direct diplomatic representation in Peking or on resuming the over- 
land trade with China banned in 1959, 

Although India has maintained a studied silence on the Sino-Bhutan talks, 
the outcome has deep implications for it. An early accord would end the un- 
certainty in the vicinity of Indian borders. It is reasonable to expect China to 
propose a demilitarised zone along its border with Bhutan, just as it has done 
with Nepal. This would lower India's security concern as well as Bhutan's. 

A solution would also improve the atmosphere for resolving the Sino-In- 
dian border dispute. The basis of a Sino-Bhutan accord might establish the 
principles that could be applied to the demarcation of the Sino-Indian border. 

But it might also mean India's isolation because it would be the only non- 
communist country left with a major border dispute with China, which has de- 






BRIAN SHAW 


Chinese arriving in Thimphu for the second 
round of border talks last year. 





marcated its borders with Nepal, Pakistan and Burma but has disputes with 


the Soviet Union and Vietnam. This isolation might curtail India's manoeu- 
vrability in negotiations with China. 
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The IBM Smart Office: 


It's waiting to join your company. 





Í ersonal computers have a way of a long report, they simply touch a key 


multiplying. You get one and producti- ^ to use the high-speed printer upstairs. 


vity increases. So you get another and The IBM Smart Office is a 

the same thing happens. Pretty comprehensive range of solutions de- 

soon you have an office with lots of signed to help people find and use the 

people working on lots of computers. information they need. And more 

Little islands of productivity. than that, Smart Office provides an 
But people don't work in isolation. economical way to share resources 


To work more efficiently: 
they need information 
other people have. 


like disk storage systems, 
modems and high-speed 


printers. 








Thats where the ^^^ Sees SSE Whether your 
IBM Smart Office comes in. It company has a collection of 
joins your whole company by smoothly PCs, larger computer systems or 


linking all your office equipment. a combination of both, there's an IBM 
Consider what this means. Smart Office solution ready to join 
Accounting needs some projections your whole company. 


from Sales. A touch of a key tells Why not join your IBM —' 
smart Office to go and getit. Whenthe tive ina discussion about what a Smart 
Planning Department wants to print Office can do for you. 


It's how we HN it ws that sets us apart. 





IBM is a registered tr: ademark of International Business Machines C orporation 











wet 


give absolute first priority to antici- 
pating and meeting the needs of our 
airline customers. 

A good example concerns obso- 
_lescence. In the last 13 years we’ve 


Meat upgraded the performance of our CF6- 


50 series of engines to a remarkable 
degree—improving fuel efficiency 


ae by 5.6%, increasing thrust from 48,000 ge 
54,000 pounds, and time between 


shop visits from 1000 to 5000 hours. 
Yet, every design change behind 
these improvements can be retro- 
fitted into engines we manufactured 13 
years ago. And the same thing will - 
apply to the next generation of fuel effi- 
cient jet engines now being delivered: 


5 the CF6-80C2. 


~ It all comes down to an atti- 


tude. Promises are not just a matter 


of good intentions. Promises are 
meant to be commitments. 
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TRADE FINANCING 





osition instantly to your office. 


Welcome to 


TRADE FINANCING 





Import and Export procedures and 
documentation can be time-consuming, 
labour-intensive and heavy on paperwork. 
In short, they can cost money and eat into 
your earnings. Hexagon modernises trade 
finance by taking the time, trouble and 
paperwork out of processing, while keeping 
you constantly updated on your trade 
position, at home and around the world; 
right from your office. 


You can open and amend documentary 
letters of credit and monitor their status on 
your screen. You can settle your bills and 
know your total position. You are in full 
control at all times. Up-to-the-minute 
foreign currency rates and your outstanding 


FOREX contracts are also instantly available. 


It’s like having the bank’s trade finance 
department in your office at your beck and 
call. Only faster. 


Hexagon is safe, accurate and secure. A 
range of security features including full data 
scrambling ensures confidentiality for your 
company’s affairs. 


Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world’s leading financial 
institutions with more than 1,200 offices in 
55 countries. 


To find out more about Hexagon and how 
it can help your company, contact the 
Hexagon Centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 


qx) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited ¢ Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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e THEY came as a great relief, those 
few pieces of cool, intelligent prose. 
Amid all the grandiloquence, the jin- 
goistic, drum-beating hype with which 
the American media celebrated the re- 
furbishing of the Statue of Liberty and 
1986's Fourth of July, just a few voices 
were heard deprecating the brag- 
gadocio. 

I've always been puzzled by the 
"We're the Greatest” business, the sing- 
ing of the Star Spangled Banner on 
every conceivable occasion, the endless 
reiteration of paeans of praise and 
pledges of loyalty to Old Glory and 
America the Beautiful as sung by the 
late, great Kate Smith. Such insistence 
on vaunting, bluster and self-puffery 
smacks not of a nation that is convinced 
it is the best but which somehow needs 
to persuade itself that it is. 

@ THE archetypal American heroes — 
Washington, Jefferson, Franklin, Lin- 
coln, Edison, Bell — may have been 
men of much self-confidence, but they 
were hardly braggarts. Thank heavens, 

a few commentators, such as Russell 
Baker, have rewardingly reminded us 

What more-recent heroes were also reti- 

ent about their triumphs: that the best 
bons (Louis Armstrong? Cole Porter? 
uke Ellington? Richard Rogers?) did 
mot sing their own praises for “doing it 
ny way"; that Joe Louis did not go 
around screaming “I’m the greatest,” 

Khat Joe Dimaggio and Babe Ruth never 

welled: “I’m Number One." 

As Reston wrote: “Liberty is a mod- 
-sst goal for modest people. It does not 
-embrace the idea of having it all." To 

araphrase him, it's mostly about ordi- 

Dar people not being pushed around. 

eston neatly demonstrated the pin- 
;»oint accuracy of the Mexican writer 
-arlos Fuentes, quoted by one of the 

BUS news magazines which, in company 

with its competitors and the TV net- 

"works, have recently indulged in spec- 
cacular slurges of "American best" 
iype. Fuentes was asked to describe 
'the ways in which Americans excel." 

Me answered: “What the US does best is 
o understand itself. What it does worst 

es understand others." 

Modestly, Fuentes abstained from 
'ointing out that he, plus all the citizens 
Xf the continent, North and South, are 
^mericans too. 

B» WE in Asia can indulge in a little re- 

poe boasting too. Last week we ran a 
'ollection of crazy headlines culled from 

he Columbia University Review's fea- 

ure The Lower Case. One missed was: 


Enfield Couple Slain; 
Police Suspect Homicide 


The Hartford Courant 12/13/85 





But, on 16 May, the Royal Hong- 
E; Police PR people solemnly put out 


e following announcement: 
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€ ANOTHER item last week featured 
an advertisement for a row of lavatory 
pans from columns of the Las Vegas Sun 
seductively entitled, “Enter a world of 
beauty.” Nearer home, was an adver- 
tisement spotted by Gordon Gresham 
in the pages of the Fiji Sun of 29 April. It 
was for a hardware store, featuring var- 
ious home appliances, including a twin 
set of lavatories “with dual flush, trio 
cistern and seat set.” Potential custom- 
ers were invited to: 


GIVE MUM AN EVERLASTING 
GIFT WITH CONVENIENCE 


@ LOUIS Hao of Yonsei University 
sends from Seoul a Korean blurb adver- 
tising a cushioned toilet seat: 


Y Untired while long seated. 

Q Pek SOAS TSS! SSvict. 

Q Needless any covers. 

Y BUS JHH S€ BAO! S3SLILI. 





Q Softening and do not cold. 
Y 226 HB SLIC. 
Q Be easy to clean and 

Y ziglsgl 7/9441 9/48 XTeL ICH. 


or health. 





€ AS our departing bureau chief in 
Seoul, Shim Jae Hoon (he is on his way 
to take over the REVIEW bureau in 
Jakarta) writes in this week's issue, 
Korea is very much a country of tradi- 
tion — even the tradition of dissent, 
which Shim traces back to the Yi 
dynasty. Since that time, the issue of 
legitimacy, of the right to rule or — in 
Confucian terms — to the Mandate of 
Heaven, has always obsessed those in 
power, and has done so on each side of 
the DMZ since the partition of 1945. 
This obsession, exacerbated by the 
challenge both see posed on the other 
side of that frontier, has at once moti- 
vated most policies of all regimes while 
limiting their options. While in the 
South today both rulers and ruled ap- 
pear inflexible, and while harsh rigidity 
has characterised previous regimes, | 
still maintain much trust in the genius of 
Confucian societies to be pliant when 
necessary. 
e WHATEVER the degree of con- 
frontation, there appears to be no diffi- 
culty when it comes to police recruit- 
ment, even for the women's service. At 































one recent intake in Seoul, 6,692 
women applied to be police officers — 
54 for every vacancy. So the authorities 
can afford to keep standards high. As 
the photograph in the Korea Herald 
spotted by Mike Cooper shows, the ap- 
plicants were solemnly asked to raise 
their skirts so that the shape of their legs 
could be appraised: 


€ THE appraisal was carried out by a 
woman police officer. North of the 
DMZ, however, the Great Leader Kim 
Il Sung gives such matters a more per- 
sonal, hands-on treatment. As the 
Pyongyang Times recently illustrated, 
the Great Dictator was interested whe- 
ther the clothes worn by some lady stu- 
dents fitted properly — and checked the 
matter by hand:  . 


so ! 


€ COMFORTINGLY, even with the 
inspiration of Kim, some miracles are 
beyond Pyongyang. A recent issue of 
Korea Today, discussing preventative 
medicine and public health, admitted: 





It is possible to disinfect tableware 
or underware with boiling water, but 
impossible to do the intestines of 
millions upon millions of people. 
Ne Se ee 

@ IN the South, of course, life is more 
mechanised. Had this ad for vacuum 
cleaners appeared in a British publica- 
tion, no one would have batted an 
eyelid; but as it was spotted by E. Slope 
in a recent edition of the Journal of 
the American Chamber of Commerce 


in Korea, it could well cause confu- 
sion: 
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Electrolux world famous vacuum cleaners 


and carpet shampooers now available in Korea. 





Full range of after service including paper 





dust bags and repairs.Call us today as 
NotHING Suck’s Like ELECTROLUX 
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Radical dissidents join the push for political reform 


Militants speak out 


PY Shim Jae Hoon in Seoul 


| The sight of 
thousands of rioting 
dissidents — shouting 
such slogans as 
"Dow: with military 


dictato: hip" and de- 
manding a "people's 
| constitution" — in the 


western pc. t apei of Inchon on 3 May 
shocked many average South Koreans, 

who had scant notion of a militar 

movemen of dissent in their midst. 

While ‘he six-hour rampage might at 
first have been dismissed.as yet another 
out-of-hard campus rally in support of 
constitutional reform, the level of vio- 
lence in Inchon — which inciuded the 
burning of a ruling Democratic Justice 
Party (DJ?) office and the beating of 
riot policemen with clubs and iron bars 
— has caused concern over the ultimate 
goal of South Korea's dissidents. 

The militants’ unrealistic and Left- 
leaning slog: as calling for a government 
made up of workers and peasants, abol- 
ition of economic policies favouring 
business combines and removal of the 
40,000 US troops based here have led 
observers to wonder if democracy is in- 
deed their only goal. Given the per- 
ceived threat from the commurist 
North, the Inchon violence was a devc- 
lopment many middle-class South Ko- 
reans find impossible to accept 

Viewed from the standpoint of the 
militants, the current debate over con- 
stitutional reform and whether South 
Korea should have c :rect rather than in- 
direct presidential eic “trons seems quite 
beside the point. The mood at Inchon 
indicates that restoring a broader-based 
civilian government through constitu- 
tional revision may not be the answer 
sought by the dissidents. For among 
other things Inchon showed that South 
Korea — long a politically homogen- 
eous nation — might have cracks in its 
political and social foundations. 

While the militants’ violent confron- 
tation with Inchon police provoked a 
widespread backlash against the rioters 
— government-controlled TV played 
up the event, hoping to generate criti- 
cism of the radicals — it nevertheless 
touched off a nationwide debate over 
how quickly democratisation should 


progress. Through a lively discussion of 


the subject in the national press, a con- 
sensus is slowly evolving in favour of 
moving towards political, social and 
economic liberalisation more rapidly. 
President Chun Doo Hwan's DJP 


has recognised the seriousness of the 


E TN HO TS REO DICA TL it Ata 





problem and has agreed in principle to 
revise the constitution during Chun’s 
term, which is to expire in 1988. An 
agreement has been reached with the 
main opposition New Korea Democra- 
tic Party (NKDP) to study constitu- 
tional revision within the national as- 
sembly and a committee was recently 
set up to do so. 

The DJP's concession on the, con- 
stitutional issue, however, will not im- 





Militant student: cry for reform. 


mediately resolve the problem of the 
dissident movement, which includes 
moderate as well as militant elements. 
Defining the movement’s character re- 
mains a controversial issue, with the gov- 
ernment and even its moderate critics 
offering diametrically opposed views. 
To the government “intellectual” 
dissidents, such as students, professors, 
journalists, writers, artists and the 
Christian and Buddhist clergy, are view- 
ed as leftists who threaten national 
unity in the face of the threat from the 


North. But' to a large section of the 


country, the dissidents are simply liber- 
als who are frustrated by what they see 
as the government’s failure to match 
South. Korea's successful economic 
development with a more liberal politi- 
cal system. North Korea's attempt to 
harness dissent in the South as an instru- 
ment to destabilise the government in 
Seoul has further complicated the issue. 

Korea has a long tradition of intellec- 


= * D “i e ~ 


tual dissent reaching back to the despo- 
tic rule of the Yi dynasty (1392-1910) 
monarchs, when literati elites were ex- 
pected — indeed, morally obligated — 
to defend Confucian orthodoxy at the 
royal court. Until the kingdom’s demise 
when the Japanese occupied Korea, 
protests by scholars and writers against 
an erring king or bad policies abounded. 
The price paid for dissent was often 
exile or death. Contemporary dissidents 
in the South: have carried on 
this tradition += unbending in 
principle and convinced: of their 
role as social and political re- 
formers. 

As was the case in the days 
of the Yi dynasty, legitimacy of 
rule lies at the heart of the trou- 
ble in South Korea today. Chun’s 
rise to power on the back of a mili- 
tary coup and his harsh: action 
against a civil uprising in Kwangju 
in May 1980, at a cost of nearly 
200 lives, are basic reasons fom 
some lack of confidence in his 
government. Chun's seizure of 
power dashed hopes for a new 
democratic order in the wake of 
the assassination of former presi 
dent Park Chung Hee in Octobe 
19:79, 


hus the overriding issue be 

tween Chun and the dissident: 
has been the question of the presi 
dent's image among his critics as & 
usurper of power who has nevex 
subjected himself to a true test.o# 
popular will. The dissidents see Chun’s 
administration as an extension of Park” 
harsh rule. The differences betweem 
these two forces is irreconcilable with 
Chun, in the eyes of his critics, seeking 
to maintain military dictatorship anc 
the dissidents demanding full-blowm 
democracy. 

The genesis of modern political ac” 
tivism in South Korea dates back to Oc 
tober 1972, when Park proclaimed mar 


tial law and rewrote the constitution t 


allow him repeated terms in office. Par 
justified his Yushin (revitalising) Cons 
stitution as necessary to concentrate the 
country's efforts towards economie 
development, while at the same tim: 
coping with the threat from the North. 
During the seven years followin 
Park's declaration of martial law, unt 
his assassination in 1979, the forme- 
president's success in the economi 
sphere was reflected in an average anw 
nual economic growth rate of l0*96« 
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What Park failed to realise was that the 
very prosperity achieved under his ad- 
ministration had generated increased 
demands for greater political and social 
pluralism — previously sacrificed for 
the sake of economic development. 

In the 14 years since the Yushin char- 
ter, the dissident movement has gained 
both in depth and breadth. Disparate 
groups of varying hues and degrees of 
influence have competed for attention, 
despite continuous government efforts 
to curb the movement. Under Park, a 
typical dissident might have been some- 
one like Yonsei University history pro- 
fessor Kim Dong Gil, who was jailed for 
demanding the abolition of Yushin and 
restoration of the freedoms of speech 
and press. His equivalent in today's con- 
text might be someone like Rev. Moon 
Ik Hwan, a militant Protestant minister, 
who endorses radical student demands 
for the ousting of the US military 
and the American economic pre- 
sence here. 

A .populist and nationalist, 
Moon, again in prison for anti- 
government activities, clings to 
his goal of a government founded 
on the interests of workers and 
peasants — or minjung. “On each 
side [the North and South], dic- 
tators have used the nation’s par- 
tition as a pretext for suppressing 
the people, so the fight for democ- 
racy should not be divorced from 
the fight for reunification,” Moon 
has written. Outside powers such 
as the US or Japan, he asserts, are 
interested only in keeping Korea 
divided and are bent on subjugat- 
ing Korea politically and econom- 
ically. 

This streak of xenophobia 
stems from the Kwangju uprising 
which, according to Chun’s cri- 
ics, was suppressed with at least 
US compliance. Faced with an 
armed civilian rebellion, the US- 
ed UN Command in South Korea 
is said to have “approved” the deploy- 
ment of a South Korean army division 
ander its authority to put down the in- 
surrection. Many dissidents viewed this 
action. as a further demonstration of 
Washington’s commitment to any gov- 
'rnmerit in Seoul, however authorita- 
‘lan, so long as it is anti-communist. 

US President Reagan's subsequent 
support for Chun has solidified anti-US 
sentiment among the dissidents. And 
'ecent.trade disputes between Seoul 
and Washington — involving US de- 
mands for greater access to South Ko- 
‘ean markets while, at the same time, 
JS manufacturers are seeking more im- 
ort restrictions on South Korean goods 
— have carried such sentiment to the 
*conomic sphere. Workers and busi- 
aessmen alike wonder if the US is now 
»unishing them for the very success 
Washington once praised so highly. In a 
tountry where cries of “Yankee, go 
home” were rarely heard, that slogan is 
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rallying cry for dissi- 
dents of many political stripes. 

Government repression of all forms 
of dissent has, paradoxically, swollen 
the ranks of the anti-government move- 
ment — especially in the past few years. 
Harsh reprisals aimed at critics, such as 
deprivation of jobs or expulsion from 
universities, have pushed some op- 
positionists to becoming fulltime rev- 
olutionaries. 


Oe Ome analysts estimate that dissidents 
of all political stripes — moderate 
reformers and radical revolutionaries, 
including a handful of Trotskyists and 
Maoists — number about 10,000, more 
than 20% of whom find themselves in 
and out of prison for their anti-govern- 
ment activities. The dissidents belong to 
about 100 different groups, which draw 
members from nearly all segments of 





South Korean society. Each organisa- 
tion is active on its own, but remains 
mutually dependent on the others to 
form a whole, more influential body of 
dissent. 

Moon’s Mintongnyon, or People’s 
Movement for Democracy and Unifica- 
tion, comprises 23 organisations repre- 
senting dissident writers and artists, 
professors and students, workers and 
farmers, Buddhist, Protestant and 
Roman Catholic groups and women's 
groups. The police have not been able 
to destroy Moon's umbrella group be- 
cause survivors of government 
crackdowns on its component parts re- 
surrect their groups and new recruits re- 
place members arrested and impris- 
oned. “Ours is a peculiar structure," 
Moon used to boast before his recent 
jailing, explaining that Mintongnyon's 
strength rests on the principle of one for 
all, all for one. 

The failure of intellectuals to win any 
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significant degree of political liberalisa- 
tion over the past two decades through 
peaceful struggle has driven them to 
seek alliances with more militant indus- 
trial workers and farmers. Workers 
have responded favourably to this move 
in the hope of improving their chances 
of launching independent unions to re- 
present their interests rather than hav- 
ing to depend on the government-ap- 
proved Federation of Korean Trade 
Unions. 

Some farmers have also joined 
forces with the intellectuals to further 
their cause in protesting agricultural po- 
licy that favours importation of goods 


which compete with locally produced | 


farm products. 

Students expelled from universities 
for anti-government activities have 
spearheaded the so-called "Into the 
workers" movement. The students be- 
lieve that involving workers and farmers 
in their cause will give it more muscle. 
This movement's nationwide network 


remains invisible and relatively small, 


but it is made up of dedicated and dis- 
ciplined cells that are effectively focus- 
ing attention on the issues of national 
debate. 

Activists from the movement cam- 
paigned for the opposition NKDP in 
the general election of February 1985, 
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contributing significa: 
showing in several k 
was this same stud: 
tion that led rece: .. tacks against 
branches oi the U*--;outh Korean joint 
venture Kor-Am Bank in Seoul and 
other cities. 

The years of effort spent organising 
the anti-government movement — car- 
ried out in defiance of police sweeps, ar- 
rests and imprisonment — were clearly 
in evidence at the Inchon rally. Or- 
ganised and mobilised by expelled anti- 
government student dissidents — some 
1,500 of whom are believed to be active 
in the country's underground labour 
movement — industrial workers pro- 
tested against alleged economic injus- 
tice and consequent social ills, and 
blamed all on the US and Chun. 

"Why must we suffer from low 


y to its strong 
"cities. And it 


wages? Why are we thrown out of | 


| A. 


jobs?" said one of some 50 different rad- 
ical broadsheets distributed on the 
streets of Inchon. *Because under the 
military dictatorship, there can be no 
stable livelihood," it said, answering its 
own question. "The US bloodsuckers 
who support the fascist regime must go 
home," said a leaflet. Extremists chant- 
ing such slogans remain in the minority, 
though there seems to be a trend to- 
wards militants moving into the anti- 
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government movement’s top leadership 


positions. 

Moderate activists from Christian 
churches and NKDP leaders argue that 
extremism will dissipate once the gov- 
ernment initiates a genuine programme 
of political reform. “Extremism such as 
we witnessed in Inchon will disappear 
once democratic institutions are re- 
stored,” said moderate dissident Kim 
Young Sam, an adviser to the NKDP 
who is leading the party's current cam- 
paign for constitutional revision. 

Roman Catholic Cardinal Stephen 
Souhwan Kim denies that more and 
more dissidents are coming under the 
influence of Marxism, as some in the 
government allege. In a well-publicised 
sermon delivered in early May, Kim de- 
fended the dissidents as essentially being 
advocates of social and political reform. 

Cardinal Kim said: “Politically, the 
people have been excluded from partici- 
pation [in the decision-making process]. 
Economically, development has occur- 


Struggling 
for change 


South Korea’s dis- 
4* sidents come from 
= a wide variety of 
| backgrounds and 
range from lawyers 
«c and garment mak- 
ers to Christian 
- " priests and jour- 
nalists. They are united, though, in 
their desire to see political and so- 
cial changes introduced in their 
homeland. Below, are brief profiles 
of four who have suffered in varying 
degrees for their defiance of Presi- 
dent Chun Doo Hwan's regime. 





Park Se Kyoung. As one of the first bar- 
risters to qualify in South Korea after in- 
dependence in 1948, Park has earned 
widespread respect as a senior member 
of the country's legal profession. Yet, 
since he began defending anti-govern- 
ment figures free of charge in 1972, he 
has watched several of his clients take 
their business elsewhere. 

At present, though, that is the least 
of his problems. In May 1985, the Su- 
preme Court banned him from practis- 
ing as a barrister until 1991. It did so 
after upholding the 1980 verdict of a 
military court which found him guilty of 
unlawful assembly and ordered his de- 
tention for 116 days. Park says that all 
he did was to meet a group of other dis- 
sident lawyers. Since he is 67 years old, 
that decision could disqualify him for 
good. He insists the ruling is unconstitu- 
tional and probably stems from the gov- 
ernment's displeasure over his work. 
"They have succeeded in disbarring me, 
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red at the sacrifices of farmers, workers 
and the urban poor. The trend of the 
rich getting richer and the poor poorer 
has deepened the chasm between social 
classes . . . [dissidents taking up their 
causes] are nationalists rather than com- 
munists." 

The government might be under- 
estimating the intensity of the new 
radicalism, as vividly portrayed by a re- 
cent spate of self-immolations by stu- 
dents and workers. Early this year a 


| young farmer — ironically one chosen 


under a government policy to. rehabili- 
tate the country’s sagging rural econ- 
omy — killed himself by drinking 
poison, after his cattle project collapsed 
because of debts. A group of irate farm- 
ers from his village gathered soon after 
at a local church and staged a hunger 
strike protesting against his death. 

To deal with the new surge of 
radicalism, Kim Young Sam and other 
opposition moderates have called on 
the government to institutionalise a 


Park Se Kyoung. 





but not in changing my idea that soldiers 
should stay out of politics,” he said. 

When he was still allowed to practise 
law, he said, the most frustrating thing 
about defending dissidents was that it 
was impossible to win their cases. The 
most he could do was to question them 
in such a way as to help explain their 
motivations. On prison visits, he 
cheered up students by reminding them 
they had sympathy outside. 


Kim Sun Mi. A member of a poor farm- 
ing family in Iksan, Kim was only 16 
when she followed her sister to work at a 
pharmaceutical factory in Seoul in 1973. 
For four years she worked 10 hours a 
day, seven days a week, at a pill-packing 
machine. Finally, inspired by the Urban 
Industrial Mission (UIM), a Protestant 
organisation caring for mistreated teen- 
age workers, she joined 20 friends in 
staging a strike. The management 
raised their pay to the equivalent of 
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vehicle through which militants car 
channel their radicalism into more re 
sponsible programmes. One way o 
doing this might be for Chun or the nex 
government to allow the formation of : 
British-style Labour Party or a Socialis 
Party on the French model that woulc 
represent the interests of the country’: 
new industrial working class. 

Unless some such action is taken 
democratic socialists such as Kim Cho 
and Ko Chong Hun argue, radical dissi- 
dents here may go the way of those ir 
Latin America, where urban guerilla: 
have become an integral part of the poli. 
tical struggle. 


Eo realises the potential danger 
but he differs with the democratic 
socialists on how tọ cope with the chal 
lenge. His DJP is pushing through : 
package of improved welfare policies 
including a minimum-wage system foi 
workers. And yet, these gradualist ap. 
proaches are seen as lukewarm and toc 


US$80 a month, but was alarmed by 
their UIM links. It transferred them to: 
provincial factory from which they were 
later dismissed. 

As by now she was blacklisted as : 
dangerous "agitator" at most factorie: 
in Seoul, she turned to garment stitch. 
ing, moving from one sub-contractor tc 
another at Anyang, where she was un: 
known. She was paid the equivalent o: 
US$4 a day and sometimes, to complete 
urgent orders from the US, she anc 
other girls worked for 22 hours at : 
stretch. Some fainted from fatigue anc 
had nosebleeds. 

Kim (an alias), blamed the harsl 
conditions on "military dictatorship' 
and an economic infrastructure that i: 
under the control of family conglomer 
ates. She dismissed the company's ex 
planation that growing internationa 
competition was driving both prices anc 
profits down. *We're no longer fools. . 
we know when the company make: 
money," she said. Kim, and others, are 
demanding that workers be given the 
right to organise, bargain and strike. 

It was in pursuit of these objective: 
that one Sunday in January this year she 
staged a walk-out with 50 other girl: 
from her factory in Anyang. Company 
thugs grabbed her by the hair and threw 
her out of the gates, denouncing her as : 
communist. Back in Seoul, where sh« 
has few prospects of finding a job be 
cause of her background, she continue: 
to preach a simple message: “Worker: 
are one. We must unite. Don't beg [fo: 
concessions], fight!" 


Park Hyong Kyu. At noon every Sun: 
day, in front of Jungbu police sta- 
tion in Seoul, the Rev. Park, a human 
rights activist, holds a service for abou 
100 people on the street. He has bees 
holding the service for more than a year 
ever since he and many of his congrega 
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slow to deal with the situation effec- 
lively. A more effective means might be 
a loosening of the government's control 
over the trade union movement. 

Chun’s options are limited. Given 
the threat from the North and Chun’s 
need to maintain and, indeed, 
strengthen his regime, he cannot under- 
take sweeping reforms at one stroke 
without running the risk of undermining 
political stability. Key issues such as the 
US role in the South's defence and the 
rivalry with the North make it impossi- 
ble for him to give any encouragement 
to a leftist party that could some day 
challenge his regime's own basic politi- 
cal and economic tenets. 

The need for dissidents to exercise 
restraint and moderation is crucial if 
South Korea is to make peacefully the 
delicate transition to a broader-based 
government. If Chun is to step down at 
the end of his term in February 1988, as 
he says he will, a period of stability must 
go before it. After a quarter of a century 


f 


Park Hyong Kyu. 


tion were evicted from their church by a 
tiny group of rightwing Presbyterian 
militants. Two years ago, while scores 
of police stood watching, the same 
group assaulted Park with clubs and 
lead pipes, giving him serious internal 
injuries and putting him in hospital. 
One of the militants opposing Park is 
reputed to be backed by military intelli- 
gence, and he believes the aim of 
harassing him is to “set an example, to 
show other priests that if they get in- 
volved in human rights they risk losing 
their church." According to Park, the 
militants first objected to his use of 
church funds to sponsor programmes 
that help deprived workers. The Pres- 
byterian hierarchy ex-communicated 
several of the militants, but police, say- 
ing “this is a church matter," have re- 
fused to remove others who remain. 
This situation persuaded Park to 
hold his services in front of the police 
station “where we could at least be 
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of governments 
dominated by the military establish- 
ment, the country’s growing middle 
class is gripped with fear that civil unrest 
will continue. This is why they have 
opted for security and continuity by 
tacitly endorsing Chun's rise to power in 
the summer of 1980. 

Progressively radicalised as it has 
been over the years, the dissident move- 
ment as a whole has reached an impor- 
tant junction. If present unrest worsens, 
there is the likelihood of the conserva- 
tive military establishment veering 
further to the Right in defence of the 
status quo in the name of national secu- 
rity. That would result in serious set- 
backs not only for the dissidents, but 
also for the NKDP. 

In the end, radicalism can only push 
the country into crisis. The exercise of 
or failure to exercise moderation on the 
part of either side in the months and 
years to come will reflect the measure of 
the country's political maturity. Oo 


physically safe.” Park, who is famous 
for his work among the urban and rural 
poor, refuses to back down. Having 
been jailed five times for a total of three 
years under the previous regime for 
championing labour causes and free 
speech, he is in no mood to compromise. 
“The greatest weakness of this regime,” 
he says, “is its inability to go on without 
physical repression.” 


Shin Hong Pom. Eleven years after 
being fired by South Korea’s leading 
newspaper, Chosun Ilbo, Shin’s strug- 
gle for a free press has not ended. Along 
with 32 other staffers, the 45-year-old 
journalist was dismissed by the man- 
agement after campaigning for unre- 
stricted reporting by the country’s old- 
est daily. Now a member of the Free 
Press Movement (FPM), organised by 
800 journalists forced out of their jobs 
between 1975 and 1980, he edits its bi- 
monthly magazine Mar (Words), which 
specialises in news and commentaries 
shunned by the controlled press. 

The magazine’s editors are jailed on 
a regular basis, accused by the police of 
“spreading groundless rumours.” The 
piece that put Shin behind bars for 
seven days last October dealt with the 
government’s use of violence in dealing 
with campus dissent. Because of the 
regularity with which its editors are 
jailed, FPM members take turns in fill- 
ing the post. Five have so far made the 
journey to prison. 

Producing the magazine has given 
Shin and others a fresh perspective on 
what they used to report. “We feel 
ashamed of cur past work [when we 
were] too frightened to tell the truth,” 
he said. Some day Shin and his col- 
leagues hope to return to their former 
newsrooms. “When we do, we'll know 
how to produce a truly honest news- 
paper,” he said. - — Shim Jae Hoon 
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Tales of 
and torture 


Lawyer Lee Don Myong: Could you 
describe how you were tortured? 
Defendant Lee Tae Bok: They 
[police investigators] made me 
kneel on the ground and began 
beating me, saying “you are acom- 
munist, the chieftain.” | told them it 
was news to me, that | was neither a 
chieftain nor a communist. They 
then stripped me naked, tied my 
four limbs tightly to a wooden board 
and poured water [into my nose] 
saying, “you must surrender uncon- 
ditionally.” My stomach swelled and 
| spewed out water. The tremend- 
ous pain made me scream, where- 
upon they gagged me with a towel 
and applied electric shocks... 


i met 
> 


* 


his harrowing account of police tor- 

ture was given on 26 April 1982, in 
the grand chamber of Seoul Appeals 
Court during thé trial of 26 students and 
workers charged with plotting to over- 
throw the regime of President Chun 
Doo Hwan by mounting à violent street 
demonstration. Despite Lee's descrip- 
tion of how the police extracted a “con- 
fession” from him, he and 23 others re- 
ceived sentences ranging from one year 
in jail to life imprisonment. Lee, a 31- 
year-old book publisher active in dissi- 
dent circles, was convicted under the 
tough National Security Law, which 
stipulates either the death sentence or 
life imprisonment for those who violate 
it. 

Despite repeated official denials that 
it occurs, human-rights workers univer- 
sally condemn the National Police and 
other security agencies for routinely 
employing torture against government 
critics. Students who demonstrate on 
their campuses are usually spared harsh 


treatment, but those viewed as more 


dangerous, such as Lee, face traumatic 
experiences in police custody from 
which some never fully recover. 

According to sources in the Korean 
National Council of Churches (KNCC), 
Kim Mun Su, a worker detained for po- 
litical agitation, was recently discovered 
by his wife at the Songbuk police station 
in Seoul with his trousers soaked in 
blood and barely able to walk. The 
sources said others detained with Kim 
have not been located because the ar- 
resting agents, believed to be from mili- 
tary intelligence, never produced war- 
rants, 

Even those not in police custody face 
the prospect of violence. The KNCC, 
for example, cites the case of Hong Jong 
Son, the widow of a Dong-A Ilbo 
reporter who years ago was fired for de- 
manding press freedom. At 2 a.m. on 13 
March this year, two men from the 
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Agency of National Scout Pong 
— formerly known as the KCIA — en- 
tered her apartment, demanding to 
know if she was sheltering a dissident on 
the wanted list. When she denied this, 
one agent — identified as Kim Hyong 
Chol — started beating her in front of 
her screaming 12-year-old daughter. 
Her ordeal lasted for five hours until the 
agents left, warning her not to publicise 
. the case. Hong was left with bruises all 
over her body and is still suffering from 
shock. 

“The abuse of power has become 
chronic . . . nobody trusts the govern- 
ment when it denies using torture," said 
a statement issued jointly by the Korean 





CORR Women. s AERO RHEN and 18 
other organisations on 24 April. 
Intellectuals supporting political 
reform are among those who face 
harassment. Park Pan Yong, a 44-year- 
old professor of business administration 
at Hanshin University, discovered in 
early June that there was a price to be 
paid for signing a statement by fellow 
professors urging Chun to rapidly intro- 
duce democratic reforms. Park had 
been recommended by his university for 
a government-paid overseas scholar- 
ship, but he found his path blocked 
by the Education Ministry. It said he 
had been excluded, ostensibly on the 
grounds that his duties were partly 


A rebel with a cause pays 
the price for dissent 


“WM One freezing day in 
WW February 1978, Yu Si 
| Min, then 19, left his 
home in the southern 
7" provincial city of 
zm ES Taegu, bound for 
CT Seoul. Fresh out of 
Was hich school, Yu had 
been accepted by Seoul National Uni- 
vcrsity, South Korea's most prestigious 
academic institution and the one to 
which all South Korean students dream 
of going. 

It was an emotional moment for the 
young man, the fifth of six children of a 
local schoolmaster and his hardworking 
wife, who supplemented the family's 
meagre income by running a neighbour- 
hood store. As Yu later recalled, when 
he rose to leave, he felt his mother's 
"proud gaze falling on my shoulders," 
and during his journey to the South Ko- 
rean capital he vowed that he would es- 
tablish himself in a profitable career so 
he could repay his parents for the 
hardships they underwent to send their 
children to college. 

Those ideals were rapidly replaced 
by more radical goals, as Yu explained 
. to the REVIEW eight years later. Since 
leaving home, he has been transformed 
into a gaunt, pauperised “dissident,” 
dedicated to changing South Korean so- 
ciety. Today his concerns revolve 
around the plight of ill-paid workers and 
he is harshly critical of the US — his 
country’s chief political and military ally 
— for supporting what he considers to 
be a dictatorship in South Korea. He 
feels no remorse, he says, for taking the 
road of rebellion. 

Within months of entering univer- 
sity, he was helping to run a night- 
school for industrial workers in a factory 
district. “The salary of a teenage factory 
girl was less than my month’s boarding 
fees,” he said, “and as I ran around 
cafes dating coeds, the thought of 
these girls would never leave me.” 









His interest in the problems of workers 
soon attracted the attention of the 
police. 

They questioned him for three days, 
wanting to know whether he had insti- 
gated workers to strike or organised 
unions, neither of which was allowed by 
the government. 

Yu began his first prison stint after 
martial law was declared in May 1980 by 
then Gen. Chun Doo Hwan. He was 
among 1,000 demonstrators rounded up 
by the army for demanding the restora- 
tion of democratic institutions, such as 
freedom of the press and assembly and 
an unfettered labour movement. In the 
wake of the assassination of authorita- 
rian president Park Chung Hee, in Oc- 
tober 1979, students such as Yu had 
high hopes of achieving democratic re- 
form. 

The martial-law regime, however, 
jailed him for three months, during 
which time he was often beaten with 
sticks and helmets. Within days of his 
release, the army drafted him, obvi- 
ously hoping that tough soldiering 
would sharpen his awareness of the 
threats to security posed by North 
Korea, which the government uses 
to justify the curbs on democratic 
rights. 


tudents drafted after participating 

in anti-government demonstrations 
could expect to face harsh treatment. 
The army assigned Yu to patrol the de- 
militarised zone between South and 
North Korea, where there is the danger 
of sudden firefights. In winter, when 
temperatures plunge far below freezing 
point, the southern guards are sub- 
jected to an additional discomfort — the 
sound of Pyongyang’s propaganda 
being broadcast over loudspeakers. 
This helped persuade Yu that the North 
Korean system was “not the kind of so- 
ciety we want to build for ourselves.” 

Yu’s life in the army was made worse 








| 'adiniabtrátive and didtetore kei was 


unsuited for travel of an academic na- 
ture. 

It was not the first time that Park 
had fallen foul of the authorities. He 
was forced to resign from Kangwon 
University in 1980 for a similar political 
act. 

The -ministry also denied an exit 
travel document to Korean literature 
professor Song Ki Suk of Chonnam 
University, after his name appeared on 
the democracy statement. In this case 
the. ministry's intervention appeared 
even more blatant, as Song's trip 

was being sponsored by the West Ger- 
man Academic Exchange Programme, 


by an occasional summons from inves- 
tigators checking and re-checking his 
background. Whenever a new anti-gov- 
ernment student plot was uncovered in 
Seoul, he was questioned at length and 
pressed to “confess” that he was a com- 
munist sympathiser. 

By the time Yu was discharged from 
active service in May 1983, the kind of 
ordeal he had undergone had touched 
off a political controversy. The defence 
minister at the time said six student 
draftees had committed “suicide,” and 
dissidents claimed they had been driven 
to it by the pressure put on them to im- 
plicate university friends in anti-govern- 
ment activities. 

Barely two weeks after he had been 
re-admitted to university under Chun’s 
liberalisation measures in 1984, Yu 
joined new demonstrations calling for 
the return of professors fired for politi- 
cal reasons. Later, he and others were 
arrested. after they detained and as- 
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other professors who signed the same 
statement, on the grounds that its con- 
tents reject “our liberal democracy and 
the capitalist economic system.” The 
tough language of the official reaction 
may foreshadow yet more reprisals, as 
colleges have been instructed to identify 
the “instigators” of the statement and 
separate them “from mere particip- 
ants.” 

“Of course, fighting the government 
is like throwing eggs on a rock,” con- 
ceded a journalist evicted from his job 
in 1980 after expressing his views on the 
difficulties faced: by dissidents in South 
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_ Riot police: ready to crack down. 


ssaulted several police agents discovered 
spying! on activists at the university. 
Yu denied assault charges brought 
against him, but was jailed for one 
year. 


u was placed in solitary confinement 
which cut him off from the outside 
world, except for a 30-minute daily 
period of exercise. His cell was 1.8 m 
long and 1.2 m wide, with nine coin- 
sized ventilation holes. The walls and 
floor were covered with plastic foam to 
prevent any noise filtering in and a dou- 
ble door blocked any view of the cor- 
ridor beyond. “The first thing that oc- 
scurred to me,” he said, “was that I had 
"better learn to get along with the si- 
lence." | 
He kept himself occupied with 
needlework and plodded through a 
gigantic reading list of 150 volumes. “I 
read everything by Dostoevsky and 
Tolstoy,” he said, “but Nehru’s World 


_ FAR EASTERN ECONOMIC REVIEW e 10 JULY 1986 
dece: 2 na 















e E 5$ 
JOE MANGUNO 








by continuous drops of water. We will 
keep on accumulating casualties until all 
of us have paid some price [for dis- 
sent]." 

His reaction was typical of those em- 
bittered by the harsh methods adopted 
by the government in dealing with even 
its most peaceful critics. Victims are left 
with little alternative other than to fight 
back by adopting an even deeper com- 
mitment to change. Once blacklisted for 
joining the ranks of the dissidents, even 
industrial workers are seldom re-em- 
ployed, with the result that they are 
pushed ever deeper underground. 

— Shim Jae Hoon 


History and E. H. Carr's What is His- 
tory? were forbidden because they were 
considered subversive.” 

He also had ample time to ponder his 
political commitments. Where had he 
and others failed? *Because we were 
not scientific in our approach, we 
vaguely thought demonstrating for 
democracy would bring it about." Why 
had the movement not made progress? 
"Because we did not involve workers, 
who should be the real vehicle and 
beneficiaries of social and political re- 
forms." How and where did one seek 
social change? *Everywhere, including 
the prison, ought to be our battlefield 
for democracy." 

On 7 October 1985, when Yu 
emerged from prison, he discovered he 
had also been expelled — for the second 
time — from the elite economics’ de- 
partment of the university, which would 
have assured him a top job in the gov- 
ernment bureaucracy, had he not been 
so recalcitrant. His family were 
shocked. “My mother understands me 
better now,” he said, and since his arrest 
his two sisters have also become dissi- 
dents. 

Today, at 27, his lean, creased face 
bespeaking years of hardship, Yu 
shows no signs of altering his political 
views. He earns his living from translat- 
ing and proof-reading. He also helps 
Minkahyop, an organisation for the 
families of political prisoners, and 
Minchongnyon, which helps students 
expelled from their places of study 
for participating in demonstrations. 
Sometimes for days, neither Yu's family 
nor friends can trace him as he drops out 
of view, apparently to avoid police drag- 
nets, 

Yet, for all his toughness, Yu re- 
mains a moderate — an activist fired by 
the dream of social and political reform, 
rather than revolution. “Our country is 
still in the phase of people choosing re- 
form: over revolution,” he said. “We 
have not yet exhausted every peaceful 
means of struggle for democracy, so I 
object to students burning themselves 
to death in protest," as happened re- 
cently at his former university in Seoul. 

— Shim Jae Hoon 
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i By Husain Haqqani in Islamabad 
E A four-fold increase in opium produc- 
mf tion in Pakistan during 1985-86 is 
| causing concern among donors of 
foreign aid to the country, as well as put- 
ting the government under pressure 
| from public opinion to enforce narco- 
. | tics-control laws more strictly. 
i Officials say both poppy growers and 
— | heroin traffickers are becoming increas- 
ingly aggressive and sophisticated, mak- 
ing drug enforcement difficult. Quasi- 
independent tribal areas in Pakistan’s 
North-West Frontier Province (NWFP) 
| . form part of the opium producing “gold- 
|». | en crescent” — with Iran and Afghanis- 
| tan — which accounts for the supply of 
| almost 85% of heroin sold in Europe 
—. | and50% ofthe drug available in the US. 
E! Western officials estimate opium 
production in Pakistan's tribal areas to 
have reached 150 tonnes during the cur- 
rent year, up from an all-time low of 40 
tonnes last year though still less than the 
record 1979 figure of 400 tonnes. Her- 
. oin processed from the poppy crop har- 
vested in April-May could be between 
Y 13 and 15 tonnes and is expected to be 
| on sale in the streets of Europe and the 
US later this summer. - 
ER. More tribal land is believed to have 
= | come under poppy cultivation since last 
— | year, mainly in Bajaur and Mohmand 
— | territories bordering Afghanistan. The 
= | increase is attributed to an assertive 
. | Pushtoon nationalism, supported by the 
Soviet-backed communist regime in Af- 
ghanistan, which has made enforcing 
laws against the tribes difficult. 

Under treaties and agreements dat- 
ing back to the British Raj, the Push- 
toon tribes enjoy a large degree of au- 
tonomy in the areas adjoining Afghanis- 
| tan, and tribal leaders have recently re- 
= | sisted Pakistani attempts to suppress 
f opium farming as an encroachment on 
= | their autonomous status. 

1 Opium is grown on around 10,000 

— | acres of rough mountainous land in the 
'" tribal belt and other parts of the NWFP, 
: including Dir and Gadoon. Poppy farm- 
ers own and cultivate small tracts of 
land, spread over à wide area in the 
hills, making detection difficult for 

.| Pakistani officials who have to risk 
— | armed resistance while destroying the 
opium crop. Although farmers make 
very little money compared to the pro- 
cessors and traffickers, tribal politicians 
have mobilised the growers to oppose 
police action against poppy cultivation. 
Earlier this year, armed Pushtoons 
clashed with police and paramilitary 
forces in Gadoon when officials tried to 





destroy the standing poppy crop 
(REVIEW, 20 Mar.). 
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-| Poppy-bloom boom 


A Concern grows at home and abroad about an increasing threat 


According to Western experts, the 
sudden increase in poppy production 
this year could be a response to in- 
creased law enforcement in recent 
years. "Since 1979, the Pakistanis have 
done a good job of eliminating crops 
and intercepting heroin," one Western 
diplomat pointed out, adding: “The 
poppy growers and heroin traffickers 
seem to have decided to put more area 
under cultivation to make as much 
money as possible before drug enforce- 
ment catches up with them." 

Another possible reason for the rise 
in production could be a slackening of 
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-poppy farmer: opposing police action. 





law enforcement as Pakistan goes 
through a phase of political transition, 
with steps towards civilian rule after 
years under a military regime. -Drug- 
running tribal chiefs, backed by some 
Pushtoon political leaders, have made 
the government's anti-narcotics effort a 
political issue which has somewhat tied 
the administration's hands in dealing 
with poppy growers. 

But the government of Prime Minis- 
ter Mohammad Khan Junejo is under 
pressure from foreign-aid donors as well 
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to come down 
strongly on both cultivators and traffick- 
ers. The control of narcotics traffick- 
ing, including the proposal for an ex- 
tradition treaty for narcotics-related of- 
fences, will be one of the main issues 
during Junejo's visit to the US in mid- 
July. 

The rise in Pakistan's own drug-ad- 
diction problem has increased senti- 
ment against the trade. The country, 
which had few addicts 10 years ago, now 
has an estimated 400,000 heroin users 
and an even larger number of regular 
opium and marijuana users. 

President Zia-ul Haq is now leading 
an effort to mobilise non-governmental 
organisations in the anti-narcotics cam- 
paign while Junejo's Pakistan Muslim 
League adopted a resolution in 
January calling for the introduction of 
the death penalty for narcotics traffick- 
ing. | 
Although the rise in poppy pro- 

duction is a major concern for 
Pakistan's narcotics-control offi- 
cials, it is not their only worry. 
Some 60-70 heroin laboratories in 
the tribal areas also process opium 
grown in Afghanistan, apparently 
with tacit Afghan Government ap- 
proval. 


T communist regime in Kabul 
has suspended crop-substitu- 
tion programmes previously sup- 
ported by the UN and other inter- 
national agencies, leading to large- 
scale poppy cultivation in the coun- 
try. This vear's estimates of opium 
production in Afghanistan range 
between 400 and 800 tonnes, which 
could be processed into 40-80 
tonnes of heroin. Heroin labora- 
tories are also said to be in opera- 
tion in Afghan provinces border- 
ing Pakistan and much of the traf- 
ficking to Europe and North Ame- 
rica is done through Iran and Pakis- 
tan. 

Last year, Pakistani officials de- 
stroyed 10 heroin factories in the 
tribal areas and seized six tonnes of 
heroin in transit through the coun- 
try, but as one official put it: "This 
is a big problem requiring bigger 
solutions. We're doing a lot but we 
need to do more and we need more 
help." 

Pakistan hopes to expand deve- 
lopment schemes in poppy-growing 
areas and convince opium cultivators 
to grow legal crops instead. Similar 
projects have worked in other parts 
of the country and could work in the 
tribal areas, but there is no gua- 
rantee farmers will not revert to opium- 
poppy crops for more money or under 
pressure from organised crime. Ex- 
perts say Junejo needs to show the 
political will to tighten the enforce- 
ment part of the narcotics-control pro- 
gramme if the effort is to be success- 
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Bazaar calenda of 


te m E Ed 


By Robin m 


X wine into old bottles can pro- 
uc - explosive chemistry. In part, 
such reactions are what India's "Punjab 
crisis” of the. 1980s is all about: a con- 
tinual high-speed collision of old and 
new. To understand the conflict, one 
needs to see some of the colliding 
images. 

Take, for example, falcons. In Sep- 
tember 1984, a falcon is said to have 
perched on a tree near then prime 
minister Indira Gandhi's house. Two of 
her guards were certain it brought “the 
message of the Tenth Guru of the 
Sikhs” that they should avenge the 
storming of the Golden Temple the pre- 
vious June. On 31 October, Mrs Gandhi 
was assassinated in the garden of her 
own bungalow. 






important enough to include it in the 
charges against the alleged assassins. 
“Lord of the white falcons” is one of the 
titles applied to Guru Gobind Singh 
(1666-1708), the IOth and last preceptor 
of the Sikhs, whose love of falconing 
was well known. The popular calendars 
sold in the bazaars often depict him with 
a falcon on his wrist. 

During the summer of 1984, after the 
battle of the Golden Temple on 5-7 
June, “falcon sightings” were reported 
throughout Punjab. “For me,” wrote a 
contributor to a Sikh newsletter in Ma- 
laysia, "the falcon comes with the mes- 


sage of my Guru." 


Most Sikh homes display colourful 
calendars ORpICUDE the faith’s history 


The police thought the falcon story. 


Old and new images 
collide head-on in Punjab 





Singh are the most popular. Such pic- 


and great causes. Such pictures often 
carry implicit political statements. One 
image, for example, portrays a popular 
view of the evolution of the Sikh com- 
munity, the esteem in which particular 
gurus are held and the tight link be- 
tween religious and political authority. 
Two Gurus dominate: the founder of 
the faith — the pacifist, reflective Guru 
Nanak (1469-1539) and Guru 
Gobind Singh, the last guru, who pro- 
claimed the military brotherhood of the 
Khalsa and decreed that after him, the 
only guru should be the holy book, the 
Guru Granth Sahib (shown beneath 
Guru Gobind Singh in the picture). 
Guru Nanak is portrayed unarmed 
and meditating. His four immediate 
successors did not alter the character of 
the religion (though Amar Das [1479- 
1574], the third guru, lived to 95 —- thus 
the white beard). 
However, the sixth guru, Hargobind 
(1595-1644), began to assert the inde- 
" endence of Sikhs from an interfering 
fogul empire. He is shown with a 
quiver and the beginnings of a crown. 
And Guru Gobind Singh ts depicted 
with bow, arrows and resplendent 
crown — a military leader and political 
ruler, as well as a religious teacher. 
Among the bazaar calendars, there 
is little doubt that those of Guru Gobind 


tures connect politics and the faith, and 
| reinforce the idea that conflict and sacri- 
fice are an essential part of being a Sikh. 


But Punjab's peculiar history alone 


i dhi's murder. 
































does not explain the crisis of the 
Two other elements must be added 
intoxicating modernisation of the 
20 years; and the desperate decisio 
old-fashioned politicians, unaware t 
though the bottles look the same, 
wine inside is new and the result 
chemistry no longer predictable. 
Punjab. has provided one of 
world's Green Revolution "mirac 
Between the mid-1960s and the 
1970s, harvests in some districts.q 
rupled. The state as a whole more tł 
doubled its grain production in le 
[0 years. By the late 1970s, Punjab 
the highest per capita income in Indi 
India Today's photographer Pra 
Pushkarna brilliantly froze the swirl 
images of modernisation for > 
magazine’s s cover story Punjab: Isl. 
of Prosperity, in March 1979. A Jat 
family poses around its tractor in 
winter. The small boys wear jogg 
shoes; the young wife, a wrist- 
and in the background, a well- 
stone wall protects fields of green su; 
cane and yellow mustard. The supp 
ing story reinforced a general fee 
throughout India: Punjab generally 
and Sikhs especially — had it made. 








ne effect of such widespread i ima 
has been to breed envy of “pa 
pered Sikhs,” and this was allowed 
spill out in brutal attacks on Sikhs 


northern Indian towns after Mrs. 


However, the “modernisation” t 
th ee encapsulates has implicati 
| far un tractors, jogging shoes : 
material objects. The boys in the 
lived at a time when children i in 
had never had it so good. - 

Mechanisation of agricult 
| domestic life — tractors and - 
; blenders, ic exami — gave. t 
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on ( 96%), SEE een the m. 
Os and the mid- 197 Us, the number of 
school students rose 
ion. By 1981, well over half of adult 
in Punjab were literate. 
/ literacy and leisure promoted 
.. Between 1967 and 1979, news- 
in the Gurmukhi script — the 
pt of the sacred Sikh literature — 
circulation. by seven times 
.000 copies a day). But literacy does 
necessarily make. people scientific 
d secular. The old American ideal 
the log-cabin boy who read the Bible, 
Darwin or Marx, by candlelight. 
n Punjab, reading. matter cnet em- 
s tables of past Sikh glory and 
ice. Indeed, in 1977 the Shiromani 
ara Parbandhak Committee, 
ch controls : Sikh. shrines and 
getofa few million dollars, began to 
sh — in Punjabi. Hindi ENS 
— "official" versions of the Sikh 
for children. 
Supreme Sacrifice of Young Souls, 
"example, tells the story of the two 
unger sons of Guru Gobind Singh. 
iptured by a wicked Mogul governor, 
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shok Mitra in Calcutta 


fl hen India met Pakistan on a cric- 
W ket pitch in Sharjah for the finals 

he Australasia Cup in April, at least 
illion of their compatriots were 
ed around TV sets for the occa- 
in. It was a dream final. The last ball 
he match: Pakistan wins if it can 
€ four runs or more from it. Chetan 
a, the young Indian bowler, plans 
liver an unplayable swinging 
r;.he ends up bowling a tame full 
which Javed Miandad, the Pakis- 
swashbuckler, heaves for a huge 
jubilation in Pakistan, gloom in 


ket and the people have come 
zether, at least in Sri Lanka, Pakistan 
India. Transistor radios followed by 
have been the catalysts. The British 
arted almost 40 years ago, but their 
Messential gift, cricket, remains. 
nks to Australian Kerry Packer and 
Channel Nine, the colonisation 
+ ds cricket is complete. And in 
a, for one, itis the major unifier of a 















too is a many-splen- 


: legacy of the English lan- 


to close to 1. 
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s a | being z bricked up to be suffocated. 
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| about the martyrdom of the two 
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Another booklet in the se 


sons. of. Guru Gobind sin 
cludes with the invocation, 
fighting with limitless courage!" T 
stories, now. told in. children's p 


he man who harnessed some of the 


picture |p 
books, spread with an effect and author- | 
ty they. never had before. Ki 


energy released by this volatile AA 


chentistry was Sant Jarnail Singh Bhin- 2 
dranwale (1947- 84): Bhindranwale was 


in the tradition’ of itinerant Sikh. sants 
(holymen) who: have e os Punjab 
for generations. But unli 

sants, he used a mini-bus to visit dozens 


of. villages a week, and he embellished” 
his readings of the scr iptures with tape- * 


recorded music. Later he made his own 
tapes for wide distribution — including 
his infamous “hit-lists.” 

In dress, Bhindranwale recalled the 
calendar portrayals of Guru Gobind 
Singh. Like the 10th Guru, Bhindran- 
wale carried an arrow. But Bhindran- 
wale understood power in modern Pun- 
jab: his followers were armed with au- 
tomatic rifles. 
— -Politics in Punjab's legislature have 
always reflected animosities in the 
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icket frenzy unites a 
shevelled Subcontinent 


doured phenomenon. In the Caribbean 
isles, it has been rendered into a most 
joyous weapon with which to torment 
the White folks. It was not quite so in 
the beginning. The West Indians started 
playing cricket much in the manner they 
sang the Calypso: man, it makes you 
feel great — bowl a sizzler of a bouncer, 
make an impossible catch in the first 
slip, launch on a ferocious cover drive. 


Things changed in the. 1970s, maybe. 


as a consequence of an indiscreet re- 
mark on the part of Tony Greig, the 
English captain, on the eve ofa West In- 
dies tour: "We will make them grovel." 

Monotonously, for the past 10 years, 
the Caribbeans are showing who will 
make whom grovel. In 10 successive test 


matches against the West Indies, Eng- 


land has gone down to ignominious de- 
feat, and controversy is raging whether 
the. feat is. to. be described as a 
whitewash or a blackwash. | 
Cricket in the West Indies has cur- 
rently reached such a pinnacle of excel- 
lence that talk of competition from 
ofhers is treated | with. a contemptus 





ce the old 


300k ilus ation of youti 


for only native sons and daughters, vO- 
. eiferous protests against the frapesitiqn 





countryside. Local land rd-bosses. 
strive to do down their rivals. Few holds 
are barred. But in the 1980s,.a new in- 
gredient emerged: a generation of liter- 
ate, leisured youths, brought up on the 





old stories of Sikh glory and yearning: 
anisations: 
like the PLO and IRA and the religious. 


for great causes. Aware of 





revolution eka UHR meini, they 
had the means to travel fast, kill at ran- 








tion of brutality and poetry, as sib cric t 
were the answer for the ignominy o the 
slavery and indented labour spanning 
beyond four centuries. 


Come to the Subcontinent, though, | 


and the game has a different ambience. 
Its colonial-imperial antecedent has 
ceased to matter. Rather, cricket, you 
will be told with a touch of pride, links 
the Commonwealth nations together. 
And since the World Cup final in 1983, 
when the Indian team defeated the 


West Indies while millions watched on. 


TV, it has been one long frenzy. 

In India as in the West Indies, cricket 
has attained an intense political signifi- 
cance. This nation is usually in sixes and 


sevens with itself. Indira Gandhi was a 
natural inspirer of divisiveness; her po- 


licy of centralising power and resources 


. has been the progenitor of friction and 


tension. The adhesiveness of the nation, 
an outsider is entitled to suspect, is 
more an aspect of inertia. ; 


can the nation's newspapers: gory 


) killings i in Punjab, sullen animosity 


Ceris ethnic groups in Assam, caste 


and communal riots in state after state, 


raucous battle over finances between. 


the government in New Delhi.and the 
non-Congress administrations in more 
than half a dozen states. And fights be- 
tween neighbouring drought- plagued 
states over water rights or competing to 
entice industries, threats to reserve jo 
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dom and proclaim grand-sounding goals 
to the world. 

Old-style politicians were left 
breathlessly trying to keep up with 
Bhindranwale and his young dare-devil 
followers. Consider, for example, Par- 
kash Singh Badal, chief minister of Pun- 
jab in 1970-71 and 1977-80. Badal, ac- 
cording to a former governor of Punjab, 
is “a country gentleman . . . a big farmer 


of Hindi on those not born into the lan- 
guage. From the newspapers, it seems 
the nation has already fallen apart; only 
a fuzzy laziness on somebody or other's 
part still keeps it going. 

Things are different when an inter- 
national cricket match is on, whether at 
home or overseas. While the game is on, 
India, the dishevelled nation, con- 
stantly on the verge of chaos, comes to- 
gether, a uniquely integrated nation, 
cutting across the barriers of language, 
cast, religion, ethnicity, sex, region and 
class. It could be a test match of the lei- 
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Badal; young militants: old-style politicians left behind. 








by gum, quite rich by inheritance, 
well educated and modern in outlook." 
(In 1986, Badal has refused to join the 
Akali Dal government of Surjit Singh 
Barnala. Instead, he waits for Barnala's 
fall and another chance to become chief 
minister.) 

In February 1984, Badal had been 
pushed to the point of provoking his 
own arrest by burning a portion of the 


surely, luxurious variety or one of the 
one-day species. For the duration of the 
match, TV comes alive. Satellite time is 
hired with a gay abandon; if not Chan- 
nel Nine itself, the national variants of it 
take charge. 


trangers troop into your living 

room, for you have a TV set. The 
neighbourhood shop dispensing cigaret- 
tes and soft drinks installs a miniature 
set, enabling customers and passers-by 
to stop and watch the nation's fluctuat- 
ing fortunes. By popular demand, of- 
fices and factories install sets 
within their premises. Atten- 
dance in those places regis- 
ters a steep decline. Ideologi- 
cal divides temporarily disap- 
pear. The leftwing member of 
parliamentis about as vocifer- 
ous in demanding an adjourn- 
ment of the House as his arch 
reactionary colleague across 
the floor, so that the two to- 
gether can witness, in the 
tranquillity of the legislators' 
lobby, the suspenseful final 10 
overs of the match. 

As the date of the next im- 
portant international match is 
announced, sales of TV sets 
jump, domestic and office 
schedules are re-adjusted, 
and the nation — at least 
that part of it which mat- 
ters, the hungry and the 
destitute never do — is 
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get into the capital, he had evaded ii 
police by disguising himself as a truck B 
driver. However, on the day of his | 
ceremonial constitution-burning, he | 
wore a jacket, necktie and knitted (i. 
sweater. | 


Gently guided through the crowd by. 
a Sikh policeman, Badal — like modd 
constitutional Sikh politicians — cut an |. 
unheroic figure. Bhindranwale, on the | 
other hand, left public gatherings under | 
an arch of swords. (In one picture we | 
see Bhindranwale — with arrow — | 


, 
| 


sassinated after coming to an agreement |. 
with Prime Minister Rajiv Gandhi.) — |. 
As a young Sikh told the journalist | 
Tavleen Singh: *To be a Sikh and to be | ls 
young necessarily means to be adven- 
turous. Sant Bhindranwale offered us | 1 
the adventure." EE — 
The popular pictures sold in the 
bazaars provide a continuing public- |. 
pen poll on the feelings of br AR 
If people like a picture, they sell it in - ^ 
their shops and hang it in their homes. [ 
What may be ominous for those who de- | 
sire a peaceful resolution of the *Punjab 
crisis" is the fact that pictures of Lon- 
gowal, the Sikh who died as a martyr to 
the unity of India, seem so rarely on dis- E 
play. oO 


joined in a single-minded objective. |. 
TV programmes are on every other | 


n 

* LI * * T 
occasion the butt of severe criticism: | 
they are a conspiracy to foist Hindi on - 





ards, their excessive display of commer- | 
cial advertisements threaten to give rise wm 
to a vacuous consumer culture, they are | 
ruining the eyes of our children. LE 
telecasts of cricket matches are a differ- | 
ent proposition — the demand is to have | | 
more and more of them. ^ 
It is a strange denouement. India, a Ti 
nation in different forms at war with it- — 
self for the past several years, discovers | 
its united persona only when indulging - p 
in an imperial legacy. One is still not Th 
sure whether it proves anything. Cer- | 
tainly it is not just cricket, but cricket as | 
it is served up, with all its allure, real - 
and ersatz, on the TV screen. = 
The government in New Delhi, wor- 
ried over the assorted squabbles afflict- 
ing the nation, has kept constituting and | 
reconstituting a national integration |. 
council, strengthened the armed forces | 
and the internal security apparatus and | 
tried out different educational and cul- |. 
tural formats in order to bring the peo- i 
ple of the land together. But with hardly | - 
any success. Suddenly, cricket on the | 
idiot box has emerged as the grand con- 
ciliator. Televised cricket, while it ison, 
is the opiate of the people. However, as |. 
with the narcotic, here too the effect | 
does not last. 13 2 
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his volume, the first of three that 
8 will focus on economic, political 
nd security issues of the Asia-Paci- 
c region, stems from a number of 
workshops involving scholars from 
the region held from late 1983 to early 
1984. Unfortunately the book is very 
much a collection of conference papers 
in the worst sense. There is no over- 
all direction, everyone is allowed to 
savy his own thing and. apart from 
the introduction by Scalapino, the edi- 
forial presence is noticeable by its ab- 





rom which, inevitably, one has to pick 
and choose. | 

^. The best chapter is undoubtedly that 
by Chalmers Johnson who offers more 
notes towards his elaboration of a 
heory of the capitalist developmental 
tate, a subject outlined in his excellent 
ook Mit! and the Japanese Miracle 
Stanford, 1982). Johnson argues that 
apan, South Korea and Taiwan repre- 


















trait of 








sence. The result is a very mixed bag: 


trait of a Japanese Valley b 
niversity Press. No price give 
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Forgettable look at growth — 


Asian Economic Development — Present and Future edited by Robert 
. Scalapino, Seizaburo Sato and Jusuf Wanandi. institute of East Asian Studies, 
Iniversity of California, Research Papers and Policy Studies. No price given. 


formance" is traded for "less political 
participation." 

The key ingredients of the capitalist 
developmental state are: a political- 
bureaucratic elite that is able to pursue 
economic. growth without too much 


drag from sectional interests that would. 
undermine such growth; government-. 
bureaucratic cooperation under the aus- . 
pices of an agency like Japan's Ministry- 


of Trade and Industry; stress on educa- 
tion and reducing gaps in income distri- 
bution during the period of high growth, 
and governments that understand and 
are not afraid to use the price mechan- 
ism to intervene in markets. 

These factors are found in different 
degrees and mixes in the three countries 
and make them different from the kind 
of public-private cooperation in Latin 
America where the state's goals are re- 
duced to those of private interests. In 


‘the Northeast Asian countries the state 


independently develops national goals. 
Johnson's discussion of the differences 
as well as the similarities between the 


Westerners, 
| about whether the capitalist develop- 





countries is very welcome and helps cor- 


rect a popular misconception that they 


are all alike. as 
However, many people, and not just 
wil have reservations 


mental state càn provide better answers 
to the questions of social and economic 
justice than the Western capitalist 
model. How far can the political- 
bureaucratic elite be trusted with such 
power? Who is to judge the limits of its 


responsibility and competence? Does 


such a model not create. a society in 
which big brother knows best? 
The differences in industrial policy 


between Japan and its neighbours, and 


most obvious students, Taiwan and 


-South Korea, are taken up by Ungsuh 
. Park. Both are at a similar stage as 


Japan was in the 1960s and early 1970s, 
poised for the leap from. newly indus- 
trialised country to advanced industrial 
economy. Their attempts to make this 
leap differ in style and approach from 
Japan's and from each other. Both are 
more export-dependent than Japan, 
and South Korea is pursuing a more 
protectionist path than Taiwan; in this 
respect it is a more obvious student of 
Japan. 

Differences and similarities also fea- 
ture in Edward K. Y. Chen's explora- 
tion of the reasons why the so-called 
gang of four (South Korea, Taiwan, 
















singapore and,.EF ongkong) - 
have pursued — export-led 
growth policies, though his 
inelegant conclusion that 
their success can be attri- 
buted to “triangular interac- 
tions among absolutism, Con- 
fucianism, and capitalism” is 
as unconvincing as it is vaguc. 
Why. if we no longer talk 
about à causal relationship 
between Protestantism and 
the rise of capitalism, should 
a Confucian doppelganger be 
allowed to stalk freely and 
unquestioned among the ex- 
planations of certain. Asian 
economic success stories? 






| succession questions in. f. 
$8 ow wan and Singapore, the p 
BE weer, tical dilemmas facing Japar 
C s] as a result of the yen's 
B me preciation) have shown thz 
meen) aswasthecase with econom 
memi transformation in the We: 
politics continues to occ 
centre stage. For example, 
it necessarily true that su 
cessful economic develo 
ment and political freedor 
cannot proceed together? © 
There is perhaps one if 
portant conclusion to eme 
from the book. It is no lon 
possible to talk about econa 
mic development as if it we 
a journey, and that aH a cou 
try needs do to reach the r 
quired destination is to g 
hold of the map used by ti 
previous traveller, make su 
it acquires the skills to read. 




































































hen's emphasis on the 
importance of these po- 
licies is echoed in other con- 
tributions and is contrasted 
with the dead-end approach 
























of import | Substitution, with i Ee P ge | start the engine and aw iy 
its high tariffs and stifling goes. The domestic, intern 
OVEr-protectiDI, pursued. Dy Pree setae rete creer ene ete tional and technological e 















Indonesia and Malaysia, and one might 
add, Australia, for which there is a good 
case for inclusion of any discussion of 


and the possibilities for Western “sun- 
set” industries, such as textiles, to fight 
off the challenge from Asia and else- 
Asian regional economic development. | where with hi-tech production technol- | 
It is also contrasted with the Stalinist | ogy needs more treatment. | 


; vironment in which development tak 
development strategy of heavy indus- Most regrettable is the virtual ab- 

| 

| 

| 

| 


place is P The days which r 
Japanese-style export-led growth pos 
ble are clearly over. | 
| With the exception of Johnson 
| chapter, this book is unlikely to be r 
sence of the political dimension. It is a | membered as having made a signi 
mistake to hive off economics from poli- | cant contribution to our understandir 
tics. A host of recent political develop- | of the diverse and constantly chan 
ments (the Philippines revolution, the | ing Asian-Pacific region. 
growing opposition in South Korea, — Derek Massarel 


trialisation which at best ends up in the | 
blind alley of inefficient autarky. 

As for future prospects, the pro- 
longed contraction of commodity 
prices, the recent tumbling of oil prices, 
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es, loeran can perfe: ti we acc 
(“to have | ‘principles’ is to invite conflict" 
wards the end that understandi ris, 






t of this finding. i dif 
| j s grows intolerable, and t és of even his 
and ndirect s. e uspect: M iitherto thought 
» which adumbrate the author's | good eil a on the part of all concerned, | now realise is n 
t - thing more than the evasion of responsibility.” One frie 
nore money out of Moeran than | sums up human relations thus: "wake use ad someone if 
return Moeran' s money when. suits your purposes.” - 
iplains that he is in danger of 1 think we are witnessing : a 
ner" and insists that ne a hasis i in the field of Japane es. In 198 mie 
his. own way. Mov p — books — including this one a d John David Morley’ 4 £f 
foreigr 3 tures from the Water Trade — were published which ses 
"e to point in a new direction, one which. aims to Jead 
ny reader towards an understan 
ys. peoples. 5. Until now, Japanese studies ha chara 
hat, terised by an almost bellige eta t to recognise 
n- “the Japanese,” all 120 million of them, can be a: ythi 
! - without other than a vast conglomerate mass which behaves in 2 
; language isi not cen- cordance with predictable and boring physical laws (su 
One! man has lived those governing inertia) devised to control such | masses 
le avi €- . Moeran's book gains its impact t 
th see the trees despite the wood; ai 
* . “Japanologi Ms Mave shared m 









































































I» Bruce Roscoe in n Tokyo 


fter liberalising interest rates on 
deposits of more than X 500 million 
| (USS?. 9 million) on 1 April, Japan's 
Ministry of Finance (MoF) is to lower 
|: e floor to ¥300 million from 1 Oc- 
te ber and is formulating plans for dere- 
| gulating rates for “small deposits.” In- 
À terest on deposits of ¥100 million or 


| more are to be cut loose on 1 April 1987 
and liberalisation could go much lower 
| p the deposit scale. 
The effect of these moves could be to 
transform the Japanese banking system 
| by forcing banks to compete on finer 
| | margins. In a broader sense the trans- 
| formation will put Japan in the free cap- 
g Ber Gers league of Britain, the US, 
West Germany and France, which 
egan deregulating interest on most or 
ai deposits in the 1960s. 
| But there are considerable doubts as 
| to whether the MoF really has the re- 
| solve to carry through the liberalisation 
to small deposits, because this will mean 
freeing up the country’s biggest single 
ol of savings, held by post offices, 
p^ which the MoF commandeers to finance 
s supplementary budget, loans to pub- 
| Ji > corporations, grants to municipal 
'overnments, and even for purchasing 
kationa! bonds. It may also necessitate a 
| restructuring of the entire tax system. 
"M Postal savings entrusted to the MoF 
as at 26 June totalled ¥103.7 trillion, 
| andi in usual years account for 60-70% of 
| funds utilised by the ministry’s Finance 
Bureau. The MOF cannot afford to have 
pPostal deposits withdrawn en masse. 


p 
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When interest rates are freed on 
smaller deposits, banks will have to in- 
troduce competitive rates and services. 
The shake-out will probably penalise 
smaller savings institutions. Among 
these are regional banks, some of 
which, having seen their profits cut 
sharply by the 1 April decontrol of in- 
terest on Y500 million deposits, are now 
planning to increase account service 
charges to compensate for loss of in- 
come from higher interest payments. 

Apart from taking such limited 
steps, smaller banks are finding there is 





Post Off ce depositors: run feared. 


| Bulls’ heaven, bears’ hell 
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James Bartholomew in London 


Ne 

4 a aiwa, one of the big four Japanese 
: securities houses, has come up with 
| a new Euroyen bond issue which gives 
| investors the chance to play the Japan- 
| ese stockmarket. The $10 billion 
| (US$59.5 million) issue it has arranged 
. for Swedish Export Credit, a Swedish 
. Government export- financing institu- 
n tion, consists of two parts: one designed 
| f for bulls of the Japanese stockmarket 
a and the other for bears. The exotic issue 
: a reflection of how large and sophisti- 
n the Euroyen bond market has 
suddenly become. 

Under the terms of the new Bull/ 
| bes Bond, buyers of the bull half will 


| 
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| Be xotic new Euroyen bonds offer a punt on the Tokyo stockmarket 


be repaid more than 100% if the Nikkei 
Stock Average has risen to more than 
25,606 in July 1991. At any level below 
tHat, they will be repaid less than 100%. 
Buyers of the bear half, on the other 
hand, will make a capital profit only if 
the index stays below 19,184. They will 
lose money if it rises above that level. 
These terms do not seem exactly 
generous since there is a large band of 
mutual purgatory between 25,606 and 
19,184 where they would both take a 
loss. In fact the mathematics is such that 
the combined position of the bull and 
the bear put together will always make a 


loss. For example, if the Nikkei Aver- 


` 


SANKEI SHIMBUN | 


| F . Japan's banking deregulation pushes ahead 


m" Join the free world 


little they can do to restrict the new free- 
dom of their depositors. They are thus 
submitting interest-rate bids for depo- 
sits offered in a tender by regional 
bodies and big companies. 

Such depositors, who: traditionally 
have accounts spread among a dozen or 
more banks, are beginning to concen- 
trate their deposits in only:a few banks 
so that the balance of their accounts 
reaches ¥500 million, qualifying for 
negotiable interest payments and terms 
of deposit. This represents:a significant 
shift in behaviour since October 1985, 
when corporate depositors decided that 
the slightly higher rates obtainable on 
deposits of ¥1 billion or more were not 
worth the trouble of breaking up long- 
standing banking relationships. 


egional banks such as Shimizu and 
Suruga, though worried about de- 
clining profitability, estimate that as from 
1 October when the next liberalisation 
occurs, still only about 7-9% of total de- 
posits will attract competitive interest 
rates. Conversely, Fukuoka Bank and 
the Bank of Western Japan, which is 
seeking to increase its base of #500 mil- 
lion deposits by 50% within a year, are 
among regional banks purposely court- 
ing rather than avoiding big deposits. 
Fukuoka Bank's deposit volume 
averaged ¥45 billion monthly in the Oc- 
tober-March 1986 period, but the bank 
is targeting a volume of Y 75 billion for 
March-September. Bank officers say 
this will require restructuring the client 


age soared to 27,919, the bull investor 
would make a modest profit of 10.6% 
on the redemption value. His bearish 
counterpart would lose 40%. In fact 
these are the limits by which either can 
iose Or gain. 

The maximum profit for the bear 
half is at the level of 16,870 on the Nik- 
kei or below. In that case, the redemp- 
tion of the bear-bond would be a 
110.6% of par while the bull-bond 
would only be redeemed at 60%. The 
bonds will probably react mostly to 
changes in interest rates at first but the 
closer redemption comes, the more 
closely the bonds will reflect the level of 
the Nikkei. 

Why should any investor accept such 
miserable terms? First, there is a 
sweetener in the yield, which is 7.9% at 
the issue price of 101.25. This compares 
with other sovereign-risk yields in the 
market at 5.6-6.1%. Secondly, the 
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v ad: 20% 
sits by local government and other 
bodies, such as universities, accounting 
for the rest. The bank wants to lift pri- 
vate-company deposits to around 40%. 

Less optimistic are the sogo or small- 
er mutual savings banks, which are 
sandwiched. between huge city banks 
such as Dai-Ichi Kangyo and 
Sumitomo, and regional and trust 
banks. Chukyo Sogo Bank is adopting a 
strategy of increasing small-deposit vol- 
ume but acknowledges that the costs of 
this strategy are high. The bank notes 
that many successful companies operat- 
ing in the Nagoya area, which it serves, 
cannot be charged much interest when 
they do need financing, because of their 
excellent credit standing. Many such 
companies soften have no loans out- 
standing at all. 

The pattern of operational planning 
emerging among regional, mutual sav- 
ings and small trust banks, which sud- 
denly must increase profitability, shows 
diversification into bond and stock deal- 
ing. Some have seconded staff to securi- 
ties companies for training. Although 
securities business entails more risk, 
smaller banks evidently are deciding 
they must gamble in order to survive. 

Chukyo Sogo is one such bank, and it 
is also diversifying into foreign-ex- 
change dealing, where profits can be 
very high. As part of its growing inter- 
national business, Chukyo Sogo says it 
has launched regional representative 
services for 25 foreign banks. The bank 
expects to receive MoF permission in 
October to expand this clientele. 

A prime advantage in this diversifi- 
cation is that the international dealing 
experience the bank gains will better 
qualify it to service the needs of its 
small- and medium-sized Japanese 
clients with overseas dealings, clients 
which otherwise would depend upon 
the services of Japanese city banks or 


terms reflect the fact that there is no 
other way investors can buy or sell the 
Nikkei Stock Average forward. The in- 
vestors are having to pay a premium for 
something they cannot yet get anywhere 
else. Swedish Export Credit receives 
the premium for being willing to offer it. 


I" this sense, the Bull/Bear Bond is a 
reflection of the lack of development 
in the Japanese securities market. If the 
Japanese had a futures or options mar- 
ket (or a combination of both) on an 
index of Japanese shares, then financial 
operators would probably not resort to 
using bonds to create one. (However, 
the Singapore International Monetary 
Exchange [Simex] will be trading a con- 
tract based on the Nikkei Stock Aver- 
age from September and there are signs 
that Japan's Ministry of Finance [MoF] 
may permit stock-index futures on 
the Tokyo Stock Exchange itself as 
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oda bitis. PRITY to A 
Nakano, a Chukyo Sogo manager, of all 
new business, the bank is concentrating 
most on foreign exchange. 

Neither the timing of the last phase 
in the liberalisation nor precise defini- 
tion of what amount will constitute a 
“small deposit” has officially been de- 
cided. However, talks on the issue be- 
tween the MoF and the Ministry of 
Posts and Telecommunications, which 
controls the gigantic postal savings 
pool, appear to be progressing fast 
enough for joint-policy action to be 
taken by October next year. 


ELS fears held by the MoF that the 
Ministry of Posts would orchestrate 
à rear-guard action to retard implemen- 
tation of the final stage of the liberalisa- 
tion now seem mostly dispelled. Talks 
between officials of both sides, begin- 
ning in July, will focus on a definite 
schedule for determining the size of 
small Bepop. At stake for the posts 
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Seaihorho Bank: squeezing the sogo. 


well as in Osaka — REVIEW, 8 May.) 

But paradoxically, the Bull/Bear 
Bond is also a reflection of tremen- 
dously fast development. Over the past 
two-and-a-half years since the MoF al- 
lowed it much greater freedom, the 
Euroyen-bond market has mushroom- 
ed. It has been the fastest growing sec- 
tor of the whole Eurobond market. 

Euroyen bonds were recently a tiny 
percentage of the Eurobond market. In 
1983 they accounted for only 0.67% of 
Eurobond issues, according to Daiwa. 
But in 1985 their share had jumped to 
5.2%. The dominant position of 
Eurodollar issues is gradually weaken- 
ing though they still accounted for 
70.7% of the market in 1985. 

The total amount of Euroyen bonds 
on issue has grown from ¥597 billion at 
the end of 1984 to ¥2.5 trillion at the 
end of March this year. The value of 

new issues in the first quarter of this 
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! deposie of up to ¥3 million on which in n- 


but at the same time takes refuge i in his 
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terest payments are tax-free. esi 
highly popular savings provide the gov- 
ernment with a cheap source of ready fi i- 
nance. City banks also provide this tax: 
free saving service for savings of up t : 
¥3 million but, unlike post offices, d c 
not let crafty depositors open many 2 
counts under different names. 

The deposits bureau of the pc st is 
ministry worries that if small deposit 
were to include those under ¥3 milli of Y 
this néw category would compete v ith 
the tax-free postal savings which, in! 
words of deposits bureau chief Minor 1 
Shioya, would: then. be thrown "out o 
the mosquito net." Shioya concede 
that freeing up interest rates would vit vit 
tually be meaningless if the “sma V 
bracket were set higher than ¥3 millio n 
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ministry's view that deregulation € 
small deposits could produce in Japa 
the type of bank failures seen in the L 
Much of the debate is now centri 
on the measure banks might use to | set 
interest rates for “free” small depos 
or “small-scale money-market certif 
cates.” Apart from the Minis 
Posts' suggestion that new rates shoul 
not affect the profitability of postal s sav 
ings, acceptance of an interest-rate 
index linked to national SOVETA ra 
bond rates, but about 0.4% lower, ap 
pears to be growing among city ban S. 
The council privately advising tl the 
MoF on the matter, headed by Tokyc 
University professor Hiroaki Kaizuka, 
has recommended that deposits of 
10 million be classed as small. It has also 
warned that the freeing of interest e ; js 
deposits of less than ¥3 million would 
create unruly capital flows (out of postal t 
savings). 
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Second line of offence: page 4 


year was more than twice the amount ¢ 
all the issues in 1984. This could be the 
year when they overtake Deutschemark 
issues and reach the No. 2. spot. = 
The liberalisation which occore 
December 1984 included freedom ti 
issue to public-sector borrowers and 1 
companies which complied with certa 
financial criteria. Restrictions on the 
value and number of issues were re- 
moved. In June 1985, approval Mo Xi 
given for a variety of different kinds ¢ 
Euroyen bonds, such as bonds with war 
rants. The liberalisation has since cor 
tinued. 15098 
As well as stimulating the growth i 
the size of the market, these cha 
have permitted greater sophistication 
and variety in the issues. Daiwa alre 
listed nine different types of Euro jer 
bonds even before it came out with the 
Bull/Bear Bond. j ES E 
In addition to straight bonds t ney 







































































the investor a chance to buy the is- 
s shares and one which gives some 
'stors a tax advantage (the zero- 
upon bond). 
Fhe most common of these varieties 
he species are Dual Currency Bonds 
h reduce the potential damage to 
ower if the yen continues to ap- 
ite . Repayment of the capital 
nt is in dollars. An exciting recent 
ion of these are Heaven and Hell | 
de. which exaggerate Dual Currency 
s so that the redemption payment 
ely to be a great deal more or a 
t deal less in yen terms than the 
nt of the. original issue. 
diis is not the end of it. Most of the 
>, or rather 10 as they now are, kinds 
uroyen bonds can be issued in con- 
nction with swaps. 
Once one gets into swapping ‘Heaven 
¿Hell or Reverse Dual Currency 
ds, one is really getting into some- 
g- quite complicated, something 
thy of the highly technical Euro- 
nd market. 











- ut Euroyen bonds have one charac- 
m) teristic that rather sets them apart 
1 the original idea of the Eurobond 
ket. The original Eurodollar issues 
e predominantly sold to European 
sidents who had dollar balances and 
ted to invest them without paying 
5 withholding tax. The Eurobond 
arket's classic ideal of the investor 
iO bought the bonds was a Belgian 
ntist. But the usual buyer of Euroyen 
'onds is not a Belgian dentist but a Ja- 
nese investment institution. 
‘The yen is doubtless on its way to 
ing a major reserve currency and the 
nsensus internationally is that the yen 
set to rise still further. But for the time 
g the Japanese themselves remain 
e ones most comfortable about hold- 
git. In theory they are not meant to be 
buyers of Euroyen bonds and there 
a rule against them buying new issues 
bonds until they are three months 
d. In practice, there are ways around 
s rule. The Japanese buyers use 
opean subsidiaries or make forward 
reements to buy in three months' 
nce the Japanese are themselves 





:Japanese securities houses com- 
etely dominate the management of | 
e issues. They are the ones with access 
the buyers of the bonds back home so 
ey can offer the best price. 

They come to Europe to issue the 
ds for the simple reason that the reg- 
ions in the Eurobond market are far 
restrictive than those in Tokyo. In 
case, London has long been the 
tre for the bond markets of the 
id. The Japanese are now getting 
hare of it. Oo 


w on sued rales, ‘two more which 


e biggest investors in Euroyen bonds, | 
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Reluctantly, a secondary n market i in samurai bonds: is emerging 


By Bruce Roscoe in Tokyo 
J apanese securities companies are 

learning that bonds can be traded as 
well as hoarded: or parcelled out to 
select clients. The lesson is being con- 
ducted by the Ministry of Finance 
(MoF) on behalf of foreign govern- 
ments wishing. to raise capital on the 
samurai public-bond market. 

Acutely embarrassed — and worried 
— over the sudden demise of the “mar- 
ket" for these sovereign public issues, 
the MoF has put its pointer to the - 
blackboard of administrative guidance 
in the late hope of getting a secondary 
market going for once-popular, now- 
stagnant samurai issues: 

In the six months.to June, samurai - 
issues will probably register a decline of 
33% to Y420 billion ud 5 billion) 


MoF: acutely embarrassed. 


over the year-earlier period, and in the 
April-June quarter ee are expected to 
fall off by around 70%. Japanese securi- 
ties companies claim the market has col- 

lapsed because too many issues were re- 
deemed early (REVIEW, 12 June), de- 
terring institutional investors from sub- 

scribing to new issues, — 

Foreign governments, however, are 
finding the samurai issues — on which 
interest is pitched between Japanese 
Government and corporate-bond rates 
— too expensive compared with easier- 
to-issue Euroyen bonds. And prospec- 
tive Japanese investors such as mutual 
aid cooperatives and insurance com- 
panies.are favouring local and munici- 
pal government bonds, yielding 0.5-1 
point more than national government 
issues. The daily turnover of local bonds 
is reported at € 10 billion. - 

Sovereign issues. still. trying. the 
samurai market : are not making much: 
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headway. A 12-year issue by the Cana- 
dian province of Manitoba, secking to 
raise ¥20 billion, was to have been 
finalised in the first week of June but has 
been postponed. Underwriters Nomu- 
ra, Yamaichi, Daiwa and Nikko were 
planning to sell this i issue as Japan’s first 
samurai “bought deal," meaning the 
underwriters would. guarantee to buy 
the entire bond and thus accept all fi- 
nancial risk, as opposed to Japan’s cus- 
tomary “best effort,” where underwrit- 


ers do not undertake to manage an issue 


unless they have a few institutional in- 


~vestors ready and waiting., 


After weeks of delay, the World 
Bank on 13 June managed to reach 
agreement with a Nikko Securities-led 
underwriting syndicate to launch on 19 
June a ¥30 billion, 15- -year bond carry- 
ing a coupon of 6% by the bought-deal 
formula. The syndicate had pushed for 
6.3%. The market has greeted this trou- 
bled issue, according to underwriting 
analysts, with a big yawn, leaving the 
underwriters with a tough sales job. 

At the MoF's prodding the four 
underwriters now seem to be making 
genuine efforts to establish a secondary 
market for these issues. They are also 
recognising that early redemptions are 
inevitable for many issues because of in- 
creased competition from the Euroyen 
and other markets, and uncertainty 
over long-term yen exchange rates. 


Without secondary sales, therefore, in- 


vestors are likely to stay away. 

In the case of the World Bank issue, 
the date for interest payments has been 
set as the same date for redemption op- 
tions, which underwriters expect to re- 
sult in some trading of the bond. Other 
innovations were agreed at an under- 
writers' meeting on 19 June. Among 
these is a commitment to start daily 
price quotations, initially for about 25 
samurais, and accept investors' sell or- 
ders up to an initial maximum of ¥50 
million each, The underwriters appear 
to be stalling over terms for the accept- 
ance of buy orders. 

All these tasks should not be too dif- 
ficult for big Japanese underwriters, 
given their record of active trading in 
the US Treasury Bond market. Under- 
writing analysts suspect that their reluc- 
tance to- activate secondary trading for 
samurais stems largely from fears that 
the exercise may force them gradually 
to loosen their grip on the domestic 
market for national, municipal and cor- 
porate bonds. . 

EL there iS jan active 
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[he new Minolta 5000 Autofocus SLR. 
t makes photographic magic happen so easily, so quickly. 


Each day of your life, hundreds of photographic opportunities 
occur. Magic moments that unexpectedly happen and are gone 
forever in the blink of an eye. The Minolta 5000 is a sensational new 
autofocus SLR that won't let you miss the times when life moves 
a little too fast. When there's no time to make camera settings. Or 
focus. Or advance the film. Because the Minolta 5000 Autofocus 
SLR snaps the image you see in sharp focus, adjusts for lighting, 
then takes the picture in a split-second. You'll always get sharp 
pictures because this camera won't shoot unless the picture is 
sharp. And you're always ready to take the next picture because 
the film is automatically advanced after each picture you take. 
Best of all, the new Minolta 5000 Autofocus SLR makes this all 
happen so easily, so quickly and so precisely that it'll change the 
way you used to think about SLRs—and maybe even about 
photography itself. 


The Popular Hi-Tech Autofocus SLR 
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Trade Finance. Bank on the experience 
. of Germany's leading bank. 


The transaction demanded anin- 
depth understanding of local customs 
and laws. Important tax advantages 
had to be identified and incorporated 
into the plan. Transportation costs had 
to be carefully calculated. Finally, it 
required the issuance of letters of credit 
and banker's acceptances for more than 
$ 100 million. It demanded a banking 
partner with expertise — and extra- 
ordinary financial strength. 

The fact is, Deutsche Bank is a world 
leader in trade finance. Our clients bank 
on the experience we have gained in 
handling over 2096 of the exports of 
the world's second largest exporting 
nation. They rely on our financial 
strength in money centers worldwide. 
And they have come to count on our 
skillful, innovative. service. - because 
standing behind Germany's leading 
bank are 40,000 seasoned banking 
professionals. 

At Deutsche Bank you will find 
capable, talented people experienced 


Deutsche Bank 


in the century-old German tradition of 
"Universal Banking" - the highly prac- 
tical combination of credit-based com- 
mercial and  service-based  invest- 
ment banking. Rely on their experience 
in providing a wide range of financial 
services ~ including skillful techniques 
in financing international trade. 

For international trade finance — as 
well as other commercial and invest- 
ment banking services - consider 
making Germany's leading bank your 
bank. 


Contact the Deutsche Bank nearest 


"The leading bank in Germany ~ a world | 


you. 
E HIN 
| Deutsche Bankat a. glance (Dec. 3 311985): | 
| e Total Assets (in bn US$) 96.4 | 
e Capital & Reserves (in bn US$) 38 | 
e Branches Worldwide 1.410 | 
e Employees 48,851 | 
e Stockholders 245,000 | 
| 
| 


leader in international finance." | 
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 xunchallen d authority! 
. There is no doubt amongst leading top manage- 
. ment as to which publication is considered the 
. most authoritative in the region on coverage 


of Asian business affairs. It’s the Far Eastern 
. Economic Review by an overwhelming majority! 





— influence! 

JA No other publication in Asia or anywhere for that 
J matter provides such depth and breadth of cover- 
. age of events throughout the region. Don't just 
. take our word for it. Ask the people you look up 
. to and respect the most which publication they 
. turn to for unparalleled coverage of Asian news. 
. The overwhelming response will be the Far East- 
. ern Economic Review! 


 xunequalled performance! 
Since January of 1974, the Review has grown in 
=- size from just over 20,000 copies per issue to its 
= present circulation of more than 63,000 copies 
per issue. 


No other publication in the region can match its | 
performance. In fact the Review’s circulation has _ 
grown by a number larger than the total present — 
day circulation of any of the publications which E 
started during the years in question. E 















_A growing number of advertisers have taken full | 
advantage of this impressive growth. The Review : 
has increased its ad page volume from 1,458 in 
.1978 to 2,593 in 1985. 


Advertisers know beyond question that the — 
Review reaches the highest concentration of | 
- Asia’ s most important people. And they know E 
that as an effective advertising vehicle, its perfor- 
 mance is unequalled. - E 
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THE PHILOSOPHY DEPARTMENT. 





HONG KONG: 


U-Bix 5500 


The Academics 


Repromac Ltd., Tel: 5. 8930055 








SINGAPORE: 
MALAYSIA: 





APS Electronics (Pte) Ltd., Tel: 2556944 





APS Electronics (M) Sdn. Bhd. Te: 03- 928444 





INDONESIA: 


PT. ASABA, Tel: 370707 





PAKISTAN: 


Macneill & Magor Ltd., Tel: "m 8551 





“Universal Business Equipment Ltd., Tel 226671 





BANGLADESH: Devices Aids International Ltd., Tel: 257229 





TAIWAN, ROC: United Business Office Systems Inc., Tel (02) 772- 2525 


PHILIPPINES: 
SRI LANKA: 


THAILAND: 


It's simple. 

It’s versatile. 
It's fast. 

It's powerful. 
It's intelligent. 


Inter Far East Engineering m Ltd., Tel: 314-1240 


T Bix Corporation, Tel: 818- 7501 


— Limited, Tel: 548392 


It's capable of handling the entire work load of the busiest department. 
It's everything a copier philosophy should be. 


U-BIX - WD KONSHIROKU PHOTO IND. co, LTD. 


No 26-2. Nishishinjuku 1-chome. Shinjuku-ku, Tokyo 163. Japan 














Mistrusting providence 


Hongkong authorities are wary of calls for a central provident fund 


By Emily Lau in Hongkong 


du: Hongkong Government has de- 
cided to resist pressure to set up a 
central provident fund (CPF) to provide 
retirement benefits to all workers. De- 
mands had come from pro-Peking and 
pro-Taiwan trade unions, independent 
labour and social-service organisations 
and some members of the Legislative 
Council (Legco), the territory's law- 
making advisory body. 

The idea of setting up a CPF, with 
mandatory contributions by workers 
and employers and managed by the gov- 
ernment, was first mooted in the 1960s, 
but has been consistently rejected by 
the government. Proponents of the 
scheme said it was needed urgently be- 
cause workers were inadequately pro- 
tected by weak labour legislation and 
the absence of a comprehensive social- 
. security programme. They argued that a 
CPF was necessary to cope with an ag- 
ing population. At present there are 
600,000 people over the age of 60. Of 
the 60,000-odd recipients of public as- 
sistance, 65% are elderly. 

The idea has run into three major ob- 
stacles. First, concern that the elderly 
want benefits now — not a scheme 
which will yield returns 25 years hence. 
Secondly, there is a shortage of vehicles 
for investment. Thirdly — and perhaps 
most important — there is distrust of 
real or imagined political motives. 

With the uncertainty surrounding 
the structure and the set-up of the future 
Hongkong Special Administrative Re- 
gion (SAR) government, some people 
are wary about handing over a large sum 
of money which would pass into the con- 
trol of the new government. It is under- 
stood some government officials had 
feared that pro-communist firms might 
not be willing to join in a compulsory 
scheme administered by the Hongkong 
Government. Some government offi- 
cials also speculated that the Chinese 
authorities might resent a scheme which 
created liabilities beyond 1997. 

However, Legco member Hui Yin- 
fat, who is the director of the Hongkong 
Council of Social Service, said he had 
discussed the issue with Chinese offi- 
cials and was told they supported it and 
said the SAR government would be 
willing to manage such a fund after 
1997, 

According to Commissioner for 
Labour Ron Bridge, older workers 
tend to favour a CPF while younger 
ones, not very concerned about re- 
tirement, prefer not to have any deduc- 
tions made from their wages. Because 
most Hongkong workers are fairly 
young, Bridge concluded the majority 
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of the workers were not keen on a CPF. 

The Labour Department's findings 
were contradicted by a survey done by 
the Christian Industrial Committee 
(CIC) last year in Kwun Tong, a major 
industrial district. The CIC interviewed 
2,500 workers and found that more than 
8076 felt there was a need to set up a 
CPF; 9676 said they would take part and 
83% said they were ready to contribute. 

CIC director Lau Chin-shek said 
they were not in favour of the govern- 
ment administering the fund because 
that might lead to high management 
costs and, more importantly, they were 
worried whether a government with 
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Hongkong worker: young labour force. 


only 11 years to go might take a short- 
term perspective. Instead, the CIC 
urged the government to enact laws for 
statutory CPF and leave the administra- 
tion to the parties concerned. 


E mployers have remained relatively 
quiet over the issue, but some have 
privately expressed deep reservations to 
the government, saying the scheme will 
increase costs and ultimately affect their 
business viability. Since they do not 
want to clash publicly with workers, 
some employers have privately urged 
the government to kill the scheme. 

In opposing a CPF, the government 
maintained that its basic philosophy was 
to help those least able to help them- 
selves through the fairly basic non-con- 
tributory — social-security — schemes 
funded from general revenue. As an al- 
ternative to CPF, the government pre- 
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gratuity payments and private provi- 
dent funds. At the end of May 1986, 
there were more than 4,100 govern- 


ment-approved retirement and provi- | | 


dent funds in operation. This figure was 
crudely estimated to cover about 
200,000 people, or 1096 of the 2.08 mil- 
lion workforce in the private sector. 


The feeling in government is that — 


while CPF may look “superficially at- 
tractive," 
lowly paid workers because it does not 
give them a good return on their money. 
If the worker and the employer were to 


contribute 5% of pay to a CPF, the final | 


payout would be “a pathetic little sum." 


g-service 


it is not in the interests of | 







Officials accept the benefits of the — 


portability of a central fund — unlike 


employer-run funds, workers do not — 


suffer if they change jobs. But they also 
object to the administrative loss of a 
central scheme. (They have not address- 
ed the question of encouraging a cen- 
tral but privately administered scheme 
which incorporates portability.) 

How to invest the CPF is also a prob- 
lem. One estimate has it that if the CPF 
were set up with the entire workforce 
contributing, it might grow to HK$50 
billion (US$6.4 billion) in five years. In- 
surance brokers say such a large sum 
cannot be absorbed by the local finan- 
cial market. There are few debt instru- 
ments available, and hardly any govern- 
ment debt. Creating local public debt to 
absorb the fund's cash flow might, it is 


felt, simply encourage spending on rash |. 


capital projects. Such a fund could not 
be invested largely in risky equities. It 
could be placed overseas, but that 


would have economic and political . 


ramificiations — especially after 1997. 
The government was recently ac- 


cused of issuing a “biased” document to | 


unofficial (non-civil servant) members 
of the Executive Council and Legco out- 
lining problems which other countries 
face with statutory CPF. These included 
negative real returns because interest 
rates could not catch up with inflation; 


tremendous resources were needed to - 


ensure compliance with pay-in require- 
ments, and the steep rise in contribution 
rates such as in Singapore, where com- 
pulsory payments went up from 10% in 
1955 to 40% of total wage costs in 1984, 
with employer and employee splitting 
the contribution. 

Singapore’s recent experience has 
not encouraged support for a Hongkong 
CPF. In Singapore high CPF contribu- 
tions are now admitted to have unduly 
raised overall wage costs, and to have 
led to undesirable allocation of savings. 
It is most unlikely that, even were 
Hongkong to get a CPF, it would be 
possible to force workers to pay 25% of 
their wages into it, as in Singapore. On 
the other hand, Singapore’s system has 


allowed a much higher proportion ofthe - 


population to start buying their own 
homes, whereas in Hongkong some 


50% live in public rental housing. D 
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By S. Kamaluddin in Dhaka 

f hile presenting a growth-oriented 
W V budget for fiscal 1987 (beginning 1 
July) on 27 June, Bangladesh Finance 
Adviser Mohammad Syeduzzaman de- 
cribed the year just ended as one of 
est for the nation," but asserted that 
e country's economic situation dur- 
g the year attained "a satisfactory 
vel." 
. At the beginning of fiscal 1986, the 


3ross domestic product growth was 
below 4% in fiscal 1985; resources came 
nder tremendous pressure from relief 
id rehabilitation programmes follow- 
g floods and other natural disasters, 
nd there was a need to import large 
amounts of grain. Foreign reserves tum- 
bled and the money supply reached un- 
desirable levels. 

During fiscal 1986, GDP rose 4.9% 
(against a target of 5.5%) and food pro- 
uction reached a record 16.3 million 
nnes against 15.8 million tonnes the 
revious year. Growth in the industrial 
nd agricultural sectors is estimated at 
0% .and 4.9%, respectively. AH in- 
ications suggest money-supply growth 
nd credit-expansion targets, set at 16% 
nd. 15%, respectively, were achiev- 
d. — 
< Increased production and the im- 
ort of 1.5 million tonnes of food- 

ains meant prices fell by 5%. This 
elped maintain inflation at 10%. Re- 
tances from Bangladeshi workers 
broad, which declined to US$400 
llion in fiscal 1985, are thought to 
ve risen to about US$550 million last 
Despite these encouraging signs, 
nd a 2096 rise in export volume in 
iscal 1986, the gains have been offset 
y an average 19% fall in world prices 
or the country's exports. Syeduzzaman 
ointed out that prices of raw jute 
nd tea fell by more than 45%, com- 
red to the year before, while man- 
factured-jute prices fell 15%. Terms 
f trade deteriorated 17% during the 
car. 

. Syeduzzaman cautioned: "The un- 
recedented decline in the price of raw 
terials and commodities exported by 
veloping countries in the interna- 
ional market is a matter of serious con- 
rn in the context of our future course 
action and policy decisions. The pos- 
lity of some of the targets of our 
hird five-year plan [1 July 1985 to 30 
ne 1990] being adversely affected by 
he combined impact of these two fac- 
rs cannot be ignored." 

In.giving details of the fiscal 1987 








conomy faced a number of problems. 
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dget, which he described as "non- | 








"Includes net repayment of loans. 


Still a long way to go 


Despite growth, Bangladesh faces many financial hurdles 


inflationary” and “production-orient- 
ed,” Syeduzzaman said the goals were 
to increase domestic production, give 
highest priority to the agricultural sec- 
tor, keep prices down and reduce pov- 
erty.. 

During the second five-year plan 
(1980-85), GDP growth outpaced popu- 
lation growth, but poverty increased 
nonetheless. 

The new budget totals Taka 91.12 
billion (US$3 billion), of which Taka 
37.4 billion represents recurrent expen- 


diture, and Taka 47.64 billion goes to | 


the annual development programme 
(ADP). The budget basically aums at a 
higher growth rate, greater employ- 


1985-86 [| 
(revised) 


ive’! | B supply of drinkin 

+ 1,349.3" improvement of . 
mm IT conditions, expansion 
primary-education .. 


REVIEW TABLE by Ricky Hui 


services, and spe: 
income groups. 


Syeduzzaman said the. progress 
made in several areas has been signifi- 
cant. Food production has kept ahead 
of population growth. Modern technol- 
ogy has been accepted in the agricultural 
sector; more than 70% of fertiliser re- 
quirements were met domestically; ex- 
port earnings rose by some 50% in the 
past four years; non-traditional exports 
more than tripled in a decade, and 
population growth had declined from 


| about 3% in the early 1970s to about 


2.4% currently. 5 p 

In addition, inflation has been con- 
tained within a 10-12% range; develop- 
ment of indigenous energy resources 
based on natural gas has been success- 
fully pursued over the past five years; 
industrial growth in the past three years 
had been maintained despite a world re- 
cession, and a number of economic re- 
forms were made to restore budget- 
ary discipline. There was 
also reasonable . stability 
in 


increase 
source 










said. —— 
The government h 
cided to spend Taka. 10. 
B billion or 22% of the ADP. 
. to create 685,000 new: jobs 
B through rural development, 
expanded irrigation | pro- 
grammes, assistance. 











the 
small and cottage-industries 
sector, construction of low- 
cost housing, incre 









gramme and in health er 
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Half full or half empty? 


Insurance firms are unhappy with official concessions 


W ith the emergence of one life and 
six general insurance companies in 
the private sector since late 1984, the 
character of the industry in Bangladesh 
has undergone a major change, though 
the two public-sector companies — one 
doing general and the other doing life 


business — are still in a dominant posi- 


tion. : 
In an apparent attempt to help the 
private-sector general insurance com- 
panies, the government has decided to 
share with them half of the premium in- 
come that its Sadharan Bima Corp. 
(SBC, general. insurance corporation) 
generates from private-sector clients. 





This concession will last for three 
years, the corporation's managing di- 
rector, M. Shamsul Alam, said. Pre- 
mium income from private-sector busi- 
ness during 1985 was Taka 300 million 
(US$9.9 million) and is expected to rise 
slightly during 1986. _ ur CA 

According to SBC's annual report 
for 1984 — before any of the private- 
sector insurers were fully opera- 


tional — pou income from. the 
public and private sectors stood re- 


spectively at 55% and 45% of the 
total premium income of Taka 851.25 
ing the 1985 calendar 


million. During at 
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. Revenue collection in fiscal 198’ 
expected to reach Taka 44.68 billion 
(before taking into account Taka 3.72 
billion of revenue from newly intro- 
duced taxes) of which Taka 37.38 bil- 
lion is expected to come from taxes and 
the rest from non-tax sources. Major di- 
visions in which revenue collection is ex- 
pected to go up are income tax (11%), 
customs duties (20%) and sales tax 
(3576). Total revenue-based expendi- 
ture has been estimated to increase by 
9.476, while revenue receipts are likely 
to grow by 9.796. 

An import target has been set at 
US$2.55 billion. Foreign-aid disburse- 
ment during the year is expected to 
reach US$1.52 billion, which will in- 
clude US$800 million as project aid, 
US$468 million in commodity aid and 
US$250 million in food aid. Total food 
imports have been estimated at US$265 
million, while those of crude oil and re- 
fined products will account for US$280 
million. Imports of industrial raw mat- 
erials, machinery for infrastructure pro- 
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mium income rose to Taka 980 million. 

The private general insurance com- 
panies are Green Delta, Bangladesh, 
General United, People's, Bangladesh 
Cooperative and Progoti Insurance Co. 
The idea of sharing SBC's private-sec- 
tor business with them is to provide a 
cushion while they consolidate their po- 
sition. 

Private-sector companies, however, 
complain bitterly about the govern- 
ment's policy. They say that since SBC 
has been given exclusive access to pub- 
lic-sector business, they should have 
similar exclusive rights to private-sector 
business. 

In addition, the compulsory re-insur- 
ance which they are required to place 
with SBC forces them to divulge their 
business secrets to SBC which, they 
say, uses the information to quote 
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jects, spare and component parts and 
other consumer goods (excluding food 
and fertiliser) are expected to total 
US$2.24 billion, compared to US$2.14 
billion in fiscal 1986. This is expected to 
help overall domestic production. 

Agriculture contributes more than 
50% of GDP, and nearly 75% of the 
labour force is employed in this sector. 
To encourage farmers to use more fer- 
tiliser, the price has been reduced by 
Taka 200 a ton with effect from 1 July. 
This, along with higher procurement 
prices for grains, is pe to help the 
agricultural sector. The foodgrain-pro- 
duction target has been set at 17.4 mil- 
lion tonnes. 

GDP is expected to grow about 5.2% 
in fiscal 1987. Agriculture should ex- 
pand by 3.6%, industry by 10.3%, 
energy and natural gas by 26%, trans- 
portation by 6.2% and others by 4%. 

Export earnings may not live up to 
expectations, and special efforts will 
have to be made to increase the produc- 
tion and export of non-traditional items 
to reach the level of at least 
US$1 billion in export earn- 
ings during the year. 

Similarly, remittances 
from Bangladeshi workers 
abroad are also expected to 
decline. However, consider- 
ing higher expected foreign- 
aid disbursement and pro- 
jected international receipts 
and payment obligations, 
foreign-exchange reserves at 
the end of fiscal 1987 may ex- 
ceed US$480 million. 

During fiscal 1987, debt- 
servicing requirements (prin- 
cipal and interest on all short-, 
medium- and long-term 
loans) will come to about 
US$420 million, or 31% of for- 
eign-exchange earnings from 
exports and invisibles. How- 
ever, taking into account the 
Overseas workers' remittances, 
the proportion will be 23%. D 





competitive premiums to their clients. 

Some representatives in the private 
groups argue that a new agency should 
be created to oversee the activities of in- 
surance companies and also to act as a 
national re-insurer for all the com- 
panies, as is the case in Pakistan. This 
would enable the companies to re- 
tain the confidentiality of their busi- 
ness. 

There are only two life-assurance 
companies in Bangladesh — one each in 
the public and private sectors. The lone 
private-sector company, National Life 
Insurance Co., was the first company to 
set up in the private sector in Bangla- 
desh. 

It too has to re-insure its business 
risks with the public-sector Jiban Bima 
Corp. but it does not appear to be un- 
happy about this. — S. Kamaluddin 
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Hot on the 
crime trail 


Thai authorities pursue those 
behind a pepper-export fraud 


By Paisal Sricharatchanya in Bangkok 


C 


police have launched an investigation 


into an apparently well-organised fraud | - 
ring which deceived spice importers in | - 


Europe, the Middle East and possibly 
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= | 
oncerned about possible harm to | | 
the nation’s export image, Thai — 


the US who had ordered hundreds of | 


tonnes of pepper. 
At the centre of the fraud is a Malay- 


sian Chinese, known as Peter Lee, who | 


allegedly used the office of a Bangkok 


trading firm as cover for the transac- - 


tions. Lee has not been seen in Bangkok 


for several weeks, and is suspected to — 


have fled Thailand. 

Such scams are not new here. There 
have been, for example, cases involving 
shipments of bricks rather than gloves, 
and adulteration of tapioca products 
with stones. Thai authorities stepped up 
control and supervision at the Bangkok 
port in recent years and, as a result, the 
incidence of fraud was reduced. 


There is fear that this latest case | ` 


I 
b 
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could hurt the government's drive to — 


promote exports. Reflecting the depth 


of official concern, a senior investigator | 
described the crime as “sabotage of the fa 


national economy.” The European 


companies victimised by the fraud have | 





] 

PE 
"! 

] 


reported it to Interpol and itis expected | - 


that an international search for Lee, in- | - 


volving the authorities in Thailand and — 


Malaysia, will be launched. 


The scandal first came to light in May | 


i 


P 


when a 60-tonne consignment of “white — . 
pepper" worth about US$366,000 or- | — 


dered by Britain's largest spice trader, 
Lion Foods, was found to contain kapok 
seeds after arrival at Liverpool. Since 
then, it has been established that an ad- 
ditional 90 tonnes shipped by Lee to 
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an Italian buyer and to two firms in.| 


Belgium contained similar substitu- 
tions. 

There were reports of additional 
shipments to other European countries 
and the Middle East, and one to New 
York, but these have yet to be estab- 
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lished. Total volume involved in the - 


fraud is believed to top 300 tonnes. 
Correspondence between Lion 
Foods and Lee showed that for an ex- 


tended period since last December, Lee | 


had operated out of the Bangkok office 
of S. Sahamit Commercial Co., purport- 


A Conclusion of the deal, Lee re- 
quested that S. Sahamit be put in the 


contract as the “intermediary” and that — 


the letter of credit be issued in the name 
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rtis company's export manager. | 
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- of the “supplying” firm, Siam Spice Co. 
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The same practice was apparently fol- 


lowed in other transactions. 


The use of S. Sahamit facilities, in- 
cluding letterheads and telex, plus Lee's 
physical presence in its office, raise the 
question of whether the firm knew of his 
activities. However, when contacted by 
the REVIEW, S. Sahamit executives said 
they knew nothing about the deals and 
that Lee had only “rented” the telex. 
During a recent meeting in Britain with 
Lion Foods, the Thai executives 
claimed that Lee was “a friend of a 
friend of” the company president. 

Meanwhile, the phone number given 
as that of Siam Spice actually belonged 
to an office-services rental outfit. Offi- 
cials at both places told the R&VIEW 
they had received numerous complaints 
from parties in Europe and the Middle 
East allegedly cheated by Lee. Official 
records showed Siam Spice was first re- 
gistered as “Orient Rubber" in January 
1985 and later re-named “City Trade" 
before assuming its present name. 

Lee — also known as Peter Lim and 
Lee Siew Sing — is believed to have fled 
Thailand in early May after officials of a 
local shipping agent stumbled into port 
workers loading kapok seeds into con- 
tainers he had booked. 


me from the overseas buyers, the 
fraud apparently deceived banks, 
shipping and insurance agents and the 
customs authorities. According to various 
sources, Lee first obtained customs dec- 
larations for the shipments as kapok 


= seeds but later presented the consign- 
ments to shipping agents as pepper, 


which suggested that he might have 
forged official documents. 

Beyond alerting Interpol, Lion 
Foods has also reported the case to the 
Thai Embassy in London. One aspect 
which some of the European victims 
now wonder about is a certificate of ori- 
gin issued by Thailand's Department of 
Foreign Trade which certified the con- 
signments as pepper. If Bangkok is un- 
able to explain this discrepancy, one 
European source warned, it might af- 
fect future Generalised System of Pre- 
ferences (GSP) treatment of Thai pro- 


J ducts, which allows them duty-free or 


low-tariff entry into Europe. 

An official said the foreign-trade de- 
partment normally issues about 500 
such certificates daily which makes it 
impossible to check each of the con- 
signment's contents. "The document 
amounts to a certification that pepper is 
a GSP item but it is not a guarantee that 
the said consignment contains pepper. 
If the consignment is found to contain 
something else, then the proper duty 
should be applied accordingly," the offi- 
cial explained. 

This new fraud has, however, put the 
Bangkok shipping community on alert. 
Extra precautions are being directed at 
deals involving Malaysia, Singapore 
and Hongkong. oO 
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Japan Air Lines embarks on a sweeping corporate reorganisation 


By Charles Smith in Tokyo 


TS prepare for its privatisation in 
July 1987, Japan Air Lines (JAL) 
has embarked on a sweeping corporate 
reorganisation which aims to create a 
series of semi-independent profit 
centres within the company using a 
model that is more familiar in manufac- 
turing industries. The new system is de- 
signed to make the company more Cus- 
tomer-conscious as well as far more pro- 
fit-oriented than the old “bureaucratic” 
JAL — one of whose problems, accord- 
ing to company sources, was that it 
sometimes seemed to “exist for the 
benefit of its employees." However, 
there are also doubts as to whether it 
will actually work. 

The idea of splitting up into separate 
profit-centre activities such as freight 
and international passenger services, 
both of which inevitably use the same 
aircraft and many of the same person- 
nel, has been criticised as pie in the sky 
by some sceptics who point out that no 
other airline has ever tried such a sys- 
tem. Other critics believe that, while 
JAL may have been badly in need of a 
major organisational shake-up, the new 
system may represent “change for the 
sake of change." 

JAL's new chairman, Junji Itoh, 
who was appointed (initially as vice- 
chairman) in December last year as the 
personal choice of Prime Minister 
Yasuhiro Nakasone, is said to have ap- 
proached his job on the assumption that 
everything about the company was 
wrong that could not specifically be 
proved right in a review of the com- 
pany's operations undertaken person- 
ally by the chairman. 

The winds of change that started 
blowing through JAL in early January, 
when Itoh abruptly reversed an un- 
popular decision by his predecessor to 
make some of the company's surplus co- 
pilots do office work, seem to have been 
welcomed by the rank and file, but 
bruised egos, as well as some more ra- 
tional doubts about the new strategies, 
are believed to exist further up the 
hierarchy. One of Itoh's weaknesses 
would seem to be that, as former chair- 
man of a diversified manufacturing 
company (Kanebo), he may have over- 
rated the possibilities of decentralisa- 
tion in an airline. 

Attempts to diversify JAL out of the 
air-transport business are not officially 
part of the new chairman's strategy, but 
one of the four new groups created as a 
result of the reorganisation — the as- 
sociated business and development divi- 
sion which aims to make money out of 
spin-offs frorn'JAL's main business — 





could find itself being given considera- 
bly more leeway than under the old dis- 
pensation. 

According to Mitsunari Kawano, 
vice-president and general manager of 
the new international passenger group, 
an advantage of the Itoh shake-up will 
be that JAL will now be able to market 
as an integrated “product” services such 
as catering, airport counter service or 
hotel bookings that were previously 
split between different divisions of the 
company. 

The system means that an interna- 
tional passenger will be the responsibil- 
ity of Kawano's group from the moment 
he buys his ticket in one of JAL’s city of- 
fices to the time he arrives at his destina- 
tion or books into a hotel in a foreign 


Itoh: shake-up. 


country. As a result of everything being 
under “one roof,” complaints from in- 
ternational passengers will be handled 
quickly and efficiently, Kawano hopes, 
instead of being filtered up to the board 
of directors through a multi-layered and 
impersonal system of head-office de- 
partments. 

Decisions on such things as the open- 
ing of new routes or changes in frequen- 
cies on existing routes should also be 
taken more quickly since the managers 
responsible for initiating them will be- 
long to a team which is also in charge of 
marketing. However, ultimate respon- 
sibility for route changes will have to 
rest with an elite planning department 
responsible to the president. 

This is partly because route changes 
may involve the shifting of resources be- 
tween the company’s domestic and in- 
ternational networks (two “autonom- 
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ous” divisions under the new system). A 
further problem is that planning for the 

opening of new routes may involve 

negotiations with the government — 

something that will continue to be hand- 

led in a special *administrative division" 

(for international routes) or in the cor- 

porate-planning division (for domestic 

routes). 

The snag about the “group” system, 
according to Kawano is that, because 
some basic services will have to be 
shared, group vice-presidents will be 
only partly responsible for the profit 
performance of their divisions. Under a 
rather delicate compromise between a 
fully decentralised and a totally *func- 
tion-oriented" organisational structure, 
flight operations will be retained as a 
separate "functional group," though the 
vice-presidents in charge of interna- 
tional and domestic passenger traffic 
will employ their own cabin staff and 
airport ground personnel. 

The charges paid by the three au- 
tonomous operating groups for mainte- 
nance and flight crew service will be cal- 


culated on an annual basis on what | 


Air passengers: integrated services. 





Kawano claims is a *rational" formula. 
But individual group vice-presidents 
will have no opportunity to change the 
formula — or to economise on mainte- 
nance or flight service. They will thus 
have accepted that about two-thirds of 
their total operating costs are beyond 
their control. 


A best this means that the new sys- 
tem is “profit-centre oriented” 
Kawano says. A full profit-centre sys- 
tem, as originally planned by Itoh, 
would have meant splitting up air crews 
and maintenance facilities. It might also 
have encouraged group managers to 
pay too much attention to cost cut- 
ting, and not enough to safety, in the 
running of their individual *empires." 
Even without full decentralisation, it 
should be possible to compare profit 
trends in different sections of the com- 
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pany over the medium to long term, 
Kawano says. Whether the new system 
will be given the time needed for such 
comparisons is, however, another 
major question mark. In view of the ex- 
perimental nature of the changes, JAL 
decided to put the new system into oper- 
ation at head-office level for 12 months 
initially, with 1 April 1987 being set as 
an "evaluation deadline." 

If the verdict after one year is favour- 
able, JAL will almost certainly extend 
the decentralisation process further, 
bringing staff in its overseas offices as 
well as in Japan directly under control of 
the four group vice-presidents. But a re- 
versal also seems possible given the 
highly political nature of Itoh's position 
as JAL chairman. Insiders point out 
that the whirlwind changes carried out 
under the new regime have been possi- 
ble mainly because the new chairman 
has — or claims to have — the prime 
minister behind him. If this is the case, 
Itoh's authority presumably might suf- 
fer from changes in the leadership of the 
ruling Liberal Democratic Party itself. 

JAL's facelift has involved a number 
of other important changes in the way 
the company is run, some of which seem 
likely to survive even a failure of the 
main attempt at decentralisation. A 
sharp increase in the expenditure limits 
within which individual managers are 
entitled to make decisions seems to 
have been long overdue, judging by 
complaints under the old system that 
even quite minor decisions had to be 
sanctioned by the executive board of di- 
rectors. Another change which may 
well have come to stay is the “personali- 
sation" of the company's aircraft 
maintenance system. 

In an attempt to avoid maintenance 
lapses that may conceivably have contri- 
buted to accidents in the past, JAL de- 
cided, again at Itoh's instigation, to in- 
troduce an arrangement under which 
each of the company's 83 aircraft will be 
continuously cared for by the same team 
of maintenance workers instead of 
being passed from “hand to hand" as is 
the case with most other airlines. The 
idea of giving maintenance workers 
"their own" aircraft may not increase 
productivity, at least in the short run. 
But JAL claims safety should benefit by 
stressing individual responsibility. 

A new corporate concept that is due 
to be unveiled in the autumn might even 
sweep away JAL's time-honoured 
heraldic crane symbol which some Ja- 
panese newspapers unkindly criticised 
as being “legless and eyeless” after the 
crash of 12 August 1985 (when a JAL 
Boeing 747 went out of control on a 
domestic flight after parts of its tail fell 
off). But a "save the crane" campaign 
launched by JAL employees suggests 
that this could be difficult. If the crane is 
spared it could be just about the only 
feature of the *old" JAL to survive the 
revolutionary fervour of,the new chair- 
man. Oo 
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ENERGY 


A natural 
development 


Burma looks to gas reserves to 
improve a bleak power picture 


By A Correspondent in Rangoon 


SG deferring the ambitious Marta- |- 


ban offshore natural-gas project 


(REVIEW, 17 Apr.), the Burmese Gov- - 
ernment has started to move forward |. 
plans to develop onshore natural-gas re- I2 


serves in the Irrawaddy Delta region 
close to industrial areas around Ran- 
goon. However, while the government 
has begun looking for overseas loans for 


an onshore pipeline project and has an- — 


nounced its intention to set up several 


natural-gas utilisation schemes, foreign - 
in developing |. 


interest has grown 
Burma's onshore oil fields as well. 
Japan, in particular, would like to in- 
crease its involvement in onshore oil 
exploration and development, and a 


production-sharing oil contract could — 


result from high-level talks between the 
two countries earlier this year. 


Still faced with worrying energy | 


shortages, Burma has begun to embark 
on a new approach to natural-gas deve- 


lopment since former cooperatives | 


minister Sein Tun became minister of 


energy late in 1985, replacing Muang - 


Cho as head of the energy sector. 


Muang Cho had previously been a key | 
i 


the newly formed Energy Ministry is - 


proponent of the Martaban natural-gas 
development scheme. Under Sein Tun, 


giving top priority to developing on- 
shore energy reserves. A key element in 
the plan involves substituting natural 
gas use for oil wherever feasible. 


Estimates of Burma's onshore natu- | 
ral-gas reserves range from 1-2 trillion 


ft3, with most of it lying in the Irrawaddy 
Delta, southwest of Rangoon. Recent 
seismic work completed by the Japan- 
ese National Oil Corp. (JNOC) for 
Burma’s Myanma Oil Corp. (MOC) has 
also indicated that the Irrawaddy Delta 
area contains a number of natural-gas 
bearing structures. 
Since deferring 


the Martaban 


scheme, the Ministry of Energy has | 
oe Sigs to reactivate plans to build a 260- — 
mi 


ile natural-gas pipeline from Kyailat 
in the Irrawaddy Delta region to Ran- 


goon and then onwards to the port city |. 
of Moulmein on the eastern seaboard. |. 
The plan is expected to become a top | 


priority project shortly. According to 
informed sources, the government is 
hoping to obtain a World Bank loan of 
about US$100 million. 

Although designed to supply natural 
gas for power generation as base load 


demand, the pipeline would be able to | 
supply it as well to a number of indus- _ 
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Who will give you 
A superior service on 
> your next trip in Asia? 








Problem Solver Kevin mg 
Duty Manager 


The wonders of travel have long been 
extolled but its woes can be legion. 

At Holiday Inn we keep this in mind 
always, offering you a staff committed solely 
to service. We're re-defining customer service 
with people who accept the responsibility to go 
bevond mere titles and become Problam 
Solvers — at all levels. 

Service to us means keeping the sense of 
wonder and eliminating the woe — because we 
care about the small things in life. 





| * Holiday Inn... 
Wecare about the small things in life. 


ET 
Holiday Sun 
International-Asia/Pacific 


For further information and reservations, contact your travel agent, 
any Holiday Inn hotel or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong, 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW, 


Holiday Inn Hotels in Asia/Pacific 
Bangalore * Lido Beijing * Bombay * Colombo * Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa 
City Centre Kuala Lumpur * On The Park Kuala Lumpur * Karachi 
Kuching * Kyoto * Manila * Nagasaki *« Nankai-Osaka * Narita « Penang 
Park View Singapore * Royal Singapore « Menzies Sydney 
Surfers Paradise « Tokyo * Toyohashi * Yokohama 
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It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 


mystery and much of the risk in doing business with 
China. 





Small Investment... Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express L] 
MasterCard O 


(Please print in block letters) 
Card No.: 

Exp. Date: 

Signature: 

Name: 

Address: 


Diners Club O 
Visa LJ 


Annual subscription rates: 
HK$2,185 M$720 S$635 US$280 £255 A$390 


Sent airmail anywhere in the world. RO710CTR4M 
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tries along the roùte. Weaving 
sugar mills and paper-pulp factories are 
likely industrial consumers, along witha 
number of brick kilns. The World Bank 
has offered to finance a feasibility study 
for the pipeline, diplomatic sources say. 
The offer is understood to have been ac- 
cepted by the Burmese Government in 
January, with the study now expected to 
begin shortly. 

“MOC has had this plan for about 
five years, but it has made no request for 
finance yet. The project is becoming 
very important as it can supply to power 
stations and factories along the route, 
saving the oil that is being used at pre- 
sent,” commented one diplomat. 

According to informed sources, the 
pipeline project could involve two 
Stages if sufficient reserves are present 
at Kyailat. After the pipeline is built and 
customers connected, MOC will launch 
a study to discover whether surplus na- 
tural-gas reserves are available. Should 
industrial demand not require all avail- 
able capacity, construction of a natural- 

rocessing complex could be feasi- 
ble {hough on a smaller scale than the 
ammonia-methanol-urea complex plan- 





ned for the Martaban scheme). 


Until now, most onshore natural-gas 
development has been to provide fuel 
for electric power stations and 


feedstock for fertiliser production. Al- 


most half the Electric Power Corp.'s 
ower-generating capacity is provided 
y gas-fired power stations. As con- 


struction costs for medium and large hy- 


droelectric power stations are too high 
for Burma, natural gas will continue to 
be used to expand the nation's electric- 
ity-generating capacity. A new natural- 
gas fired power station is planned for 
Thaketa. Although the turbine sets are 
expected to be Japanese-made, the size 


ofthe power station has yet to be decided. 


wo other smaller natural-gas pro- 
jects are also attracting foreign in- 
terest since their recent announcement 
by the Energy Ministry. In an effort to 
reduce Burma's petrol shortage, the 
ministry is preparing plans to build a 
methanol-converting plant next to a 
methanol plant being constructed at 
Seiktha by state-run Voest Alpine of Aus- 
tria and partner Lurgi of West Germany. 
According to one observer, the 
Energy Ministry's plan is to build the 
converting plant to produce enough pet- 
rol to meet the shortfall between cur- 
rent production and demand. At least 
one European firm has been asked to 
prepare plans to construct the plant. 
The other natural-gas project in- 
volves the construction of a Compress- 
ed Natural Gas (CNG) plant which 
would be used to produce fuel for cars. 
The use of gas to fuel cars is not new in 
Asia: for example, most Bangkok taxis 
now run on LPG (liquefied petroleum 
gas) carried in canisters in the car boots. 
ein Tun recently visited New Zealand 
(as part of an overseas tour including 
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where subjects discussed are 
understood to have included New Zea- 
land's use of CNG as car fuel. Again, at 
least one European firm has been asked 
to prepare plans to build a CNG plant, 
though the government has not dis- 
closed a site for it. 

As for the JNOC proposal, it would 
cover development of onshore oil fields 
around Mann and Prome on the Ir- 
rawaddy River. Apart from the large oil 
field at Mann, there are a number of 
smaller oil fields in the area which could 
be feasible to develop. Oil reserves in 
the area are mostly of a heavy crude var- 
iety which would require new equip- 
ment and investment to develop. JNOC 
also believes that most of the reserves 
lie deeper than the 3,000 m which MOC 
lacks the technology to tap. 

Informed sources say Sein Tun 
agreed to the production-sharing pro- 
posal in principle and that a firm deci- 
sion can be expected after further con- 
sideration by the ministry. The Energy 
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Ministry, in turn, requested assistance 
to develop oil reserves it claims lie in the 
Irrawaddy Delta area. While JNOC be- 
lieves that geological structures in the 
area are natural-gas rather than oil- 
bearing, MOC officials have said that 
additional data from their own explora- 
tion activities will be provided in sup- 
port of their proposal for joint coopera- 
tion in the delta region. So far, this addi- 
tional data has not been delivered to 
JNOC, sources say. 

At present, Burma's oil reserves are 
variously estimated at about 400 million 
barrels, though this estimate will in- 
crease when and if heavy-oil reserves 
are developed in the Mann area. The 
Ministry of Energy says oil production is 
running at about 26,000 barrels per day 
(bpd), though some observers say the 
figures include water and that the 
amount is closer to 18-20,000 bpd. 

Whatever the real figure, Burma still 
needs to act soon if the energy-supply 
situation is not to worsen further. O 
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Mountains 


of troubles 


Nepal's new government 
grapples with old economic ills 


By Kedar Man Singh in Kathmandu 

que rapid export gains made by Nepal 
during the first three quarters of its 

current fiscal year (ending mid-July) 

have almost certainly slowed in recent 


months, as the effects of government . 


austerity measures begin to bite. 

The interim government 
Nagendra Prasad Rijal, in its three- 
‘month tenure (March-May) tried to 


keep the budget deficit under Rs 500 


million (US$25.8 million), against a 
forecast Rs 1.4 billion. The caretaker 
‘government also clamped down on 
lending to both private and public bor- 
rowers. The result is likely to be a slow- 
down in domestic production and ex- 
ports as the fiscal year draws to a close. 
Exports to all markets except India 
for the first nine months (mid-July 1985 
to mid-April 1986) rose 88?6 to Rs 1.35 


billion from Rs 720 million during the | 
same period of the previous fiscal year. |. 


Part of this gain was a result of the 
14.7% devaluation in 
(REVIEW, 12 Dec. '85), which naturally 
pushed up the value of exports in local- 


currency terms; in addition, sales of cot- — 


ton garments to the US have risen 
swiftly. 
Now, the Nepal Rastra Bank (the 


central bank) is predicting inflation of — 


perhaps 25% by the time the current fis- 
cal year draws to a close, with money- 
supply growth rising 20% despite re- 


strictions on spending and lending. To: | 


enforce economic discipline, the gov- 


ernment of Prime Minister Marich Man - 


singh Shrestha is expected to prepare 
an export-oriented budget for 


ing in non-productive sectors and 
rein in a growing deficit-finance prob- 
lem. 


National budgets have been highly | 
ambitious over the past few years. The | 


result has been devaluation, inflation 


and a wide trade gap, say economic | 
analysts* here. And the country has | 
sought, with limited success, to lessen - 


its economic dependence upon India — 


though the growth of non-India trade | 
and the decision last month to cut the | 


long-established link between the local 


rupee and its Indian counterpart have © 


begun the process. 
The trade deficit stood at some Rs 
4.8 billion by the end of the third fiscal 


quarter (compared with Rs 3.7 billiona - 


year earlier). This may rise to about Rs 
6 billion by the end of the current fiscal 


year with the withdrawal of export in- | 
E 


November | 
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The new Finance Minister Bharat 
ahadur Pradhan told the REVIEW that 
ince the devaluation, the nation's 
oreign reserves have grown by more 
han Rs 3 billion, and the balance of 
ayments has improved marginally. 
radhan forecast a "favourable" balance- 
f-payments by the fiscal year's end. 

«To allow Nepal to carry out various 
evelopment projects, the World Bank 
ias agreed to extend special loans for up 
o five years, during which Nepal is said 
O be fully confident of bringing the na- 
ional economy into a “disciplined and 
ontrollable" state. Nepalese au- 
thorities hope to impove the situation 
through an "export-based" economic 





nother run on the Australian dollar 
AM" in the final week of the 1985-86 fis- 
al year (ended 30 June) was an un- 
ecessary reminder about the fragility 
-Of confidence in the state of the econ- 
my, though technical factors were also 
t play in foreign-exchange markets. 
. The dollar hit a record low of 55.8 on 
he trade-weighted index of the Reserve 
ank of Australia (RBA, the central 
ank) on 25 June, having shed about 2 
JS cents to 66.4 US cents in two days, 
efore stabilising and edging up slightly. 
Balance-of-payments figures for 
A ay showed a current-account deficit of 
$1.15 billion (US$771.8 million) — 
etter than the A$1.47 billion figure for 
¿pril that led to Treasurer Paul Keat- 
ngs.now famous "banana republic" 
rning — confirming that by 30 June 
€ fiscal 1985-86 deficit will be around 
14 billion (about 6% of gross domes- 
product) compared with the A$10.7 
lion (4.6% of GDP) forecast by the 
easury at the start of the year. 
What seems to have started the latest 
urrency scare was a sequence of indus- 
ry surveys showing sharply reduced ac- 
ivity in the early months of 1986, and 
loomy expectations among manufac- 
urers for the rest of the year. Economic 
rowth is widely forecast to be slowing 
lown to 2-3% for 1986-87 compared 
vith the 4.5% this year. Consumer 
pending also fell in the early months of 
he year, with seasonally adjusted retail 
ales down 0.1% over February-April 
d car sales down 14% in April from a 
ear earlier. Approvals to build private 
iouses were down 16% in the first quar- 
er on the year-before figures. 
- This appears to show that the RBA's 
avage resort to tight monetary policy in 
November-December, to dampen the 
nflationary. effects of earlier dollar de- 
eciation, took immediate effect. Car 
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preneurs and Seon “ahd give a free 
hand to commercial banks to set interest 
rates. It also hopes to increase govern- 
ment revenue, in part by improving the 
tax-collection rate. 

As part of its revenue-raising plans, 
the Shrestha government is planning to 
sell import licences worth Rs 250 million 
for luxury and consumer goods, includ- 
ing TV sets, watches, kitchenware, um- 


brellas, vehicles and textiles under an | 


auction system, which critics say is merely 
creating an official black market. 
Nepalese entrepreneurs and import- 
ers have expressed strong reservations, 
claiming the move would help big busi- 
ness houses grow larger. The national 
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sales were particularly affected by intro- 
duction of a 46% tax on previously un- 
taxed “fringe benefits.” 

Surveys also showed reduced invest- 


ment intentions among manufacturers, | 


a blow to government hopes of an early 
response to changed international com- 
petitiveness wrought by the 2576 or so 
fall in the local dollar since early 1985. 
In large part, this must be due to pes- 
simism about the chances of holding 
such gains against domestic inflation, 
which has ridden up to 8-9% from the 
5-6% attained in late 1984. 

While conservatives have argued for 


more stringent policies, Prime Minister | 


Bob Hawke’s government has begun 
adjusting policies to give companies 
more confidence. Interest. rates have 
eased from a peak of nearly 20% for un- 
official cash rates in December to a 
15-16% range, though this is still un- 
comfortably high. 

The latest central adjustment of 
wages under the government-trade 
union "accord" cuts two percentage 
points off the 4.3% otherwise due for in- 
flation. last July-December to “dis- 
count” higher import costs, and delays 
implementation by three months. 


Hawke said "the government would 





nearly 18 months ago. dor import 3r 
cences worth Rs 250,000 each have yet 
to get the promised import licences. 
The newly elected Shrestha govern- 
ment is expected to pay greater atten- 
tion to solving long-standing economic 
problems — such as budget deficits and 
huge balance-of-payments deficits. It 
will also try to boost economic growth, 
which at an average 2.5% a year has lag- 
ged behind population gains (2.6% ) over 
the past five years. Meanwhile, the new 
finance minister is contemplating struc- 
tural changes in the economy and look- 
ing for the means to carry them out. DB 
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argue against any further adjustment 
this year, and seek further discounting 
when the next year comes. In addition, 
the tribunal which sets wage awards has 


| rejected union claims for a general 3% 


levy on employers for portable pension 
schemes, as it will approve only volun- 
tary agreements industry-by-industry. 
Barring an even more drastic run on 
the dollar, it.is unlikely Hawke will 
make any further calls on the trade 


| unions, which is a powerful component 
| of his own Australian Labor Party. His 


next test of discipline is framing the 
1986-87 budget, due to be announced by 
Keating in mid-August. 

Having exacted spending and bor- 
rowing restraints from state govern- 
ments, Hawke now faces market expec- 
tations of a federal deficit restrained to- 
no more than last year’s 2.1% of GDP 
— around A$6 billion. Given the lower 
tax receipts from restrained wages, the 
fall in oil taxes and reduced activitv, 
this is becoming a harder task. Spending 
cuts of at least A$2 billion will be re- 
quired, and Hawke's ministers say they 
have already identified about A$1.7 bil- 
lion in cuts including grants to the 
states. 

A restrained deficit, along with union 
adherence to wage discounting, will 
ease reliance on tight monetary policy. 
However, interest rates will need to 
continue well above those of foreign- 
capital exporters until the trade picture 
improves. One steadying factor over the 
latest dollar crisis was a Salomon 
Brothers report pointing out that in- 
terest-rate differentials cushioned US 
investors against weakness in the Aus- 
tralian currency. 

Terms of trade, which fell by 14% in 
the year to March, are not improving. 
The Australian Wheat Board has 
warned that new US export subsidies 
will cut the value of wheat exports by 
25% OF ae million £ in bp d | 









When you're dealing in Australian 
dollars it makes sense to deal with 
an Australian bank. And then it 
makes even more sense to deal 
with Australia’s fastest-growing 
international bank. 


Australia’s fourth largest company 
National Australia Bank has assets 
in excess of $A35 billion and the 
skills and experience developed 
over 150 years of international 
banking. 


$A market makers, 24 hours a day 
in the world s major trading centres, 


Howto tayajump ue u 
in the $A 


market. 






National Australia Bank's team Tokyo John Shearer 
can provide a fast, competitive Telephone 270 8381/5 
service with up to the second Telex J34707 


quotes for all your $A currency 
and deposit requirements. 


Get together with National 
Australia Bank today and stay a 
jump ahead with the 
$A experts. 


Singapore Stan Prat 
Telephone 223 9888 
Telex 25630 


Hong Kong Bob Fotheringham 
Telephone 265 89] Telex 62261 


National 
Australia 


National Australia Bank Limited 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 

gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultura! landmarks. Each 


We give you Asia, 
minus the mystery, 
minus the myth: 
Asia‘ 

















Yearbook 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Please rush me copy/copies of the Asia 1986 Yearbook as 


f indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook {Soft Cover) 
Price: HK$170/US$23.95/£20/8$49.50/M$56.50 each 


No. of copies Cj by surface O byairmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/8$58.50/M$67 € 

No. of copies C] by surface C] by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Very lonely mdeed, if family and friends 
have been left behind. 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
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advertisement isn't asking for your money. 
Just for your compassion and understanding. 
To help, please contact the UNHCR Office 

in your country or a voluntary agency which 
is concerned with refugees. 


PO 
Y 
X 


us zs 





EXECUTIVE 


BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
a business decision. 

So we've arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out™ plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel. 


Bangkok 

Hong Kong 
Jakarta 

Kuala Lumpur 
Petaling Jaya 
Singapore 

| Taipei 

8 Tokyo 
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EBS Programme 

Hilton International Singapore 

581, Orchard Road, Singapore 0923. 
Please provide me with EBS brochure: 


Name: 
Company: 


Address: 


Tel. No.: 
FEER 7/10 


HILTON INTERNATIONAL 


THE 
REVIEW 
OF 
ADVERTISERS 
1985 


The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to 
shipping, industry, and many 
many more from over 550 of 
the world's leading com- 
panies. 


With an average of 50 pages 
of advertising per issue and a 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 


The Review's "Review of 
Advertisers 1985” contains a 
sample of every campaign 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 


Hong Kong 











e IF you have the benefit of a strong 
constitution and a pair of rubber gloves, 
you may want to pick up for a few mo- 
ments: the 1985 accounts published on 
29 jühe by Ka Wah Bank, the Hong- 
" keng'company formerly controlled by 
the Low family and now a subsidiary of 
the CHina International Trust and In- 
vestment Corp. (Citic). 

. "TWé'accounts, released one day be- 
fote! thé statutory deadline, show that 
Ka Wah lost HK$541 million (US$69.4 
milió in 1985 after provisions of 
HK$412 million on a HK$4.5 billion 
- loá “portfolio. Shareholders’ funds 
swung from a purported HK$515 mil- 
lion‘sutplus at end-1984 to a HK$18.7 
million deficit at end-1985. Cash in hand 
fell frsiti HK$1.1 billion to HK$160 mil- 
lion. Ka Wah was, at balance-sheet 
date, completely and irredeemably 
bust. It could be sold to Citic only with 
the intervention of the Hongkong Gov- 
ernment, which agreed to guarantee the 
bank's outstanding loans. 

Hanging from Ka Wah's accounts is 
a tail which ought now to wag the dog: a 
report to shareholders from auditors 
Touche Ross, pointing up some awk- 
ward shortcomings in the previous man- 
agement of the bank, and a hint of how 
dearly the guarantee to Citic may come 
to cost the Hongkong public. - 

Touche Ross' audit team says it is "of 

the opinion that a major portion of the 
lending portfolio will not be collected 
from customers." It is talking, not of the 
lending portfolio prior to the HK$412 
million provisions, but of the HK$4 bil- 
lion of loans and receivables which re- 
mains afterwards. How much is a 
“major” portion of HK$4 billion? A 
half? A quarter? Touche Ross declines 
to say. On the reasonable assumption 
that “major” describes an amount 
somewhere between 25-50%, the 
Hongkong Government has, without 
prior consultation or subsequent expla- 
nation, placed public funds of the order 
of HK$] -2 billion on the line. 

Touche Ross also has one or two in- 
teresting things to say about Ka Wah's 
management accounts. It says that 
“books and records have not been prop- 
erly maintained at certain times and did 
not properly depict and explain all of 
the company's actions." In particular, 
HK$88 million of liabilities relating to 
letters of guarantee “had not been re- 

corded in the books of account"; and 

"for certain lending transactions, the 
execution and registration of securities 
for loans were not necessarily i in accord- 
ance with management's loan authori- 
sations.” 

Even assuming — a wild and improb- 
able hostage to fortune — that all the 
rubbish safen into Ka Wah's books 








during the twilight of the. Low regime 
has now spilled over into public view, 

and that the situation is no better and no 
worse than the 1985 accounts süggest, 

what hyperbolic madness moved so 
many senior bankers and government 
officials to throw themselves into the 
public defence of this shoddy institution 
during its final agonies? Their short- 
term gain was to postpone Ka Wah’s 
day of reckoning. Their long-term loss 
of credibility has been so complete that 
any bank praised by government today 
for its prudence and liquidity would do 
well to brace itself for an immediate run 
on its inter-bank deposits. 

€ POOR Citic, which never wanted Ka 
Wah in the first place, is trying even now 
to keep it at a respectable distance. Citic 
says it will not guarantee a US$50 mil- 
lion proposed CD issue for its new sub- 
sidiary, but will merely provide 45 days’ 

notice for redemption should it cede 
control of the bank during the life of the 


issue. Other bankers say “no,” by which: 
they mean “more interest, please.” 


A solution. Why not sell the issue to 


the following syndicate of institutions: 


East Asia Warburg (lead manager); 
Amro; Fonseca and Burnay; CIBC; Sin 
Hua, Nanyang Commercial? Given that 
they were happy to buy a HK$100 mil- 
lion CD issue made by Ka Wah Interna- 
tional Merchant Finance on 14 
November 1985, six weeks before the 
balance-sheet date at which the parent 
bank stood bust, they should seize this 
chance of averaging: up the quality of 
their exposure. Or why not offer it to 


the admirers of Ka Wah quoted below? 


è "(ROBERT Fell, banking commis- 
sioner) said that Ka Wah was the target 
of rumours and that ‘there is nọ man- 
agement problem at 
the bank.’ He said 
there was no need for 
the government .to 
step in, as 'under the 


mercial 
take care of them- 
selves’.” ^ —- South 
China Morning Post, 
18 June 1985. 

"(Sir David Akers- 
Jones, chief secret- 
ary) dismissed any 
suggestion that the 
Bank of China's un- 
precedented action 
[to provide a HKS$1 billion credit 
line jointly with the Hongkong and 
Shanghai Banking Corp. to Ka Wah] 
was prompted by political considera- 
tions . Rather, he said, it denotes 
'a further strengthening of the bank- 
ing industry in Hongkong and a 
strengthening. of Hongkong's ties with 


C. S. Low: rumours. 


existing system com- 
banks can- 


Would you buy a used Ka Wah? 


z 
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zero, and a note to the effect that a “sub 


sion fund. 




























































€ bina." 7 “$C MP, 19 June 19 
- Asked: about the reason behind t 
Bank of China and Hongkong Ban 
emergency crédit line to Ka Wah Ba 
‘on Monday, (Douglas Blye, former sec 
retary for.monetary affairs) said ‘the 
rumours were completely unfounded 
but Ka Wah thought there could b 
problems when it opened this morning: 
| something was not done. It wanted th 
public to see there was strong suppor 
and that it was in a good position. Hope 
fully, this will quell the rumours'.". 
SCMP, 19 June 1985. : 
@ ANOTHER set of rotten and riddled 
bank accounts has emerged in recer 
days from Wing On Bank (WOB), d 
tailing a HK$282 million attributabl 
loss for 1985, a resultant net worth o 


stantial" portion of HK$275 million in. 
loan provisions covers accounts "whic 
may be related" to the late Albei 
Kwok, who was the bank's chief man 
ager. Provision is also required for a 
unusual device which padded out 
WOB's previous published profits: a 
HK$37 million shortfall in the staff per 


Rank though WOB's accounts ma 
be, they do at least have the merit 
cheapness. The bank secured not ons 
but two, big-name audit firms (Pric 
Waterhouse and Peat Marwick Mitct 
ell), to put their names to the 1985 a 
counts for a total fee of HK$327,403 - 
less than the HK$351,000 charged for 
the 1984 audit by Price Waterhouse 
alone. No such lück at Union Ban 
where Coopers and Lybrand's audit fe 
rose by half, from HK$760,000 *to 
HKS$1.14 million; or at Ka Wah, wher 
Touche Ross more than doubled its tak 
from HK$500,000 to HK$1.1 million 

Presumably there is logic somewhei 
in this fee system. But it is unfortuna 
that some auditors should appear to b 
ae from the tu at ees: i 


gm back Chon he ‘Sank bon a new prises 
holder, Modern Concepts, controlle 
by the Peking-owned China Merchan 
Steam Navigation Co. (CMSN). Wi 
an estimated US$1 billion in assets 
strong foreign-exchange cashflow, an 
diverse marine and industrial interest 
CMSN is a useful parent for a sh 
bank. But Union needs new, stron 
management, and CMSN lacks prove 
banking ‘expertise. Perhaps Mod 
Concepts’ 32% minority sharehold 
duty-free shopping chain owner Sea 
International, will be expected to hi 
it also runs a local deposit-taking com 
pany, Search Asia Finance, which 
being backed into Union in excha 
for new shares. Gently does it, Piet 

















uo Fy 











mud ces Y 7 EDEXZDEEZIXZI 


— UL — 


— "I 


ECONOMIC RELATIONS - 


Eee 


<e. TRANS JR. 
ET UE I LS 7 .- 


Preventive medicine 


A US-Hongkong trade pact seeks to avert even tougher curbs 


By Nayan Chanda in Washington 


W ith the signing of a restrictive tex- 
tile agreement with Hongkong on 
30 June, the Reagan administration has 
won the first round in its attempt to get a 
tougher new Multi-Fibre Arrangement 
(MFA), and ward off challenges from 
a protectionist congress. Whether 
Reagan will be able to block the passage 
of punitive legislation, however, de- 
pends not only on the outcome of the 
latest MFA round, but also on the US 
export performance in the months lead- 
ing up to the November congressional 


elections. 


One of the first challenges facing the 
administration will come on 6 August, 
when the supporters of the Textile and 
Apparel Trading Act (known by the 
name of its orginal sponsor, Democratic 
Rep. Ed Jenkins) will try to muster 
enough votes to override President 
Reagan's veto. (In December, Reagan 
vetoed the bill which called for reduc- 
tion of textile and apparel imports from 
a dozen suppliers by up to 40%.) While 
the bill did not have the two-thirds 
majority needed to turn the veto over, 
the August deadline for a new attempt 
was announced to force the administra- 
tion to take a tougher line in the next 
MFA round. 

The fact that pressure for a more re- 
strictive MFA is in direct conflict with 
the US effort to fight global protec- 
tionism by a new Gatt round does not 
seem to bother either congress or the 
administration. Reagan's failure to re- 
duce a burgeoning trade deficit and un- 
Ck — combined with industry 

voter pressures — have com- 
bined to push congress to call for 
protectionist legislation, the latest 
example of which was an omnibus trade 


bill passed by the House of Representa- 
tives. 

The administration has been trying 
to curb these moves with a combination 
of preventive protectionism of its own, 
and monetary and market-opening in- 
itiatives. Especially with the congres- 
sional elections looming over the hori- 
zon — when Republican control of the 
senate could be challenged (the House 
is already under Democratic control 
and likely to stay that way) — the 
Reagan administration is under addi- 
tional pressure to show itself to be a 
staunch defender of US trade in- 
terests. 

The US textile and apparel industry 
employs about 10% of the total man- 
ufacturing workforce and produces 
about 6% of US manufacturing out- 

ut. 

But its influence — as evidenced by the 
protection offered it by successive US 
administrations — has been dispropor- 
tionately high. While rejecting the dras- 
tic action proposed by the Jenkins Bill, 
the Reagan administration has sought 
to meet the industry's demands through 
new bilateral textile agreements prior to 
a new MFA. 


A first resisting US pressure 
to freeze its textile exports at 1985 
levels, Hongkong finally caved in and 
became the first of the big three textile 
exporters to accept new harsh restric- 
tions. “With the Hongkong agreement 
under our belt, we can certainly look 
forward to similar agreements with 
Taiwan and South Korea before the cru- 
cial MFA round," predicted one US of- 
ficial. Washington hopes that series of 
agreements with its key partners will en- 


Textile ties that bind 


Both sides appear to be happy with a new EEC-Asean accord 


By Shada Islam in Brussels 


l gnoring the increasingly loud calls for 
€ caution and protection by Community 
producers, EEC textile negotiators 
have concluded what they describe as 
"very satisfactory and very generous" 
new  bilateral-restraint agreements 
limiting the sale of Asean textiles 
in Europe until the end of 1991. The 
pacts will be formalised once the 
wider-ranging new Multi-Fibre Ar- 
rangement (MFA) comes into force in 
August. 

Asean textile experts acknowledge 


74 


that the new bilateral agreements are 
“definitely much fairer” than the more 
restrictive deals they were forced to ac- 
cept four years ago. “The EEC’s 
negotiating stance is more liberal this 
time around," remarked one Asean of- 
ficial. *That is why we were able to wrap 
up our discussions within a week." 

In keeping with their avowed aim of 
reducing the number of quotas included 
in the new bilateral agreements, EEC 
textile experts have removed quantita- 
tive restrictions from at least 10 





able it to obtain a more restrictive inter- 
national arrangemént under the MFA, 
and prevent the House from overriding 
the presidential veto of the Jenkins 
Bill. 

Under the new agreement the US 
has not only imposed ceilings on Hong- 
kong's total textile exports to the US (in 
both MFA and non-MFA categories) 
but has also added new fibres — silk, 
ramie, linen and jute — to the restricted 
categories. In the past, while the ex- 
ports of some categories were Strictly 
controlled, there was flexibility'in other 
groups. That fact enabled Hongkong to 
increase textile and apparel exports by 
an average of 1275' annually between 
1980 and 1985. But with the new Ceiling 
on all Hongkong apparel and textile 
products except silk, which allows for 
average annual growth of a bare’ 1976 
through 1991, the US has tightened ac- 
cess to its markets even further. 

(The new agreement takes effect re- 
troactively from 1 January and runs 
until the end of 1991. It establishes three 
main categories of goods — cotton, 
wool and man-made Vg 7 Subs divid- 


Eo SD 
Yeutter: stop surging. 


categories of non-sensitive items (such 
as dresses and undergarments) ex- 
ported by Asean. Quotas for these 
categories were consistently under- 
utilised during the last MFA, but EEC 
officials warn that any sudden increases 
in exports will be tackled through the 
immediate application of the much- 
detested “anti-surge clause.” This 
mechanism has been included in the new 
agreements despite Asean protests. 
Quotas have been maintained, how- 
ever, for the more sensitive products 
such as T-shirts, trousers and shirts. 
While these quotas may appear restric- 
tive at first glance, Third World textile 
producers admit that they provide more 
security than the uncertainty caused 
by application of the anti-surge 
mechanism. The need for such market- 
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items. . ‘ramie products will be 
subject to quota restrictions for the first 
time, though blends containing a high 
proportion of the materials will still be 
exempt.) 

, "It's a very tight agreement, but the 
best we could get in. light of the rigid 
stance of the United. States, reflecting 
strong protectionism,”  Hongkong's 
chief textile negotiator Hamish Mac- 
leod said. US officials expressed satis- 
faction, at their success. “It is a critically 
important agreement," US Trade Rep- 
resentative Clayton Yeutter said. add- 
ing that. rit IC pond ina decisive, com- 
textile aai, from surging as they 
have.in recent years.” 

Despite satisfaction at the of- 
ficial. level, the US textile industry has 
denounced the agreement as."outrage- 
ous.” -The American Textile Manufac- 
turers’ Institute charged that the agree- 
ment “compounds the import problem 
. <. by guaranteeing that a major supplier 
can: continue to take more American 
jobs." The Sanus) charges that since 


AANA Nee 


cess guarantees is all the greater now 
hat such major textile producers as 
Portugal and Spain (not to mention 
‘rance, Italy and Greece) — which are 
salso known for protectionist tendencies 
mem are in the EEC camp. 


"e EEC has also agreed to higher 
, M annual growth rates — about 1-2% 
igher than in the previous agreements 
- for most Asean textile exports. In- 
onesia has been given the largest an- 
ual increase of 6%, in recognition of its 
atus as a new textile producer. 
. . The new pacts also provide for more 
d lexibility in the transfer of unutilised 
isean quotas from one EEC market to 
another. Asean countries unable to use 
ir full quota in one EEC country 
| now be able to transfer up to 5% 













and non-garment : 














































































1980, ome 300, ,000 American jobs have 
been lost due to the wave of textile im- 
ports. And it says that if the trend 
persists, 900,000 pss could bé lost by 
1990. 


Tq n analysts say ; that such 
reactions from the industry are in- 
evitable as part of the lobbying effort to 
get congress to override the Reagan 
veto in August. To admitto even minor 
satisfaction with the agreement ieould 
affect the fence-sitters, whose vote is. 
crucial to-gaining the two-thirds major- 
ity. However, congressional sources == 
including those who supported the Jen- 
kins Bill — praised the Hongkong 
agreement as a “step in the right direc- 
tion." Most analysts believe that i£ the 
next MFA reflects the trend set by this 
agreement, it will take the wind out of 
the sails of the Jenkins Bill. Á 

A Senate trade specialist, however, 
warned that "even if the sponsors of the 
Jenkins Bill fail to muster enough votes 
for the veto override, the pressure won t 
just go away. I am certain some new 
textile amendment would be attach- 


of their exports to another member 
state. 

Similarly, Asean states will be able 
to swap up to 10% of their individual 
quotas if any one member of their group 
finds itself unable to use up its entire 
quota. 

The new deal worked out with Asean 
has already provoked the ire of French 
textile producers, who say they are par- 
ticularly worried at the special treat- 
ment accorded to Singapore. EEC offi- 
cials insist. that unlike other Third 
World countries, Singapore has a “free 
market," for. which it should. be re- 
warded. As such, their decision to give 
Singapore (which has in any case re- 
duced its textile exports to the EEC) 
higher annual growth rates than in the 
‘past are justified, they claim. 


 eonsiderably higher than: the year-ear- 
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to penalise countries running huge tr 


for passage of à Senate trade bill seeking. 


surpluses with the U s. The frustratior | 
40% dip ob thé. value of the doll r 
against the yen since: ‘September, andan 
estimated 10% «decline: in the tradë- 
weighted index ofthe dollar with the- 
US' other major trading partners, there 
is little sign the gap is narrowing. ° 
. In the first quarter, the trade deficit 
was US$33.6 billion — a slight improve- 
ment over the previous quarter, but 





lier figure of US$26 billion. Even with. 
an expected levelling off.the gap is ex- 
pected to hit-US$135 billion this year, 
against US$117 billion last year. Most. 
economists do not expect any significant 
effects from the dollar's depreciation on. 
i trade figures for at least another. 

ear. And the fact that many of the US' 
~ trading partners (Canada, South. 
Korea and Taiwan) have let their cur 
rencies fall with the dollar make it even. 
harder for the SEPTER EDR to have ani 
impact. | : 

Japanese exporters have absorbed 
the losses due to the currency realign- 
ment, without slackening their effortsám 
the US. Greed for immediate profit in. 
the US car industry — which has raised: 
prices rather than. seeking to increase 
market share — has also helped Japan. 
Projections of US-Japan trade put the. 
US bilateral deficit this year at US$60. 
billion, compared to US$49.8 pihan 
last year. 

Ás the congressional elections. near, | 
and the trade figures refuse to show any 
signs of US export recovery, the stage 


in 1985, but actual passage of trade bills. 
raising further barriers to the US mar- 
ket. There could be tougher sanctions 
against unfair trade practices, anti- 
dumping penalties and countervailing 
duties and surcharges. | ^L 


. The. Community's bilateral negotia- 
tions are being conducted | against a 
backdrop of increasingly — virulent 
threats from EEC textile producers fo 
a review of what they describe as the 
Community's excessively liberal textile 
policy. *Our situation today is much 
worse than when the EEC Commission 
got its mandate for negotiating a liberal 
MFA and more flexible bilaterals, 
commented a spokesman at the Con- 
federation | of EEC. (ODE: i neur 













about 23 bilateral agreements with its 
main textile suppliers. Negotiations 
begin on 7. July with Hongkong. fol- 
lowed by talks with Pakistan. No date 
has been- set as yet for: tortis with 
India. | 
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Field day for the bulls 


Singapore's market soars but there are still bears around 


By Nigel Holloway in Singapore 


S ingapore and Malaysian stocks have 
w enjoyed their strongest and sharpest 
rally for two years in what many brokers 
and investors regard as a decisive break 
from the share slump caused by the re- 
cession and the collapse of Pan-Electric 
Industries. The Straits Times Industrial 
Index closed at 745.89 on 1 July, 32% 
higher than its lowest recent level at the 
end of April, but still 35 points below its 
value in early November when the Pan- 
El affair first surfaced. 

Share prices were marked down dur- 
ing the final week of June in the first 
wave of profit-taking since the rally 
began, but participants do not expect 
prices to return to the levels of three 
months ago. Although the economy re- 
mains depressed, Singapore business 
may be over the worst and punters are 
predicting a recovery in corporate earn- 
ings this year. Malaysian stocks, which 
are more sensitive to changes in com- 
modity prices, are not expected to show 
sustained improvements until there are 


signals that prices of oil, rubber and 
. palm oil may be on the way up again. 


The more cautious investors are wor- 
ried that the bulls are prematurely pre- 
dicting a recovery. The historic price/ 
earnings ratio of the constituents of the 
Straits Times Industrial Index is cur- 
rently 30, extraordinarily high at this 
stage of the recovery. When the index 


pr in June 1981, the p/e was 26.6. 


ven at its all-time high in February 
1984, the ratio was 33.9. But the most 
optimistic forecasters are not expecting 
the sort of earnings recovery this year 


tional investment in Sin- 


that would lower the ratio below 25. 

The Singapore stockmarket, as a sec- 
ond-league bourse, has always suffered 
from illiquidity: when the market is 
moving up there is a shortage of scrip of 
the requisite range and quality to satisfy 
investors and when it falls, buyers disap- 
pear. The current recovery, from the 
viewpoint of supply, is scarcely different 
from previous recoveries, but the pat- 
tern of demand has altered significantly. 
The range and size of international in- 
vestors has grown worldwide and Singa- 
pore/Malaysia, as an open market, has 
not been insulated from this expansion. 

Even within Singapore, corporate 
investment is a much bigger factor now 
than in previous stockmarket rallies. 
The government-backed Central Provi- 
dent Fund (CPF) con- 
tinues to cream off the 
lion's share of national 
savings, but non-CPF 
fund management has 
grown to the point where 
it is possible to talk about 
sizeable domestic institu- 


gapore. 

Perhaps the biggest 
single impulse behind 
the current rally has been 
the change in sentiment 
towards local stocks 
by foreign institutions. 
Some of the large, estab- 
lished overseas invest- 
ment houses have been 
buying steadily since the 
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Singapore and Küala Lumpur market: 
reopened on 5 December last year aftei 
their three-day closure. At least twc 
foreign institutions, one of them basec 
in Hongkong, have placed extremely 
large buying orders in the market in the 
past month. One of the pair is said tc 
have asked brokers to buy any scrip they 
can lay their hands on. 

One underlying factor causing the 
recent rally is the growth of so-callec 
Erisa funds — US pension funds which 
are heavily biased towards high. per- 
formance. InterSec Research, a US 
securities analyst, reckons that total 
outstanding investments of these funds 
overseas grew by US$12 billiondast year 
to US$27 billion. A number of: these 
funds are said to have increased their 
exposure to the Singapore and. Malay- 
sian market, which had hitherto been 
small in relation to its weightingin terms 
of the total market capitalisation.of all 
major bourses outside the US. 

According to Morgan Stanley Capi- 
tal International, the Singapore/Malay- 
sia market capitalisation at the end of 
May totalled US$25 billion, just under 








A Malaysian conglomerate admits making a bad investment 


By Nick Seaward in Kuala Lumpur 


i n what was by all accounts a masterful 
display of the art of frank speaking — 
and of eating large slices of humble pie 
— Multi-Purpose Holdings (MPH) exe- 


-cutive chairman Datuk Lee San Choon 
managed to survive a sustained share- 


holders' attack on the board's perform- 
ance during MPH's annual general 
meeting on 30 June. Furthermore, it 
seems that a plea by Lee for sharehold- 
ers to “trust the board of directors to 
continue to protect the interests of the 
company and shareholders" has been 


' answered, pending a reorganisation. 


Lee deflected much of the criticism 
by coming straight out in acknowledg- 
ing that MPH's disastrous M$192 mil- 


lion (US$73 million) loss last year was 
the fault of the board for having in- 
vested in a shipping company in 1983. 
“We have to admit that the shipping in- 
vestment was a mistake . . . and the 
board is collectively responsible for 
that," Lee was reported to have said. 
Even more remarkable was the fact 
that five directors — including Datuk 
Oon Seng Lee, chairman of MPH's 
largest shareholder, Koperatis Ser- 
baguna Malaysia, and MPH's managing 
director (administration) Datuk Choo 
Cheng Hwa — were re-elected despite 
the daunting news from Lee at the same 
meeting that MPH is unlikely to achieve 
a better result this year than the 


M$23.76 million pre-tax loss of 1985- 

Lee did offer one crumb of comfort 
however, when he said it would be un 
necessary for the group to make such 
large write-downs and provisions in the 
future. He told shareholders that the 
M$131.2 million extraordinary loss suf 
fered by MPH's shipping operation 
had stemmed from the board's decisiom 
not to “prolong the agony” and to writ: 
down the value of the M$300 million ine 
vestment in *one go." Lee added tham 
MPH had made provisions for a furthe- 
M$20 million write-down in the value om 
the MPH-controlled fleet this year bum 
that the likelihood of this being neede«- 
was “slim.” 


loser examination of the 1985 ae 

counts indicate, however, that n« 
all the ships have been written down to 
realistic market value. In particulawe 
there is a ship listed in the accoun% 
under “long-term receivable” whic 
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urope, East Asia and 
Aust n a US$100 million 
shift in. Erisa funds' portfolios into 
Singapore and Malaysian stocks will 
have a marked effect on such a small 


local exchange. 

B rokers report substantial buying on 
the part of European funds, as well 

as those basedin Hongkong and the US, 


with more cautious interest from the Ja- | 
‘The decision in recent weeks by | 


| panesé.! 
two Japanese manufacturers, Minebea 
and Ajinomoto, to set up investment 
firms in Singapore has aided bullish sen- 
timent. Suntec Investments, a new local 
fund backed by a consortium of Hong- 
kong investors, is said to have been ac- 
tive, though less so than First City Hold- 
ings. "ahóther recently established. vehi- 
cle under the tutelage of Tan Sri Khoo 


Teck Pyat, a prominent Singapore eñ- | 


trépreneur. | 
. First City is small in relation to the 


investment departments ‘of the large | 


local companies and statutory boards, 
According to the monthly Singapore 
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was sold in 1984 for M$51.13 million to a 
leasing company and which MPH has 
agreed to repurchase in 1993 for the 
same amount. One of the terms of the 
deal was that the leasing company held 
back M$17.2 million of its purchase 
price in escrow as security for MPH's 


performance of the 1993 buy-back 
agreement, But the ship — which is be- 
lieved to be a 42,000-dwt bulk carrier 
built in 1982 — is now reckoned to be 
worth only around M$4 million, making 
it unlikely that the repurchase will go 
through and that the money in escrow 
will be returned to MPH. 

Similarly, the accounts reveal that 
some ships are still being listed in the 
fixed assets at cost rather than the re- 
vised scrap-market value that several 
statements emanating from the MPH 
‘board have led shareholders to believe 
had been applied to the entire fleet. A 
total of M$36.9 million is included 
"af cost," and is believed to refer to 
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_A TALE OF TWO MARKETS 



















Business, the 10 top earners among 
povernment enter ; 
elecommunications Authority of Singa- 


qud made net profits of more than. | | < 
$$2.5 billion (US$1.1 billion) in the most 1- 


recent financial year ending in 1985. 

A significant part of this surplus was 
added to reserves, which, in the case of 
seven statutory boards (including the 
port aurthority, the utilities monopoly 
and the Urban Redevelopment Author- 
ity), amounted to S$7.8 billion at the 
time their accounts were published last 
year. Of this, 4096 was in the form of 
cash and bank deposits. Brokers report 
that sizeable sums were being invested 


| by these concerns in the stockmarket 
| during the past three months. 


The trigger for all this buying in- 


| terest appears to have been the govern- 


ment's decision to allow Singaporeans 
to use up to 20% of their investible CPF 
accounts to buy stocks, unit trusts and 


| gold, as from 1 May. This move was the 


catalyst for a change in sentiment, but 
little else: only S$25.2 million of the 
$$2.3 billion available was used for such 
investment in the first month. Instead, 
it drew attention to the 
71 stocks “approved” by 
the government for in- 
vestment, and of these 
only two-thirds are fre- 
quently traded. The 
biggest gainers in the 
market as a whole are 
companies officially list- 
ed as trustee stocks and 
therefore eligible for 
CPF investment. Juron 
Cement has risen 14495 
since the beginning of 
May and retailers like 
isetan and Metro Hold- 
ings have more than dou- 
bled in price. The big 
four banks have gained 
. 25-42%. 





four Malaysian-registered ships owned 
by the subsidiary Multi-Purpose Ship- 
ping Corp. These four vessels are esti- 
mated by industry sources to be worth a 
total of M$4 million. 

The REviEW understands that at 
least one more ship in the MPH-owned 
fleet has been included in the accounts 
at above market value, but just taking 
the above examples, it appears that 
MPH may suffer additional, extraordin- 
ary losses of more than M$50 million. 

One other point which seems worth 
mentioning is that MPH, at the com- 


pany level, has made provision for 


| 
1 
| 
| 
| 
| 


M$100.34 million in loans to its shippin 
subsidiaries. However, nearly half that 
sum was lent to its 80% subsidiary, 
Promptship Holdings Inc., as recently 
as the last week of October 1985, when 
US$20 million of a US$41 million re- 
volving underwriting facility raised by 
MPH was channelled straight into the 
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prises (such as the |. 








ailing shipping company. ` u | 
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By Jose Galangin Manila : 
f" pening the shareholders’ meeting 





- Bank (UCPB) — the Philippines’ fifth 
largest commercial bank — on 30 June, 


. it would be an "exciting" Occasion. It 
< was, Enrile (who is better known as de- 
: fence minister) resigned the chairman- 
: Ship, and Danilo Ursua quit as presi- 
: dent. This paved the way for a govern- 
ment takeover of the UCPB board, via 
the Presidential Commission on Good 
: Government (PCGG). 


;: management by the PCGG — formed 
. by. President Corazon Aquino shortly 
. after assuming office to hunt down illicit 
holdings of former president Ferdinand 
Marcos and his cronies — came by way 


specifically granting the commission the 
. power to vote any shares in corpora- 
` tions that it may sequester. - 

. The PGGG maintained that it had to 
seize the UCPB shares — representing 


— to determine the ownership of the 
bank, The PCGG also will determine 
how much of the funds used in the bank 
was tax money (from a levy on coconut 
products). The PCGG contends that 
people representing shareholders — 
supposedly mostly the nation's coconut 
farmers — are neither government ap- 
pointed nor-coconut farmers, PCGG 
Commissioner Raul Daza explained to 
a heckling audience at the stockholders’ 
meeting. 

“Among '"the"UCPB shares segues- 
tered were those of former bank chair- 
man and close. Marcos associate 
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"The government takes > control ofa leading Philippine bank . 


of the United Coconut Planters 


board, chairman J uan Ponce Enrile said 


Clearance for the takeover of UCPB- 
: of an Aquino memorandum on 26 June. 


94.6% of 747 million shares outstanding 


UCPB declarations, 


Net % rane | % change MAY 


+26.8 












Eduardo = Cojuangco (representing 
17.7% of total outstanding) and those of 
Cojuangco protégés Ursua (5.03%), 
Jesus Pineda. (5.0796) and Narciso 
Pineda (5.02% ). Ursua had earlier been 
quoted by PCGG commissioners as 


having admitted in a closed-door meet- 


ing that he had fronted for Marcos in 
UCPB. However, he explained later 
that what he actually did was to endorse 


-in blank all his shares to Cojuangco in 


exchange for guaranteeing a loan that 
he incurred to buy the UCPB shares. 
Ursua also said he was aware at the time 
that-Cojuangco was planning to assign 
some UCPB shares to Marcos, but that 
he did not know whether that plan was 
pursued. 

. Also among the corporate stockhol- 
ders. of UCPB is Jaka Investments 
Corp., which at the time of the UCPB 
establishment was owned 75% by En- 
rile and his wife. Enrile had publicly de- 
clared that he personally owned only 
sufficient shares in the bank to qualify 
for a seat on the board. 

The PCGG has so far sequestered 
several billion pesos worth of shares in 
some 200 corporations, including those 
in major enterprises San Miguel Corp., 
Philippine Long Distance Telephone 
Co., Oriental Petroleum and Minerals 
Corp., and UCPB. All the sequestered 
shares are owned (or suspected to be) 
by Marcos, his relatives or associates. 
But in the case of UCPB, the PCGG 
sequestered not only shares of 


Cojuangco and some of his protégés but 


also those owned, at least according to 
by the nation’s 
coconut farmers. | 
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COMPANY RESULTS 


£907m 
.(US$1.4b) 







*1.56t- 
(US$9.4b) 







A$947m 
(US$635.6m) 







'8$257.4m 
(US$117.3m) 







| S$22.8m 
(US$10.4m) 





| Strong growth from beverage and poultry interests boost 
earnings and offset nereasad interest a a and SNPE 
depreciation. i 


Results were affected by higher tax rate at group leves 
as associated companies were unable to use previous: 
year's tax losses as fully as before. : 


Company expects better results in second halt in light of e 
from loss-making US valve-manufacturing subsidiary, ar 
growingorderbooks. —— 





ment. Until. February, the 
UCPB president was Cojuangco, who 


accompanied the deposed leader when 


he fled to Hawaii: at the height of the 
revolution mar brought nisl. to 
power. | 

| UCPB, an an brainchild, wasi in- 
tended originally to help the: country's 
nearly 1.4 milion coconut farmers fi- 
nance the switch to a new variety ol 
coconut trees: Farmers had: been 
clamouring for grants from thiecoconut- 
levy proceeds; and Enrile 'suggestec 
that a bank be set upto extendisaft loan: 
to the farmers and prevent ardissipa- 
tion of the levy pices ae nus. dole 
outs. che N] 

-© In July 1975, Marcos kaan 
authorising the state regulatory: body 
Philippine Coconut Authority: (PCA) 
to invest in such a financial institution 
The PCA, drawing on the coconut-lev: 
fund, paid P28.88 million (US$1.4 mil. 
lion) to acquire 72.2% of the First Unit. 
ed Bank (FUB), then a small bank 
owned by members. of the Cojuangcc 
family (to which Aquino belongs also) 
FUB was later to be renamed UCPB. 


* 


C oconut farmers are listed as owning 
59.75% of UCPB. However, 
PCGG Commissioner Ramon Diaz 
said that the commission had received 
information that up to 80% of the 1.4 
million coconut farmers have sold theis 
shares, mostly to the Philippine Coconut 
Producers Federation (Cocofed), a 39+ 
year-old association formed originally 
by big coconut planters. Now the gov: 
ernment-recognised representative o: 
coconut farmers nationwide, Cocofed. 
is headed by Zamboanga planter Maris 
Clara Lobregat — who was one of thé 
UCPB directors unseated by the 


PCGG. 


The PCGG investigation into UCPB'- 
affairs will include the bank's use oë 
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dollar and slower US economic growth. 
































focoumed for some 80% of total milling 
capacity in the country. UCPB financ- 
ing also helped San Miguel's former 
head, Andres Soriano, in fending off 
cousin Enrique Zobel's attempt to wrest 
control of the beer-and-food enterprise 
in 1983. When Soriano died in March 
1984; '€ojuangco gained control, from 
which Soriano's son Andres III recently 
tried to extricate the company. A set of 
financial transactions towards that goal 
attracted: PCGG attention, resulting in 
sequestration of a major block of stock 
in San Miguel. 
‘At the UCPB stockholders’ meeting, 
Enrile said his resignation should give 
the PCGG a free hand in its investiga- 
‘tion. Hib resignation was a result of 
marathon: meetings that started on 27 
June, shortly after Aquino vested the 
new powers in the commission. Enrile 
told the shareholders resisting the 
.PCGG action that he was not, as UCPB 
ichairman, in a position to question the 
validity of such a move. “The chair rec- 
aognises the PCGG presentation regard- 
Mess of the chairman’ s pe rsonal observa- 






Be 


Son cabinet on | major gita mat- 
aters. 
- The PCGG asked Enrile to nomi- 
mate five of the 15 members of the 
CPB board, while the PCGG appro- 
riated 10 seats for its nominees. Just be- 
fore the elections, however, the PCGG 
and officials of the bank and Cocofed 
held a closed-door meeting to finalise 
Mhe slate. The PCGG offered the 
mCocofed five of the 10 seats that the 
acommission was claiming. Lobregat, 
Meaving the meeting, informed the 
BcOconut farmers present that “the 
CGG wants us to nominate five, who 














ae rra pair Ee AE Cte A PA LANA ATOR 


Ermen o o »posed t the proposal z 
- None of je PCGG-nominated di- 


rectors had worked at UCPB' before. | refu 
Hpwever, the new chairman, Ramon | cer : 
favour of the UCPB management group — 


Siy, is former general manager of Bank 
of America's Manila branch and Asian 
Division. There. are also at least three 
former bankers in the group: Diosdado 
Salvador, Victor Barrios and Enrique 
Herbosa. Others elected were:. Oscar 


Santos (current PCA chairman), 
Charles Avila, Filemon Fernandez, 
Manuel Concordia, "Simeon 


Datumanong, Juan Carlos, Teodoro 
Locsin, Sunday Lavin, Antonio Gatus- 
lao, Antonio Picaso and Renato Unico... 


Fo the coconut farmers at the meet- 
ing it was a first-ever participation 
in a corporate event, But they were dis- 
appointed in failing to vote after travel- 
ling from the provinces — some claim 
they came to the UCPB meeting on 
their own, though it was obvious that 
most of the farmers were bused in by the 
Cocofed. The sequestration of the farm- 
ers’ shares was announced officially 
only durin ng the meeting, though news- 
papers had been speculating on it. 

It was obvious, too, that many of the 
farmers came to the meeting prepared 
to oppose the PCGG move. PCGG 
commissioners who tried to explain that 
reports that the commission would gain 
ownership of the sequestered shares 
was "a misperception" were jeered at — 
in some instances on cue from Cocofed 
officials who acted as “jeerleaders.” 
Lobregat led a farmers’ walk-out just 
before the election. 

The farmers themselves appeared di- 
vided over the PCGG move. Some 
farmers, while welcoming a change in 
UCPB management, were critical of the 
“absence of true cotonut farmers 
among the new directors.” One Min- 
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| heard, i in the past t UCPB officers would 


during the boycott period. UCPB's 


the farmers their stock: 





^ss.4 proxy assignment in 


was executed. 

Ursua, in announcing his resigna- 
tion, said that recent accusations about 
bank operations and bank officers had - 
"caused a certain degree of instability" | 
in the bank. Asked to explain later, he 
told the REVIEW that the boycott call 
made by Aquino on 16 February (dur- 
ing. an indignation rally to protest 
against massive fraud in the 7 Februar M 
polls) against the UCPB (along wit 
other state-controlled banks and estab- 
lishments controlled by groups iden- 
tified with Marcos) led to serious prob- 
lems. However, he said the bank has re- 
covered *most of the deposits that were 
withdrawn" from the bank during the 
boycott (which was lifted by the Aquino 
group after Marcos' departure). 

UCPB records show that total depo- 
sits declined by 17.8% to P7.74 billion 
in the period from end-December 1985 
to end-March 1986. Total assets fell by 

4.9% to P 13.2 billion. Banking sources 
say that UCPB niay have received ac- 
commodations from the central bank 


books reflected an 87% increase (of 
P470 million) in dues from the central 
bank, accompanied by a 455% jump (of 
P615.9 million) in n payable to the 
central bank. 

Some farmers owning shares in 
UCPB are now agitating for their own 
boycott of the bank. There are also cal 
for a sell-out of their shares. In the two 
days after the stockholders’ meeting, 
however, there was no extraordinary 
rise in withdrawals. Some stockholders 
are also preparing to contest the UCPB 
elections in court. 
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ON )NGKONG: Share prices fell in generally slug- 

‘ading and most sectors recorded losses over 
oeriod. The:property sector was the only ex- 

n, possibly helped by a residential-property 
nsaction at favourable market price. The Hang 
ng Index fell 38 points on the period to close at 
9.11 while.daily turnover averaged a thin 
K$193.86. million (US$24.9 million). Heavy 

right selling, in London and New York in 
ected leading. Hongkong issues drove prices 
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cluded, Hysan Development and HK Realty A 
hich each realised a gain of about 3% in value to 
HK cents and HK$10. 80 a share, respectively. 


OKYO: He avy trading i in speculative issues, such 
;: pharmaceuticals, and all-round surplus liquid- 
y pushed the Nikkei Stock Average to yet 
nother new high of 17,654.19 on 30 June, up 
6.77 points from the previous period's close. 
aily turnover in first-section stocks averaged 

93 million shares. Renewed strengthening of 
yenar market volatility, encouraged by the 
ming general election, failed to deter invest- 
s. Analysts said as long as there was plenty of 
ney around, stock prices would continue to rise 
rdless of fundamentals. Housing stocks 
Isë on signs that the backlog on the housing mar- 
was clearing and prices about to rise. 









i APORE: Shares fell on profit-taking after 
ht consecutive weeks of rises. Fraser’s Indus- 
I Index fell 226.56 points to 4,258.77, halving 
gains made the previous period. Banks, such 
the Development Bank of Singapore and the 

versca-Chinese Banking C orp., saw their prices 
irop, but some blue chips like C crebos continued 
€ buoyed by strong demand. United Industrial 
rp, which predicted record earnings for: the 


so. rose. Other corporate situations, such as Van 
" Horst, saw renewed speculative activity. 
"Hover averaged 27. 24 million shares a day. 


ALP ` LUMPUR: Recent steps- taken by the 

exchange to prevent last-minute pushing up 
prices. have foréstalled the customary mid-year 
pine of shares which is a usual feature of the 
ket at this time. Speculators lost heart once 
became apparent by the middle of the period 
|. both Frasers Industrial Index and the. daily 
ume of trade dropped steadily. The average 
y. volume. of shares traded was 18.71. million, 
ped by the flurry of activity early in the period. 
index, meanwhile, dropped 129.88 points to 
sh at 2,461.61, largely due to profit- "taking 
mong the. blue-chips. 













"unable to sustain the momentum. By the end 
he period, the weighted price index closed at 
21. down. 6.64 points from the previous 
d. Volume was substantially lower, with 
transactions averaging NT$1.98 billion 
§2.1 million). Relatively slack trading re- 
'd investors’ lack of confidence that the mar- 














| Jllowing the previous period's rallies prevailed i in most Asian 
| eriod to 30 June. Notable losers included Singapore and Malaysia. 
hailand and Japan: were e among the few which bucked the trend. 


rent year in its takeover document for Intraco, 


IPEL: ‘The market started the period well but ` 


would be able to » break UN the. 1 ,000- 4 


point barrier in the immediate future, despite the 
continuing strong performance of the overall 


economy. Most share categories showed small | 
losses on the period, except for plastics, which 


rose slightly. 


AUSTRALIA: Markets plunged 25 points over the 
period as investors, unsettled by gloomy econo- 


mic news, reaped profits. Many leading institu- - 
: .|. tions took to the sidelines and closed off their ac- 
rther down towards the period's end. Gainers | 


counts until the beginning of the new financial 
year. The All Ordinaries Index finished at 1,179.8 
points on weak industrial stocks. Highlights in- 
cluded a 23 A cents (15 US cents) jump in Hooker 
Corp.'s share price to A$2.98 on 24 June following 
news.that it had won a licence for a A$750 million 
casino development in Sydney. à 


NEW ZEALAND: Some profit-taking was evident 
when the market opened. However, on the back 


of several "special situations," the markét firmed 
and set new highs in mid-period. A lack of buyers 


and some profit-taking combined to leave the | 


market slightly easier at the close. Both brewing 
stocks, Brierley Investments-controlled Domin- 
ion Breweries and Lion Corp., continued to make 


dramatic gains while several second-line stocks 


rose strongly on rumours, before being sold down. 


BANGKOK: The market grew stronger on the 
back of advancing stocks. Bargain buying contri- 
buted much to early gains. Adding to the market 
fanfare were the announcements of oil-price and 
domestic interest-rate declines. Although the 
momentum slowed down later on profit-taking, 
confidence was still high. and the Book Club Index 
closed 2.48 points higher on the period at 118.86. 
Volume totalled 1.85 million shares, valued at 
Baht 341.82 million (US$13 million). 


MANILA: Average value turnover rose by nearly 
50% to P21.6 million (US$1.1 million) a day de- 


spite the 31.5% cut in volume of shares traded. 


The commercial-industrial counters accounted for 
71% of total turnover, pushing up values of Ayala 
by 25%, Philippine Long Distance Telephone by 
1396 and Globe-Mackay by 1096. San Miguel B 
declined by 9.8% while San Miguel A rose 2.7 %. 
The commercial-industrial index ended 29.82 
points higher at 312.79. The mining index, owing 
to Benguet A's 7.8% fall, lost 11.92 to 1,016.49. 
Oils were more active, sending the section's indi- 
cator up by 0.027 to 0.844, 


SEOUL: Profit-taking afterthe bullishness of past 
periods brought the composite index down 3.79 
points to 243.36. Average daily turnover was 


. down Won 10.53 billion (US$11.9 million) to Won 


43.36 billion. Administrative controls aimed at 
cooling the market through lowering permitted 


ceilings on margin. trading by securities houses 


helped to slow activity.. Fresh. announcements 
from the government on a tightening of money 
controls had a similar effect. Gaining the most 
were insurance companies, following earlier 


sprees on securities firms; eee! hit were e steel | 


and wholesale i issues. 
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quide to doi: ng busine es 
The re-opening of China to foreign trade : 5 
and investmient has demolished the last 


T ajor bastion to Western trade, opening up 
he world's largest potential market. 


As Huan Xiang, a member of the Standing 
ommittee of the People's Congress and . 
adviser to the Chinese Academy for Social 
sciences, explained at a conference in Bei- 
n g in May 1985: 


‘The policy of opening up to the outside 
-World has become a long-term fundamental 
'olicy.of the government. The government 
irst made a decision to adopt special policies. 
ind flexible measures regarding Guang- 
ng and Fujian Provinces, and later estab- 1 NEN 
ished the four Special Economic Zones, TT oae ibe e TET wane corp 
shenzhen, Zhuhai, Shantou and Ziamen, The Authors 

pened up the 14 coastal cities and Hainan Robert Delfe 


sland, actively enlarged the scale of external Robert Delfs joined the Far Eastern Economic Review as ; China Business Correspon- : 


conomic and technical exchanges and CO- dent in 1981 andi is a former editor of the Review’s China Trade Report. He has also ` 
| contributed articles to other publications including the London Times, and the China 


peration, and actively utilised foreign capi- Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian © 
al and made efforts to attract foreign enter- region. A graduate of Stanford University, he attended Princeton University as a 
rises to Chin a to set up joint ventures, graduate student in Chinese history and studied Chinese and Japanese in Taipei and - 


i ducti ts d i Tokyo. | 
oopera ve prodauction projec and. all- Thomais D Gorman Owen D. Nee, Jr. 


oreign- -owned firms. ” A graduate of Princeton University's East Owen D. Nee, Jr. is a partner of the inter- 


da Asian Studies Department, Thomas national law firm, Coudert Brothers, and 
In 1984, the 14 coastal cities alone signed tB. Gorman began the study of mandarin is in charge of the firm's China practice. 


ver 400. agreements on utilising direct ^ Chinese in secondary school in his home He is a graduate of Princeton University ` 
oreign investment and nearly 1,000 agree- town of Wilmette, Illinois. He is now Pre- and Columbia University Law School, - 


2E du HE : "T sident and Publisher, China Consultants where he was a member of the Board of 
nents on taking loans from foreign entities international (Hong Kong) Ltd. He'has Editors of the Law Review. Nee first 
or effecting technical transformation, with been a Hong Kong resident since 1974, studied Chinese in the 1960s at the 
-= :and began travelling in the People’s Re- " Chinese University of Hong Kong while 

he total 1 osi y rn capita, used con public of China in 1975 on behalf of serving as a Princeton-in-Asia Fellow at 
tituting times tne total direct investment China Consultants International. the University. 


f the previous five years, and 2.5 times the | 
otal of loans. d Order Your Copy of This Valuable Book Today! 
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. with China by taking advantage of these | G.P.O. Box 169, Hongkong. RO710EC | 
new opportunities. It discusses the | Please send ........... copy(s) of China for which I enclose US$60 per E 
country's economic performance and po- copy. For surface mail delivery add US$4, for airmail delivery add 2 
- tential, the economic geography of the | US$15. 2 | 
country, the political system, the role, | | ns |. 
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and the legal, regulatory and tax environ- | al : 
ment. | : 8 d 
It also provides practical information on | Type of Business: Ei | 
the many do's and dont's through the use | Titi a] 
of exigen c case histories. | EE s 

E You may forward payment inequivalent local currency. | 















30 June 
US$1 WORTH 


inter-bank 24-hour 
rate 







inter-bank tanonth 
rate 











Middle rates 11.8125 







inter-bank month 
rate 









11.4375 







S$-month time daposii 
rate 






32:505 


HATS 






















menuni 4.6875 
dGiS$-Rmbii87! — HKS-RmDÜADSB 7 ] pert 
USS Roubied.7025 —— a : 75 o ofe -4825 


aman 


“jong term. t short tem " . 
Source : Hongkong Brokers Lid and First Pacific Finance. - 


: Middle —à - | soJune 
Description 


































































































































































| Long tern CR BK Jap 10-3/4 t/June/90 at 
Capper NL SU Nippon Credit Bank 10-3/8 8/.Jjuly/95 us$ 119-548 6.44 
' Cisrent delivery (July) i O98, 7559.90 $270 $8.15 Sanvwa Init Fin 11-1/2 5/J0ne/92 , us$ ted? 8.25 
Aug delivery — © 90.10 L Cun i Eksportfihans 14-474 29/Mar/$? us$ 1147/8 Ab. 
Mai Tin Kuala Lum, 14.08 14,07 5A. 30.34 ' Ontario Hydro 19-174 19/May/00 us$ 108-3/4 748 
dd l San e haai E DO--94 : Auitralia i t-1/4 19/00/00 uss 13-2 7.38 
Cotton ] New York H) EED PMA 21/3by/90. ng US$ -—— 10532 TH 
rko f 58.75 68.57— 68.60 65.68—65.70 50.25-—60.35 Wor BK 11 G/Feb/a2 ^ uss EET. 7.88 
Det. delivery Í 32.15—32.24 ; EIB 10-1/4 21/0/04. 5; a) 109-778 8.50 
Putiber ; l 3 BECS 9-3/87/0cU 1988 us$ 104-748 8-8 
Á ; PX . $ A. Barclays BK Fin Co. 10-5/8 19/Dec/95 uss 413 as 
. Current dedo) tAdy) Kusiaiumpu (9) 194—195 . 193.50-—194.50 193.50— 195.50 202.00-—-203.50 IADB 9-2/8 2:/Dec/1995 uss 110-08 ana 
JPMorgan Ca, 11-1/428/Feb/92. US$ ^ 108a $12 
Cocoa a Landon a UAE Ms Clicom-t213/ne/41995 — . us$ 105-3/2 8.98 
Current delivery Ljulyi 1.285--1.258 3,250-—1,255 1,44151,4198 1735——1,739 Marrili Lynch Co. Inc 12-3/4 WOCVES | USS 106- 1/2 18.47 
BN Mv iden tS | IBM World Trade Corp. 10-1/4 14/Nov/95— ^ US$ 411-476 8.41 
, Palm Qit Kusaiumpur iS} Row General Electric 11 13/Feb/1091 ui 106-728 9.02 
Eran deliiy Dia — `. 582.50--2590.00 665—620 1,140-—1,150 Prudential Realty 11-7/8 15/jan/82 uss 107-32 9.96 
Aug. delivery na- * VIAE oe Merritt Lynch OVS 10-5/8 28/Apr/90. US$. . 108-1/8 7.38 
Sugar ipada ‘as i EEG HB UFeb/T994 5: £Stg 109-7/8 9.40 
op. MT EIB t1-3^ 4 107-578 9.50 
"CüremdeiveyUupi — | | (— 157.80—158.46 1396.00 136.40 87-~86 2y rudis end Ape ed 
vaga |, Sg WES VOcUTISS D we 7. 0 ems 
Wheat Chicago 6 | 7 WB6.25 1Dac/BÀ Dm AE. 539 
citis el ld italy} 251.50--252.00 — 249.25--.248.50 31825-31875 WB 7.5 1/June/ 1990 Om 106-548. 856 
, Sept delivery 245.50—246.50 wt 7.25 1/Fob/1903 Dm 105-5/8 6.13 
, Seysbeans Chicago {6} EIB 7.8: 23/Feb/1993 | Dm 105-7/8 633 
CCo Current detbeery Call 5106.00--510.20. 532.50-—53:3:00 553.00-—553.56 1ADBG 7. 5 1/Apr/1903 7 Dm 105-3/4 5.64 
Aug. delivery 502.00--562.50 3 IBMOWTCHR2SB/Aug/T090 > ECU 104-3/8 8.93 
Wee LR m | eh | WB8.530/0ct/4995 ECU 107 7.38 
T j f Mancoweer 11.75 26/Fobi/95 OF 199-14 18.03 
Curent detivery Whalys — | | 216035—21250 — | — 23450-23475 261.50—261.75 E d tib dt edid ae 
i NOT i EOF No. 3 8.10 24/Fob03 Yen 104-3/8 733 
Rice Bangkok 1B} WB No. 24 7.60 21/0ec/95 Yen 102-34 727 
222 WB tio. 9.6.5 28/July/1993 Yen 8T-3/8 7.02 


_ Be white tots : 7 208 . 205 








it} Catone — (m MS akg gy USSanoz 4) USCcalb — (9 Miatonne — i6 USe a 60 th bushel 
dT) US a Sib pushet i8) US$ a tonne e Me aky ti Source: Reuter. 








Source: Merrill Lynch — Sun Hung Kai (Overseas Securitas) Co. Ltd. 








Taiwan 





d . , su ES . . 






























































£conomic Growth % (reati) ELEC j 
. ABB. à ~ 3.95 4.6 AT 64 
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'he sleepy market town of Mizusawa, 
¿E located half way down the: valley 
that cuts a vertical line between the 
mountains of Iwate prefecture in north- 
east Japan, is not so far off the beaten 
track as it was even a year a ago. Super- 
express trains with internal fittings col- 
oured to match the region's rice fields 
now race up to Mizusawa in a bare two 
hours and 50 minutes. from Tokyo’s 
Jeno station. Yet the atmosphere of 
this part of northeastern Honshu has 
changed curiously little. 

. Traditional iron utensils, sold at ad- 
mittedly steep prices, remain the most 
important local "industry" other than 
the all important paddy fields that still 
snerate most of the region's income. 
The politics of Mizusawa and the two 
other small towns that make up the 
number two constituency of Iwate pre- 
fecture seem equally untouched by 
okyo. . 

- Although there is talk of the railway 
bringing in a new type of voter, the re- 
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ion remains solidly conservative, with 
he ruling Liberal Democratic Party 
holding three out of four seats in the 
 multi-member constituency. The fourth 
eat is held by a member of the Demo- 
ratic Socialist Party but he is said (by 
is opponents) to have joined the oppo- 
ition only as an afterthought after first 
applying for adoption as a candidate by 
the local committee of the LDP. 
Paradoxically, Mizusawa's staunch 
onservatism is one reason why the 
town offers an interesting case study. 
inward-lookingness, 











For all its 
-Mizusawa happens to be the personal 
‘bailiwick of 55-year-old Motoo Shiina, 
an up-and-coming foreign affairs spe- 
cialist in the LDP who has been tipped 
8 a future foreign minister but who is 
definitely not in his element discussing 
‘crop prospects with local farmers. 

.. Shiina provides a good example of 
he schizophrenia that can afflict for- 


‘ward looking politicians in Japan who 
stand for backward-looking constituen- 
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cies. The nature of his personal power 
base in Iwate also sheds light on much 
that is traditional almost to the point of 
feudalism in modern Japanese’ politics 
— though in Shiina's case this may not 
be the case for very much longer. 
Described by his friends as the *man 
behind" several of Prime Minister 
Yasuhiro Nakasone’s most spectacu- 
larly successful ventures in personal dip- 
lomacy, Shiina began life as a nuclear 
physicist before “inheriting” one.of the 
four seats in Iwate’s second consti- 
tuency when his father retired from 
politics in the late 1970s. The Shiina 
family's traditional core of supporters in 
Musashi obligingly returned him to the 
lower. house in the elections of 1979, 
1980 and 1983. But the natural erosion 
of the elder Shiina's support base, com- 
bined with the younger Shiina's tenden- 
cy to spend much of his time in Tokyo 
dealing with issues that do not directly 
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concern his constituents, now seems to 
be taking its toll. 


In the 6 July election, Shiina's cam- 
paign staff expects him to lose up to 


1,000 of the 11,000 votes cast for him at 
the December 1983 election in Mizu- 
sawa, which could prove hard to make 
up in other parts of the constituency 
where the Shiina mystique is less power- 
ful. Since only a few thousand votes 
separated the five candidates who ran 
for election in Iwate II in 1983 this could 
cost him his seat. 


ne of Shiina's problems is that 

Mizusawa's voters have tradition- 
ally divided their allegiance between 
two families — Shiina's own and that of 
Ichiro Ozawa, a member of the wealthy 
Tanaka faction whose local popularity 
has soared since he became the young- 
est. member -of the current Nakasone 
cabinet in December 1985. - 


Pettit mno Artnr ene imminere etri 





. collecting money from private busit 
.than his LDP opponents who can sim 


| ing" a number of people in the consti- 
















































As an LDP "independent" who ha: 
declined to join any of the major party 
factions Shiina has to spend more tin 







sii 


draw funds out of the faction's cai 
paign chest. This is said to be *wo 





tuency — especially the older genera- 
tion. But not being a faction member 
may have advantages as well. In particu- 
lar, Shiina seems to have been able to 
move up the party hierarchy in Tokyo 
much faster than other politicians of his - 
age and seniority who have been ob- 
liged to wait in line for key jobs. 

"Shiina was appointed chief of the 
LDP's international affairs bureau in 
1984 after only six years in the lower 
house, unlike most of his predecessors 
in the same job who had at least 12 years - 
seniority. His friends have tipped him as 
a future foreign minister — perhaps in a 
cabinet headed by Shintaro Abe, one of 
the three "New Leaders" who aspire to 
succeed Nakasone. His immediate 
problem, however, is how to prove that 
his glowing prospects at party head- 
quarters entitle him to the support of 
local rice farmers. 

Shiina's answer to critics who say 
that he is too internationally minded for 
his constituents’ good is to point to some 
of the things he has been able to do for 
Iwate as a result of the influential posi- 
tion he holds within the LDP hierarchy. 
He claims to have diverted more public- 
works projects to the constituency pre- 
fecture than either of his LDP rivals de- | 
spite the Tanaka faction's reputation for 
being able to get things done in the 
Ministry of Construction. In particular, 
successful lobbying by Shiina is said to 
have resulted in a decision by the central. 
government to locate a ¥180 billion 
(US$1.09 million) underground oil stor- 
age facility in the constituency. 

When it comes to sensitive issues like 
farm protection Shiina is a shade more - 
reticent. In a rally held in Mizusawa ` 
Esashi at the outset of the campaign he - 
dwelt at length on his family 
background and ducked any discussion 
of policy issues by remarking that his 
friends already knew what his policies 
were anyway. The T-shirted leader of 
the Seiyukai, a local Shiina youth sup- 
port group, took a bolder line. “Who is 
the best man to oppose rice imports?” . 
he asked the audience. "Obviously, an 
internationalist like Shiina." M 
E — Charles Smith 
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We want you to come to the Philippines. To see the sights. To meet 


the people. ‘Io bask in our sunshine. To join us in celebrating the beginning 
of a new era in our history. 


50 we're giving you the best possible incentive: 50% off the regular 


rate of all our rooms and suites until September 30, 
1986. 


There are no restrictions. Our Fiesta 50% 


Bonus '86 applies to every guest. So come Off! 
now and enjoy all the luxury of Manila’s 
leading hotel for less. 


Y THE WESTIN PHILIPPINE PLAZA OR a | 
Manila 3 P 30, 1986. 
Luxury by the bay. ran R 








For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM. 
stin Hotels in Asia: Hong Kong, Shangri-La * Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza * Tokyo, Akasaka Prince Hotel & Tokyo Prince Hotel. 
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LASER RADAR SYSTEM 











The Laser Radar 
System enhances 
driving safety and 
convenience in the 
Nissan Cue- X. 





Vision 

Designing a car is an act of creation that calls 
for a thorough grasp of the practicalities of driving 
aS well as imagination. 

Indeed, if one were to create a masterpiece, 
one would have to possess an artist's passionate 
dedication to beauty in addition to an engineer's 
cool, rational mind. 

The Nissan Cue-X is a brilliant illustration 
of how one can blend such opposites in one 
masterly stroke. Typifying the startling sophisti- 
cation Nissan will be offering 
you in the near future, this 
revolutionary prototype will 
bring you such far-advanced 
@= features as the revelatory 
ES Laser Radar System. 

When used in conjunc- 
tion with an ASCD (Automatic 
Speed Control Device), the 
Laser Radar System commands a microcomputer 
to adjust throttle, transmission and brakes in 
order to control speed and maintain a safe 
distance between your car and the vehicle in 
front. It is one of many features in the Cue-X 
that redefine the very concept of driving, 
adding convenience, pleasure and safety to 
every second you spend on the road. 

lhe Nissan Cue-X lends credence to 
Nissan's singular creative vision, achieving a 
combination of practical wisdom and aesthetic 
grandeur that is at once unique and universal. 

And it succeeds because it has that intan- 
gible yet very real quality that makes a Nissan 
what it is— The Nissan Dimension. 





Quality in motion 
NISSAN 
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Reality of the Renminbi 
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Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$17 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines R25 Singapore S$4 — Sri Lanka Rs 35 
Taiwan NT$80 — Thailand Baht 50 — U.S. Armed Forces US$2.75 
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Worth reaching the top for 


At Hotel Nikko Dusseldorf, we offer the perfect end to a busy day. 
Our penthouse swimming pool. There, while slowly sipping a tall drink 
at our poolside bar, you can savor the breathtaking view of Dusseldorf. 

Meanwhile, you'll also discover our special blend of Japanese and 
German hospitality. Along with the uniquely personalized service that has 
come to characterize the world of Nikko Hotels International. 

Just a few of the reasons why so many executives who stay with us 
depart saying three little words. 

“Pll be back.” 





Hotel Nikko Düsseldorf 


LONDON The Montcalm 

PARIS Hotel Nikko de Paris 
DUSSELDORF Hotel Nikko Dusseldorf The art of hospitality. 
NEW YORK Essex House 

NARITA Hotel Nikko Narita 
OSAKA Hotel Nikko Osaka 
NAHA Okinawa Grand Castle 
BEIJING Hotel Beijing-Toronto 
JAKARTA President Hotel 
MANILA Manila Garden Hotel 
TAIPEI Hotel Royal Taipei 
GUAM Guam Reef Hotel 
PALAU Hotel Nikko Palau 


In addition to our directly-managed hotels, N | kko hotels 


we also represent more than 80 other top hotels 


throughout the world. international 


For reservations, call your travel agent, the nearest Japan Air Lines office or Nikko Hotels International. 
Tokyo @ (03) 281-4321, Hong Kong @ 5-234318 
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Between the two of us, 
high performance 
does not always involve 


high risk. 


You can enjoy an outstanding rate 
of return without the risk associated 
with many high performance 
investments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 13% 
to 343% better than traditional time 


deposits. The majority of these 


Funds are exempt from U.S. withhold- 


ing taxes, and are backed by a world 
bank with 200 years of service 

and security. A minimum investment 
of US $25,000 is required. 

‘To learn about Bank of Boston 
products, and to engage the services 
of a personal banker committed to 
a long-term confidential relationship 
with you, please write to: 
International Private Banking, 

PO. Box 13603, General 
Post Office, Hong Kong. 


c. 


BANK OF BOSTON 


International Private Banking 


Question of honour 


Last year, Japanese Prime Minister 
Yasuhiro Nakasone decided to institute 
official and regular visits by cabinet 
ministers to honour Japanese “war 
dead” at the Yasukuni Shrine. 

This year on 13 June, retired US 
Gen. Westmoreland led the “Vietnam 
Veterans Welcome Home” parade in 
Chicago to honour US “war dead” of 
the Vietnam War. 

The slogan raised by Vietnam Vete- 
rans Against the War reads ‘Honour the 
warrior, not the War.’ Is this not what 
the Japanese Government is trying to 
do? 

Perhaps the slogan for Japanese vet- 
erans — such as former prime minister 
Nobusuke Kishi, a grade ‘A’ war crimi- 
nal — should read “Honour the War, 
not just the warrior.” 

Honolulu A. Nori 


Defending the ‘apostle’ 


The recent 50th anniversary of Rudyard 
Kipling's death became another occa- 
sion for revaluation. Some critics con- 
tinued the rescue operation started in 
the 1940s by T. S. Eliot, from the 
ideological Right, and later by Edmund 
Wilson, from the Left. While the solid 
literary virtues of some of Kipling's 
poetry and a few of his stories do indeed 
make him a writer of quality, his quint- 
essential work earned him the accolade 
"Apostle of Empire." That judgment 
abides. 

Derek Birley's The Willow Wand 
which I cited [REVIEW, 1 May] takes 
both its title and epigraph from Verses 
on Games and is sub-titled Some Cricket 
Myths Exploded: 

Thank God who made the British Isles 

and taught me how to play, 

I do not worship crocodies, 

or bow the knee to clay. 

Give me a willow wand and I 

with hide and cork and twine 

from century to century 

will gambol round my shrine. 

Reader Anan G. Chandavarkar's 
reference to  Kipling's “flannelled 
fools," [REVIEW, 5 June] does not meet 
the basic point I made about the “Kip- 
lingesque mystique." The imperial 
order received moral sustenance from a 


| code of behaviour which bore a quasi- 


religious sanctity. Thus, “not cricket" 
was the ultimate taboo, an instant 
reason for ex-communication from the 
Englishman's exclusive club. 

For reader Chandavakar the mys- 
tique departed with the last “Gentle- 
man-versus-Players" match. Not so ac- 
cording to Birley's well-researched 
study which argues convincingly that 
the distinction was never very real, the 
great Victorian “gentlemen” being cap- 
able for the most unspeakably caddish 
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SCIENCE / SCOPE" 


AUS.s cent orbiting Venus made the first close-up views of Halleys Comet, giving scientists 
valuable insights into the comet at a time when it was on the far side of the sun and direct observations. 
- from Earth were impossible. NASA's Pioneer Venus Orbiter, built by Hughes Aircraft Company and 
ix circling Venus since 1978, conducted its investigation a month before five other spacecraft flew by the —— 
. comet. The Orbiter was delicately repositioned with precise commands from Earth to observe Hal ley’ sati; 
. Its closest point to the sun, a distance of about 55 million miles. The spacecraft measured changesinthe  . 
- comet caused by intense solar heating. It also provided an ultraviolet i image of Halley's and its large 
-— surrounding hydrogen cloud. Data gathered by the Orbiter helped scientists determine the gas 
composition of the comet, the rate at which water vaporized, and the ratio of gas to dust in the comet. 





an A tactical military radio for vehicles or base stations is based ona dependable and proven high- frequency 
. Manpack radio. The AN/GRC-213 extends the capabilities of the AN/PRC-I04 Manpacktomeettough = 
. mobile applications. Large-scale integrated circuits and modern design add to the reliability and flexibility - 
- over earlier radios. The compact 20-watt unit can be installed easily in virtually any wheeled ortracked — — 
"- military vehicle. Fully automatic tuning reduces operator training and requirements to afew simple | ? 
. Operations. Now adopted as the U.S. military standard, the AN/GRC-213 is in production at Hughes f for the E 
be U. S. Army, Navy, Marine Corps, and Air Force. The radio meets international needs as well D x 











È reduce contamination from airborne particles, and thus prevent problems with ies sensi tive oxinbal 
. assembly in the Infrared Maverick missile, Hughes has built an environmentally controlled production 
` line in Tucson, Arizona. Laminar flow units were installed to filter air along the walls, floor, and - 
ceiling - — removing 99% of all particles as small às 0.5 microns in size. In addition, vinyl-covered - 
chairs replaced dust-generating fabric chairs; walls and ceilings were treated with vinyl; and wire- 
Storage racks were added to deter particles from settling. Since the new environment was created, 

. particle counts dropped from 300 per cubic foot to 100 per cubic foot. Rework has been reduced ánd 

= reliability has improved. Hughes builds IR Maverick for the U.S. Air Force. 








~ West German F-AF Phantoms will be able to UM AIM-120 AMRAAM missies and thus be substantially M 
. more effective in their role in NATO S air defense—after being equipped with new AN/APG-65 radars.  — 
<- The radar was developed for the F/A-18 Hornet Strike Fighter. It is an all-digital multimode system 
i. designed for both air-to-air and air-to-surface missions, and can be modified to meet new threats. 
 -simply by reprogramming airborne computer software. Hughes, which designed and developed the 
= AIM-120, also builds the APG-65. Hughes is participating in the West German Air Force F-4F 

Improved Combat Efficiency program under contract from Messerschmitt-Boelkow-Blohm for the 
definition phase. The company will also work with AEG-Telefunken. 








TOW anti-tank missiles scored 22 hits out of 23 fired from U.S. Army Bradley Fighting Vehicles during 
 atactical exercise conducted in West Germany by the U.S. armed forces. One vehicle fired two missiles 
. within 35 seconds, both of which hit their targets. The exercise was witnessed by representatives of 11 

NATO countries. Deliveries of Bradley TOW (tube-launched, optically tracked, wire-guided) weapon — 
 Subsystems, produced by Hughes, recently exceeded 2,000 units. The subsystem includes an integrated 
. day/ night sight unit that enables gunners to direct TOW missiles, cannon, and machine gun fire with 
- pinpoint accuracy. 





For more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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Only Northwest Orient gives you these nonstops. Daily 
Join the people who know. 


Its good to know that when you're 
headed for New York, Chicago, Seattle, 
San Francisco, Los Angeles or Honolulu 
one airline gives them to you straight. 
Northwest Orient. 

In fact, only Northwest Orient gives you 
all 6 cities nonstop from Tokyo, as well as 
more nonstops to Chicago, Los Angeles 
and Seattle from Seoul than ever before. 
Plus convenient same-airline service to 


For reservations, call your travel agent or Northwest Orient 


cities all across America. 

Fly First or Executive Class and along the 
way you'll enjoy an uncommon standard 
of luxury and elegance with our exclusive 
Regal Imperial Service. As well as that 
extra comfort that comes from knowing 
you're flying America’s most experienced 
airline across the Pacific. 


Join the people who know. Call Northwest 


Orient or your travel agent for more infor 


People who know...go 


NEW YORK 
CHICAGO 
SEATTLE 

SAN FRANCISCO 
LOS ANGELES 
HONOLULU 








mation today. The more you know, | 
more you'll go Northwest Orient. 


HONG KONG NEW YORK 
TAIPEI CHICAGO 
MANILA TOKYO ATTLE/TACO 
KUALA LUMPUR WÀ SEOUL Il. | 
: SAN FRANCISC 
SHANGHAI OSAKA 
GUAM LOS ANGELES 
OKINAWA HONOLULU 


Sydney 264-9715 

Taichung (04)220-€ 
[aipei (02)596-595 
Tokyo (03)432- 60 


Jakarta 326439 Kuala Lumpur 2429633 Manila 521-1911 Osaka (06)228-0747 Seoul 753-6106 
Kaoshiung (07)272-5505 Lahore 872340 Nagoya (052)562-0867 
Karachi 551215 Madras 044-87703 New Delhi 351605 Rangoon 81638 


Kathmandu 212552 Makati 85-66-16 Okinawa (0988)58-2477 Saipan 7778 


Guangzhou 61804 
Hiroshima (082)247-5741 
Hong Kong 5-217477 
Islamabad 812174 


Calcutta 431373 
Cebu 92122 

Colombo 597138 
Guam 477-7811 


Auckland 794-977 
Bangkok 251-8470 
Beijing 554175 
Bombay 211440 


Penang 619487 Shanghai 377387 
Singapore 536-7666 


Sokung 778-0181 
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‘The Chinaman,” one 

1 allusion originally 
iperialists but in 
Bulldog. Who 


to the rival Germ 
fact to all breeds s: 


igh to bowl an 


clear) could be c ig 
arm to a right- 


"off-break" with his 1 
handed bat. — ^ — 
IfI did bowl off th 





ong foot, I was 







ndian player 
stunning suc- 
ooks to the 








applause from your readers who obvi- 
ously saw ne 
only a feeble attempt to steal a stready 
(cheeky?) single. z | 

E Mervyn de Silva 


Recently, the REVIEW has run a number 


of articles on cricket. As an avid reader 
of vour magazine, I would like to submit 
the following definition of cricket. — 
| CRICKET 
You have two sides in the field, 
One team that's in and the other that's 
out, l 
And when the side that's in goes out, 
The side that's out comes in and tries 
to get those coming in out. . 
And when both sides have come in 
and been out (including the not- 
outs), — 
That's the end 
Howzat! 
Jongkong | 


of the game. . 


Radhakrishna Narasimham 


?unjab abuses 
Nothing could have been more dissimi- 
ar than the storming of the Golden 
Temple in Amritsar by Indian troops 
and the Jallianwala Bagh massacre. 
xotesh Rao (LETTERS, 19 June] must 
se one of those self-proclaimed civil- 
aghts activists who are ever willing to 
yax eloquent on abuses by the Indian 
government. Sadly, like others of his 
k, he feigns ignorance about the 
uses, rather a mild term, committed 
y the late Sant Jarnail Singh Bhindran- 
vale and his minions. 

Rao also seems to be a poor student 
f history — the British troops opened 
we on an unarmed and peaceful con- 
regation at Jallianwala. Any authentic 
istory book should educate him on 
Rat. 7 

The Indian Army action in Amrit- 
ar was directed at a murderous lot 
f fanatics — armed to the teeth at 
aat. Further, the Indian Govern- 
vent decided on a military strike only- 
ter all efforts at a peaceful settle- 
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l-Extinct Rhinoceros” 
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Perhaps, as Brian Cloughley state 
in his article [15 May], that was where 
the authorities erred. If Rao has misgiv- 
ings about the Indian media, which inci- 
dentally, were-remorseless in exposing 
every wrong move of the government in 
Punjab, he could look up the reports in 
the Western media. l 


Foran Australian, Cloughley, I must 
say, has shown a commendable aware- | 


ness of the actualities in Punjab: I fully 


endorse. his views, especially that the | 


government of India, or for that matter 
any government, should negotiate with 
terrorists only from a position. of 
strength. : : 
Cochin 


Epithet query 


For several years I have read TRAVEL- 


LER’S TALES with enjoyment. Your 5 
June column however, which for several 
lines discussed your apparent distaste 
for Homosexual Rights, or Lesbian Lib- 
eration, Black Beatitude or Hispanic 
Hysteria in San Francisco politics, de- 
serves some elaboration. Are you dis- 


and hysteria, or simply by Homo- 
sexuals, Lesbians, Blacks, and His- 
panics? 
Berkeley Matthew Brazil 
€ By none of the above, but by the way 
in which minority pressure groups dis- 
tort the democratic process. 


It’s just different 


Recently, the REVIEW has carried a- 
number of letters on the subject of | 


tourism in Burma — one of the most-de- 
lightful places to visit because of its na- 
tural beauty, the congeniality of its peo- 
ple and its "differentness." 'A Federal- 


ist’ from Hamburg [LETTERS, 26 June], | 


referred to Burma as “. 


Its not backward at all, just dif- 
ferent. : 

Travellers who expect or insist on the 
conveniences associated with “West- 
ern” standards should look elsewhere: 
Burma does the best it can for its. visit- 
ors. 

My Burmese friends maintain that 
most of what is written about their coun- 
try is silly or wrong and I must agree. 
Your magazine is the exception. 

Santa Fe Mimi Forsyth 


What's in a name 
Anak Badak Pupus [LETTERS, 3 Apr.] 


disapproves of governments making | 
presents to each other of rare species | 


such as rhinoceros. The writer would 


| rather they exchange goldfish. | 
While the sentiments are excellent, 


the choice of pseudonym needs explana- 
tion. It appears to mean "Child of the 
or perhaps "Child 


one of | 
the most backward nations in Asia...” 



















The travellers' choice in Tai- 
pei. Where the worlds of- 
Oriental hospitality and 
Western convenience blend — 
fo create the magic of the Im- 

perial Hotel. — | 





HOTEL 


TAIPE TAIWAN 


600 Lin Shen North Road, Taipei, Taiwan, ROC | 
lel 396.511], 596-3333 Cable: "IMPTEL" Taipei 
Telex: 1382, 11730 IMPTEL $ 
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of the Rhinoceros Without Relatives!” 


Is Malay more subtle than this, or do we 
have a breakthrough in reproductive 
. biology? 


E JA Lower Hutt, New Zealand C. R. Smart 


— " 


Protest note 


This American.in Tokyo takes no um- 
— brage at your depreciations [TRAVEL- 
J LER'S TALES, 10 July] of the bally-hoo 
surrounding the; rededication of the 
Statue of Libérty — but one does beg 
for accuracy. | 
The late, great Kate Smith's place in 
Americana rests, in part, on her launch- 
-| ing and making popular Irving Berlin's 
| God Bless America. during the late 
1930s. If she did sing America the Beau- 
tiful it was a non-event by compari- 
son. 
Tokyo 





Robert Aldag 


The leaders' flaw 


The former US president Richard 

Nixon's recent press conference in San 

Francisco [TRAVELLER'S TALES, 8 

lj May] where the eager media — first his 

friends, then his pursuers at a time of 

crisis — once again found him a news- 
| worthy person. 

The ultimate paragraph of your arti- 

cle leaves the unanswered question of 

=| why an intelligent man could have been 
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m ir 


"so stupid." Perhaps all leaders of. 
superpowers (in their day) have had a 
flaw in their characters, from Ceasar to 
Napoleon to Hitler and now Thatcher 
and Reagan. Their judgment relies on 
the information they are given by their 





- > mt^ 3 + 
££ " . 


AP 





aides. It is too often the case, after a 
period in office, for aides to feed their 
leaders with information they think they 
“would like to hear" instead of what 
“they should be told” no matter how un- 
palatable it is. 

At the end of the day a general can 
only make his battle plan based on 
sound intelligence and through rec- 
onnaissance, if he is not to court disas- 
ter. 

Napoleon, one of the greatest gen- 
eral/politicians in history, tackled Rus- 
sia in the winter, while still heavily com- 
mitted in the Peninsular War (Spain) 
with Wellington, another great general. 

Hitler made the same mistake when 


Citibank Asian Banking Center. 


in Singapore, Hong Kong, San Francisco, 
Guam, USA and Canada. There is no tax 
withholding (except for Canadian dollars 
A placed in Canada) and free 
~ flow of funds. 
Asian Banking Center 
was created to help 
individuals and busi- 
nesses diversify their 
| assets and to look 
after their particular 
í financial needs. 


, A whole new 
world of financial 
j opportunities. 


| 
| Citibank has established Asian Banking Centers 
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Backed by the world's leading bank. 
Citibank has more than 80 years' experience 
in Asia. We have 2600 branches and offices 

in 95 countries, and our total assets exceed 
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receiving the wrong advice... 

The same appliestó political leaders. 
Perhaps their flaw lies in the selection of 
staff in whom they. place absolute trust. 
Once selected, some of these aides 
begin to shed their integrity and strive 
for personal power. Like old-style court 
intrigue. " qd 

Therefore, it'should be the advisers 
to Nixon whom the media should have 
hounded and nót/'Him, | 
Sandakan, Sabah: " C. J. Batchelor 


A beastly word. .... 

You must have had hundreds of letters 
about this already: A litigon is a beast 
sired by a lion on a tigon, itself a cross 
between a tiger and a lioness. It roars’ 
with double-hybrid vigour, 
Bombay 


Rupa K. Bose 


I am surprised that you do not know 
what a litigon is. It is obviously a lion 
that has swallowed part of a tiger. 

Singapore Hans Rieger 


Pseudonyms are accepted, but letters in- 
tended for publication in these. columns 


must bear the writer's signature and address. 
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CITIBAK 
Theworldsleadingbank _ — — — 


Asian Banking Center: 
* Singapore: 1 Shenton Way, Singapore 0106. Tel: 224-5757. Telex: 


You can deposit in any 





RS22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. 


a skilled professional 
who will handle all your 
p^ transactions and tailor 
specific financial packages for you with the 
utmost discretion. 


major currency... such as 
US dollars, Canadian dollars, 
_ _ Japanese Yen, Australian p 
dollars, Deutschemarks, Sterling pounds, 
and New Zealand dollars, with a range of 
ij maturity periods and auto-renewal facility. 
N You can invest in precious metals and arrange 
for credit facilities, foreign exchange 
and. remittances to any part of the world. 


Tel: 732-2288. Telex: RS37446 CITABC. 

* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. 
Tel: 5-761390. Telex: 73243 FNCB. 

e San Francisco: Citicorp Center, 24F, One Sansome Street, San Francisco 
CA 94104. Tel: (415) 627-6495. Telex: 278374 CTBK UR. 

e Guam, USA: Citibank NA, 402 Marine Drive, PO Box FF, Agana, Guam 96910. 
Tel: (671) 477-9881 thru 8. Telex: 7216159 CITIBK. 
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private numbers listed below. 
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he landslide victory of Japan'sruling Liberal Democratic 
] Party (LDP) in the controversial double election of both 
houses of parliament leaves unanswered the question of 
_ whether Prime Minister Yasuhiro Nakasone will seek a 
| third, two-year term in October, when he is due to step 
down. Tokyo bureau chief Charles Smith takes a look at the 
LDP victory and assesses Nakasone's political options, 
while correspondent Bruce Roscoe discusses the shatter- 
ed opposition and what it must do to get back on its feet to 
fight another day. Pages 16-21. | 
Cover photograph by Kyodo Photo Service. 








A short-lived rebellion led by Arturo 
Tolentino — former president Fer- 
dinand Marcos' running mate in the 
February election — and. headquar- 
tered at the Manila Hotel, fizzles out in 
40 hours, but questions remain. 


.. Benazir Bhutto organises nationwide 
rallies at the start of the second phase 

_ of her campaign to oust Pakistan Pre- 
. sident Zia. She and the government 
face a crucial test in Sindh where re- 
sentment against Punjab is high. 


. Page 24 
< The Malaysian Government bans a 
. controversial book on Islam. which 
-has become a potential political issue 
_ in the next general election. 


Page 26 
challenge to Sarawak’s dominant 
party fails in a very family affair, in- 
olving an uncle, two nephews and a 
ousin. 









Despite appeals for mercy, Malaysia 
vangs two Australian drug traffickers 
as a warning to others. 

iew Delhi signs an agreement with 
secessionist Mizo rebels after a dec- 
ade of intermittent negotiations. 
WPage 34 

dongkong’s senior police officers, 











nen — wanted by the authorities to 
| on in their jobs. 





oth expatriate and local, are wanted: 


Page 40 


South Korea's ruling Democratic Jus- 
tice Party agrees to negotiate possi- 
ble revisions to the constitution with 
the opposition New Korea Democra- 
tic Party. 


Pages 50-51 

China devalues the renminbi by 
13.6% against the US dollar in bid to 
narrow its huge trade gap and slow 


; the rapid run-down in its foreign re- 


Serves. 


Page 52 
Tokyo and Washington reach a politi- 
cally inspired agreement to end their 


dispute over alleged dumping of Ja- 


panese microchips in the US, but few 
industry observers believe the deal is 
workable. 


Pages 60-61 

The Bank of Thailand takes over man- 
agement of a troubled Bangkok bank 
amid conflicting claims over how 
much of the debts of two associated 
deposit-taking companies in Hong- 
kong are at risk. 


Pages 62-63 

Moves towards starting a new trade- 
liberalising Gatt round enter their final 
Stage with the main protagonists still 
far apart on even the areas to be 
negotiated. 


Page 68 

Malaysian politician and business- 
man Tan Koon Swan is on the verge of 
putting together another scheme 
which may ease him out of his forward 
share-buying — and legal — prob- 
lems. 


Page 72 
Malaysia seems resigned to combat- 
ing the decline in the natural rubber 


market with productivity improve- 


ments as its regional competitors 
show no interest in price-support or 


production-curbing measures. 
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Two Kims attend 
US reception 
South Korean dissident leaders 
Kim Dae Jung and Kim Young 
Sam attended a reception 
celebrating US Independence 
Day on 4 July, after receiving 
invitations from the US Em- 
bassy in Seoul. Neither Kim 
had been invited to such a re- 
ception since President Chun 
, Doo Hwan took power in 1980. 
The invitations followed in- 
creasing criticism by opposi- 
tion groups in South Korea, as 
well as critics within and out- 
side the Reagan administration 
in Washington, of the US policy 
of "quiet diplomacy" towards 
Chun's government, which 
prevented official contacts with 
his opponents. The govern- 
ment lodged a protest over the 
invitations. — Paul Ensor 


Mainland defectors 
welcomed in Taiwan 


Nineteen mainland Chinese 
defectors arrived in Taipei on 8 
July from Seoul, where they 
had been held since they were 
picked up drifting in South Ko- 
rean waters in a small fishing 
boat on 16 June. The 19 men, 
who ranged in age from 20 to 
31, had made their way over- 
land from China's Guangdong 

rovince before buying a small 

oat in Weihai, a town on the 
Shandong coast. They were 
hailed in Taipei as freedom 
seekers by officials and the 
local press. Contrary to past 
defections involving mainland 
air force pilots, officials said 
the 19 would be given voca- 
tional training and jobs, but 
would not receive gold re- 
wards. — Carl Goldstein 


Japanese textbook plan 
criticised in China 


. A long but restrained commen- 
tary criticising a proposed Ja- 
panese history textbook ap- 
peared in the People's Daily on 
7 July, the 39th anniversary of 
the 1937 Marco Polo bridge in- 
cident when Japanese and 
Chinese troops exchanged fire 
near Peking. 

In a formal objection on 7 
June, China's Foreign Ministry 
said the book contained serious 
historical distortions and the 
commentary blamed these on 
"a handful of Japanese 
militarists" rather than the Ja- 
panese people or government. 
It said ie should be no sym- 
pathy for the attempts of this 





“tiny minority" to revive 
militarist activities, but neither 
should this “unfortunate 
period of history . . . influence 
our friendly cooperation 
today.” — Robert Delfs 


New South Wales gets 

a new state premier 

Former trade union official 
Barrie Unsworth became pre- 
mier of Australia’s most popu- 
lous state, New South Wales, 
on 4 July after the retirement of 
Neville Wran, who had led the 
state for the Australian Labor 
Party for 10 years. 

Unsworth immediately 
took a different tack from 
Wran on corruption allega- 
tions, saying: “I intend to dis- 
pel the image that in New 
South Wales crime and corrup- 
tion prevail, and I will take 
whatever action is necessary to 
this end.” Recently, Wran had 
dismissed allegations of gov- 
ernment inaction, which 
among others came from the 
former head of a royal commis- 
sion on crime. 

— Hamish McDonald 


Malaysia eyes whipping 
for drug charges 
The Malaysian Government is 
planning to amend the coun- 
try's anti-narcotics legislation 
by making whipping for minor 
drugs offences mandatory. 
Currently, the maximum sen- 
tence for offences involving the 
possession of less than 5 gm of 
heroin is a two-year jail term. 
But government feedback indi- 
cates that addicts fear whipping 
more than they do prison 
terms. Apart from its deterrent 
effect, mandatory whipping 
coupled with shorter jail sen- 
tences would solve the problem 
of overcrowded prisons, Dep- 
uty Home Minister Datuk 
Radzi Sheik Ahmad said. 

— Suhaini Aznam 


CORRECTIONS 

In Solution in sight (10 July) it 
was reported that Bhutan had 
an envoy in Kathmandu. In 
fact, Thimphu's envoy to New 
Delhi is concurrently accredit- 
ed to Nepal. The error was 
made in editing. 


In the ECONOMIC MONITOR 
(Review, 3 July) it was stated 
that Pakistan's gross domestic 
product in fiscal 1985 rose from 
Rs 77.9 billion to Rs 83.5 billion 
in 1986, at market prices. In 
fact the figures are at constant 
1969-70 prices and factor costs. 
GDP at market prices in fiscal 
1986 was Rs 527.8 billion 
(US$33 billion). 


Taiwan's reserves soar 

to new record in June 
Taiwan's foreign reserves grew 
a record US$2.2 billion in June 
to US$31 billion, according to 
local press reports quoting cen- 
tral bank officials. The jump 
resulted from a growing trade 
surplus, and heavy market in- 
tervention by the central bank 
to slow the NT dollar's rise 
against the US unit. 

In an effort to find an outlet 
for the reserves, the central 
bank liberalised foreign-ex- 
change controls. On 1 July, the 
minimum period for holding 
foreign bank financial instru- 
ments or government bonds 
was cut from two. years to six 
months to reduce investors’ 
foreign-exchange exposure, 
and corporate securities were 
added to the list of allowed in- 
vestments. — Carl Goldstein 


Westpac gets primary 
dealer status in US 
Australia’s Westpac Banking 
Corp. has paid US$115 million 
to acquire New York securities 
dealer William E. Pollock 
Government Securities Inc., 
becoming one of only five non- 
US institutions with primary- 
dealer status in US Govern- 
ment bonds. Westpac manag- 
ing director Robert White said 
the purchase would greatly 
strengthen the bank’s capital- 
market capabilities. 

— Hamish McDonald 


Amex converts loan to 
equity in Manila bank 
The American Express Bank 
has formally converted into 
equity its loan of US$16 million 
(or 40% of outstanding capital) 
to the Philippines’ Interna- 
tional Corporate Bank (Inter- 
bank). This follows the Philip- 
pine Government’s move to 
capitalise part of its foreign 
debt of US$25.3 billion, and its 
efforts to privatise government 
enterprises. Interbank was ac- 
uired by the government after 
the nation’s 1981 financial 
crisis. — Jose Galang 


SES to lend lifeboat 

funds to five brokers 

The Stock Exchange of Singa- 
pore (SES) has so far approved 
applications from five broking 
firms to borrow a total of 
S$51.6 million (US$23.5 mil- 
lion) from the S$180 million 
lifeboat fund. In a 28 June cir- 
cular to members the SES said 
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only S$9.3 million had bee: 
disbursed, to J. Ballas & Co 
The others whose application 
were approved are understoo: 
to be City Securities, Lin Secu 
rities, Cathay Securities and S 
E-Min. The first two are in pro 
visional liquidation. By 2 
June, the SES had receive 
S$8.6 million from commi: 
sions paid by brokers to top u 
the fund, set up by the big fov 
banks after the collapse of Par 
Electric Industries in Noven 
— Nigel Hollowa 


Australian treasurer sees 
shrinking budget deficit 
Australian Treasurer Pat 
Keating said his 1986-87 (July 
June) budget to be announce 
on 19 August would show 
"substantially better" defic 
than the A$6.25 billion (US$ 


billion) extrapolated from la: 
ROB WALLS/RAPPOF 


ber. 





Keating: better deficit 


years A$5.74 billion gay 
Meanwhile, the Australia 
dollar was sold down at hor 
and abroad after trade unior 
in key industries went on strik 
to win new pension benefit 
and Keating extended wit! 
holding tax to interest on ce 
tain securities issued oversea 
— Hamish McDona 


Thai police investigate 
former bank president 
Thailand's state-owned Krur 
Thai Bank on 7 July aske 
police to act against its formi 
president Tamchai Khampat 
for causing at least Baht 2 bi 
lion (US$76.3 million) dama; 
by alleged abuse of lendir 
powers. Police are investiga 
ing whether there are groun 
for court proceedings involvir 
loans to the Cham-am Pin 
apple Group and Siam Vidh 
Group. Tamchai, a form 
commerce minister, claims tl 
proposed action is part of 
government-initiated . sme; 
campaign against him: he 
running in the 27 July gener 
election as secretary-general : 
the United Democracy Part 
— Paisal Sricharatchan| 
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and investment has demolished the. last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
l Sciences, explained at a conference in Bei- 
jing in May 1985: | 


"The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
hed the four Special Economic Zones, 
enzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
conomic and technical exchanges and co- 
yperation, and actively utilised foreign capi- 
al and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
ooperative production Bee and all- 
foreign-owned firms.” 


In 1984, the 14 coastal cities dad signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
‘stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
otal of loans. 






















































| This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
| country, the political system, the role, 
|] volume and channels of doing foreign — 
* | business, the forms of doing business 
| and the legal, regulatory and tax eniro- i 
H ment. | | 
‘It also provides practical information on 


the many do's and dont's through the use 
ofi enlightening « case histories. m ] 











The re-opening of China to foreign trade” | 
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BETTER BY BOAT - 
New People's Army (NPA) — 


operating in the southern Philippines .. 


island of Mindanao, are increasingly ~ 
moving arms and other supplies by 
sea to avoid roadblocks set up to 
intercept land shipments. The NPA 
supply boat | motorised., 
outriggers. One, inte rcepted bya 
Philippines nave ven carried | 
markings ide 























ig a Warning 


received by ment that the 
communist ople's Army had 
planned a in Metro-Manila 
some timet 10 and 15J ub. 


WESTW/ 


Matsushita ic, Japan's largest. 
consumer electronics company, has. 
just decided to step up its overseas 
production from 14% to 20% of its. . 


total output over the next two years in 
order to cope with the effects of the 
strong yen. Most of thé new | 
investment required to achieve the 
target, however, will take place : : 
outside Asia where the company’s | 
presence is already very strong. The 
main target areas for expansion will 
be the US, Western Europe and 
South America. Matsushita is likely 
to expand production at existing 
ps in Asia but no new factories 
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AUSTRALIA | 

Barrie Unsworth was sworn in as premier 
of New South Wales eee Neville Wran 
(4 July). 


BANGLADESH 


-Tribal rebels shot dead nine people in 
fresh. attacks on settlers in the Chittagong 
Hill Tracts (2 July). 


CHINA | 

— Premier Zhao Ziyang met Rumanian 
leader Nicolae Ceausescu in Bucharest (5 
July). Two Hongkong businessmen were 
jailed by a Shanghai court for bribing a high- 
ranking communist party official (8 July). 


JAPAN | 


The Liberal Democratic Party won a re- 
cord number of seats in the elections (7 July). 


MALAYSIA 
* Two Australians were hanged under the 
country’s tough anti-drug laws (7 July). 


NEW ZEALAND 


E ane EEN agreed that two French 


x 


—— ——————————————— 
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^ | are planned in the region. By 


contrast, two new plants are  ibséned 
in North America. Other Japanese. 
manufacturers could. follow suit. 


| TYCOON DELAYED 


.| Corazon Aquino’s government on 


wealth," and prior to the drama in 


Eduardo . 
Cojuangeo, the 
business tycoon 
and close : 
associate of 
deposed 
president 
Ferdinand 
Marcos, has 


|S UA delayed his 





return home from 
Los Angeles 
following the failed pro-Marcos 
rebellion in the Philippines. Most of 
Cojuangco's business interests have 
been confiscated by President 


ener eno est rre tae lr ra 


suspicion they represent “ill-gotten 





Manila he was planning an imminent 


“return to face his detractors in court. 


RATHER CHOOSY 


. With US$46 billion in debts 


outstanding, South Korea is looking 
forward to its first current-account 


surplus in a decade in 1986. Although : 


. South Korean borrowers can afford 


to be more choosy in setting 
conditions on. new loans, the net 
increase this year is likely to be about 
US$1.4 billion, in line with earlier 
projections. Short-term borrowings, 
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agents, jailed i in connection with the sinking 
of the Greenpeace protest ship Rainbow 
Warrior last year, would be transferred to a 
French island to serve a reduced sentence on 
condition that France apologise for ordering 
the sinking and pay US$7 million to New 
Zealand (7 July). 


PAKISTAN 

Demonstrators flogged and burned Presi- 
dent Zia-ul Haq's effigy in nationwide pro- 
tests to mark the ninth anniversary of his rule 
(5 July). 


PHILIPPINES 


Fourteen policemen and at least six dem- 
onstrators were injured in street clashes dur- 
ing an anti-nuclear rally outside the US Em- 
bassy (4 July). Tens of thousands of cheering | 
residents welcomed President Corazon 
Aquino to the troubled region of Mindanao. 
With the support of 350 heavily armed sol- 
diers, Ferdinand Marcos’ presidential run- 
ning mate Arturo Tolentino, establishing him- 
self at the Manila Hotel, proclaimed himself 

“acting president” until Marcos could return 
from exile in Hawaii (6 July). Tolentino left 


 cash-rich borrowers are trying to 


as a result of arson and malicious 
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_ DUE RECOGNITION 


SRILANKA - 


Tamil rebel attack on an army camp (5 July. 
j| Government troops killed eight Tam 
| separatists in attacks on major rebel camps 
eastern Sri Lanka, sources said (8 July). 


TAIWAN 
























Which have been cut in recent years 
from US$14 billion to US$10 billion. 
are unlikely to drop further. Several 


negotiate payments ahead of 
schedule on mixed currency loans, 
notably from the Wedds Rank: 


INSURANCE ROW - 


In the wake of the destruction of the 
tantalum plant on the southern Thai - 
island of Phuket, an insurance battle - 
is looming between Thailand. 

Tantalum Industry Corp. and 

insurance companies. The Thai 
company claims the plant was : 
destroyed, with damage estimated at 
up to Baht 1 billion (US$38 million). 


damage. The direct insurer, Bangkok : 
Insurance, and various re-insurers in - 
the US and Europe, say the damage _ 
was caused in a riot, and so is not. — 
covered under the policy. 


Indonesia has used its weight : ass ; 
Asean's most populous nation and - 
secured an agreement for upgradin 
the European Community's prese 
in Jakarta. In the next two to thre 
years, Jakarta will have a full- -fledge 
office of the EC delegation to | 
Indonesia. Currently the EC 
delegation to Southeast Asia operat 
out of Bangkok, and the Jakarta. 
outfit was set up as a sub-office to lo 
after the several EC-funded projects 
in that country. 





the hotel and began surrender talks. ( 
July). | 


Seven senior civil servants were arreste 
and accused of taking bribes totalling abou 
HKS1.2 million (US$154,000), state di 
secutors said (7 July). | 


Sri Lankan troops beat off a three-hoi 


About 150. people donon edi in Taipe 
against what they called interference i 
Taiwan's international affairs by four US: 
senators (7 July). 


VIETNAM | 
. Gen. Hoang Van Thai, a veteran com 
munist revolutionary who fought against the. 
French and Americans, died at the age of 71. 
(4 n | t 


















‘Acting President’ Tolentino's Manila Hotel rebellion fizzles out 


A room with a coup 


By Jose Galang in Manila 


T four-month-old government of 
Philippine, President Corazon 
Aquino appears to have emerged 
stronger after the collapse of a major 
show of defiance from the opposition — 
the first to have. had the armed support 
of disgruntled officers and troops in the 
military. Nonetheless, the crisis, which 
lasted less than 40 hours from mid-after- 
noon on 6 July, highlighted certain criti- 
cal concerns that are bound to shadow 


the fledgeling government in the com-. 


ing months. 

While the crisis effectively forced the 
Aquino government to close ranks amid 
a real threat from some leading opposi- 
tion members, it also brought to the fore 
hitherto-neglected cracks in the military 
establishment, resulting essentially 
from differences over policies towards 
the communist insurgency. Many in the 
military feel they are on the losing end 
of Aquino's *kid-gloves approach” to 
the insurgents. 

"The crisis started with a. seemingly 
normal gathering of groups that con- 
tinue to pledge loyalty to former presi- 
dent Ferdinand Marcos, who fled the 
country at the height of a popular revolt 
supported by the military in late Feb- 
ruary. Recently, the pro-Marcos rallies 
have become a regular Sunday activity 
at Manila's Luneta Park during which 
various speakers extol Marcos and criti- 
cise Aquino. 

However, at the 6 July gathering, 
rally leaders turned the spotlight on 
former senator Arturo Tolentino, Mar- 
cos' running mate in the 7 February 
election that preceded the popular re- 
volt. The leaders suggested Tolentino 
take an oath as acting president in the 
absence of Marcos. (The Marcos sup- 
porters insist that Marcos and Tolentino 
won the election, despite the massive 
fraud that marred the poll.) 

During the rally, a few hundred 
troops arrived on the scene from Camp 
Olivas outside the city and some joined 
the rebel group. Hounded by rally lead- 
ers as he moved to the nearby Manila 
Hotel, Tolentino later agreed to take 
the oath. The five-star hotel was sub- 
sequently taken over by Tolentino's 
backers, including the troops armed 
with high-powered assault rifles. Tolen- 
tino went on to proclaim a few initial 
members of his “cabinet.” 

The incident began while Aquino 
was starting a two-day tour of Mindanao 
and Vice-President Salvador Laurel was 
on the second day of a European trip. 
Armed Forces chief of staff Gen. Fidel 
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Ramos was travelling with Aquino. Ini- 
tial government reaction to the “rebel- 
lion” came from Defence Minister Juan 
Ponce Enrile, who was rumoured at the 
Luneta rally to be joining Tolentino's 
group. 

Despite denials, rumours of Enrile 
parting company with Aquino have per- 
sisted. During his recent tour of north- 
ern Luzon, Marcos followers greeted 
Enrile as their new leader and, it is said, 
urged him to grab power. Enrile report- 
edly said he would not allow the Marcos 
loyalists to manipulate him. Ironically, 
Tolentino, too, had said he would not be 
used by the loyalists about three weeks 
before his Manila Hotel fiasco. 

From the hotel Tolentino issued an 
invitation to Enrile to join the rebel 


off the revolt. 





group. To Tolentino’s offer of the de- 
fence and prime minister’s portfolio, 
Enrile replied: “I am still a member of 
the cabinet of President Aquino and 
cannot be part of a second cabinet. I am 
not looking for another job.” He or- 
ganised a group of military men to 
negotiate with the Tolentino camp. 
Enrile also ordered the sealing off of 
the Manila Hotel area, effectively cur- 
tailing the flow of people and supplies to 
the rebel side. He also ordered the clo- 
sure of at least two radio stations which 
he said had been broadcasting erro- 
neous reports — such as that Enrile was 
joining the rebel group or that Aquino 
was being held against her will by Min- 


PHOTOS: AP 


danao political warlords. The closure of 
the radio stations represented the first 
drastic government action towards the 
media, which had flourished in the 
months after Marcos’ departure. 

That swift response from the govern- 
ment spelled doom for the rebels, who 
tried in vain to duplicate the events of 
the successful February revolt. Besides, 
the pro-Marcos groups that had earlier 
egged Tolentino on to take the oath as 
acting president also had differences 
among themselves. And some truly 
hardcore Marcos loyalists who had been 
behind previous loyalist rallies refused 
to join the Manila Hotel hold-out, 
sources told the REVIEW. 

The Manila Hotel crowd was initially 
estimated at around 5,000, including the 
armed military men. However, that 
number grew thin during the Tolentino 
rebellion’s first night at the hotel. To- 
wards dawn, the bulk of the troops sur- 
rendered, saying they had been misled 
into believing that Enrile needed them 
in Manila. 

Military barricades set up around the 
Manila Hotel area curtailed the flow of 
people and supplies, exacerbating the 
rebels’ plight. By mid-day on 7 July, 
however, when it became obvious that 
support for the Tolentino group would 
be nowhere near as large as that gener- 
ated in February, the barricades started 
allowing the flow of people in small 
numbers. 

When Tolentino addressed a crowd 
of about 3,000 gathered in the hotel 
lobby at noon of 7 July, he was visibly a 
tired and defeated man. He delivered a 
15-minute rambling address about his 
desire “for a return to constitutional 
democracy” before the noisy audience. 
“I took my oath of office as acting presi- 
dent principally because I want you to 
have a living rallying point in your fight 
for democracy and freedom in the 
Philippine Islands.” Throughout his 
speech Tolentino never mentioned 
Marcos. 


olentino was capitalising on what 

has been a growing concern over 
Aquino’s vast powers under the so-call- 
ed “Freedom Constitution” that she 
proclaimed in April, in force until the 
adoption of a new basic law before the 
end of the year. Aquino’s provisional 
constitution is the basis of her govern- 
ment. 

Among the major moves made by 
the Aquino government under this con- 
stitution was the replacement of most of 
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the local officials — at ovincial ar 
town levels — with of 

(OICs) who are igneo with the politi- 
cal parties of Aquino and Laurel. 

Former deputy foreign affairs minis- 
ter Manuel Collantes, who was named 
“foreign minister” in the Tolentino 
“cabinet,” said “the Aquino govern- 
ment is illegal because this Freedom 
Constitution was made only by [her]. 
It's revolutionary, that's why it’s illegal. 
We want a return to constitutionalism. ” 

The rebel group also denounced the 
Constitutional Commission which is 
working on a new charter. The commis- 
sion, composed of members hand-pick- 
ed by Aquino from among nominees 
from various sectors, is aiming to finish 
a draft by the end of August. 

Tolentino and his group obviously 
miscalculated on the public perception 
of Aquino’s constitution. Until early af- 
ternoon of 7 July, he was claiming that 
“the government is trying its best to 
frustrate thé people's will and to pre- 
vent people from the provinces and in 
Metro-Manila from coming to the Man- 
ila Hotel and show that the great major- 
ity of our people desire a return to con- 
stitutional democracy and a strong dis- 
like against communism.” 

The Aquino government has 
been accused of falling prey 
to the communists. One of 
Aquino’s early acts upon assum- 
ing power was to order the re- 
lease of all political prisoners, 
including suspected ranking 
members of the communist party 
— a move that Enrile and the 
military establishment did not 
take to kindly. Their resentment 
at Aquino was compounded by 
her stern attitude towards human- 
rights violations by the military. 
At the time of the Tolentino re- 
bellion, the government had just 
started formal talks with the 
communists towards a ceasefire. 

In the Aquino-initiated talks 
with the communists, the nego- 
tiating panel set up by her is a 
purely civilian group. This has 
caused “a lot of unhappiness in 
the armed forces,” according to 
an officer who sided with Tolen- 
tino at the hotel. He also accused 
Aquino of “stuffing her cabinet with 
pink people.” 

The start of the negotiations has 
been punctuated with a series of am- 
bushes on military personnel carried out 
by the New People’s Army, the armed 
wing of the communist movement in the 
country. At least 30 soldiers have died 
in these attacks since 30 June. One of- 
ficer in the Tolentino rebel group, who 
has been in the service for the past 22 
years, said: “What would you feel if you 
were being castrated?” 

The Tolentino uprising also showed 
the influence that Marcos can still wield. 
When Tolentino took his oath, he bran- 
dished a letter from Marcos which he 
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Troops join pro-Marcos rally. 
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mate head of the 
that I return to the Philippines." Tolen- 
tino said the letter was handed to him by 
former speaker of the now-defunct na- 
tional assembly Nicanor Yniguez. As it 
turned out, however, that letter had 
been written by Marcos shortly after his 
arrival in Hawaii, where he now lives 
while he looks for another country will- 


ing to grant him asylum. 
M arcos, at the height of the rebellion, 
spoke on the phone to at least three 
rebellion leaders Tolentino and 
former members of the assembly Gerry 
Espina and Rafael Recto. The three 
said Marcos just inquired how they were 
and expressed the hope that there 
would be no violence. The three also 
claimed that the rebellion, including 
Tolentino’s oath-taking, was a spon- 
taneous act and had not been planned, 
especially by Marcos. 

Marcos has been granted sanctuary 
in the US on condition that he not use his 
new residence as a base for destabilising 
the new Manila government. Shortly 
after Tolentino declared he had named 
himself acting president of a new gov- 


ernment, the US Embassy in Manila 
issued a statement that Washington re- 
mains in support of the Aquino govern- 
ment. Aquino is due to visit the US on 
17 September. 

One Marcos loyalist indicated that 
the seizure of the Manila Hotel may 
have been the group’s way of expressing 
frustration at the government and mili- 
tary authorities who they said treated 
the loyalists brutally and unfairly in re- 
cent rallies which ended in violence. 
The loyalist rallies on 8 and 22 June 
were dispersed by the military — at 
least three Marcos followers died. 

The rebellion came to an end in the 
early evening of 7 July after panels from 


country until such time - 
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govern 
would be filed against the rebels if they 
left the Manila Hotel before noon of 8 


July. Most rebels, including Tolentino, 


left that night. Some looting and de- 


A Qui no] 
ment agreed that no charges 


struction was reported and just before - 


dawn, government troops raided the 
hotel to drive away the last of the hold- 


outs to stop further damage to hotel 


facilities. 

Lieut-Col Danilo Venturina dis- 
closed after surrendering at Camp 
Aguinaldo in Manila that he, together 


with Lieut-Col Reynaldo Cabauatan, | 
led some 200 enlisted men and about a — 


dozen officers based at Camp Olivas, | 
headquarters of the regional unified 
command for Central Luzon. Venturina | _ 
said he was fooled into believing that | 


Enrile required their support at the 
Luneta rally. On reaching the park and 


failing to see Enrile, however, Ven- |. 


turina said he realised the deception. 
He led his men to their vehicles and 


went to Camp Aguinaldo. Cabauatan, | 


however, opted to stay behind. 


The senior military officers who - 
joined Tolentino at the Manila Hotel - 
were Gen. Jaime Echeverria, Gen. An- - 
r navy commodore |. 


tonio Palafox, for 
Romeo Ochoco, former Metropolitan 


Command chief Gen. Prospero Olivas, | 


former Philippine Military Academ 

superintendent Brig.-Gen. Jose Zumel, 
and former Metropolitan Command in- 
telligence chief Col Rolando Abadilla. 
An estimated 100 enlisted men were re- 
ported to have remained to “provide 
security” to the rebel group at the Man- 


ila Hotel. 


The military participants in the re- 
bellion proceeded to Fort Bonifacio 
where Ramos welcomed them back. 
Enrile declared that all military men in 
the rebellion who surrendered would be 
absolved. Ramos ordered a perfunctory 
punishment of 30 push-ups for the last 
batch of nearly 100 to surrender. Enrile 
also said it would be up to the civilian 
government to decide what to do with 
the non-military men in the group. 

The Aquino cabinet was to decide on 
the official action that may be taken 


against Tolentino on 9 July. The Minis- - 


try of Justice was vigorously recom- 
mending the filing of sedition charges 


against Tolentino. But, other officials — 


said any amnesty to Tolentino must 
come from Aquino. Tolentino was not 
known to have asked for amnesty. 

Some loyalist leaders asked why 
the movement of such a sizeable 
number of troops from Camp Olivas 
was not detected by military authorities 
on 6 July. They go on to speculate that 
Tolentino was tricked into his stand at 
the Manila Hotel. 

On 9 July, Aquino imposed a ban on 


rallies and demonstrations by Marcos - 
for | 


supporters, and demanded 
"reasons of national unity" — that those 


involved in the revolt take a pledge = | 


loyalty to her. 
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Nakasone sweeps to record victory, but still may not get new term 


Dotting the eye 


By Charles Smith in Tokyo 

a Japan’s political scene 
has been drastically, 
_ and perhaps even per- 
manently, transform- 
ed by the outcome of 
the 6 July double elec- 
tion to the upper and 
lower houses of par- 
liament, even though one of the most 
obvious questions at stake in the elec- 
tion, the political future of Prime Minis- 
ter Yasuhiro Nakasone, remains un- 
answered. The Liberal Democratic 
Party’s (LDP) unprecedented 304-seat 
win in the lower house represents a per- 
sonal triumph for Nakasone, who had 
insisted on staging the election against 
advice from inside his own party. 

Conversely, at least two of Japan’s 
four major opposition parties may 
. never look quite the same again. Al- 

though the two most tightly organised 
parties, the Japan Communist Party 
and the Komeito (clean government) 
party, managed to hang on to their 
ar strengths in the lower 

ouse, or to something close to them, 
the results were a stunning blow both to 
the Japan Socialist Party (JSP) and its 
smaller (and more rightwing) rival, the 
Democratic Socialist Party. 

With the opposition holding less 
than two-fifths of the seats in the post- 
election lower house, the comment of 
one analyst that the parliament has be- 
come arubber stamp for decisions made 
by the LDP's political affairs research 
council sounds depressingly near the 
truth. No less apt is the suggestion that 
in making Nakasone himself, rather 
than any particular economic or politi- 
cal issue, the main subject of its cam- 
paign, the JSP completely misjudged 
popular feeling. 

The voting public may or may not 
have agreed with the JSP's allegations 
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that Nakasone “lied” during the compli- 
cated manoeuvring which he was ob- 
liged to undertake before the govern- 
ment was able to stage elections to both 
houses on the same day. The question of 
Nakasone's honesty, however, clearly 
took second place to that of whether 
the JSP or other opposition parties had 
anything to offer by way of an alterna- 
tive to current government policies. 
The voters who answered this question 
with a firm *no" seem to have included 
even the hundreds of thousands of small 
businessmen whose prospects have 
been threatened by yen appreciation 
and the downturn of the domestic econ- 
omy. 

The impression of firm leadership 
which Nakasone managed to convey 
during his stumping tours, as compared 
with the opposition's pre-occupation 
with mud slinging, may have been the 
biggest single factor in inducing floating 
voters to go out and vote for the LDP, 
while opposition supporters apparently 
stayed at home in droves. Good man- 
agement obviously played a part too. 

By staging elections to both houses 
of parliament on the same day, the LDP 
almost certainly spiked the guns of 
smaller opposition parties who had 
planned to stage no-combat agreements 
in many lower-house constituencies. 
The interest aroused by a double elec- 
tion would seem also to have increased 
voter turnout, traditionally a favourable 
factor for the LDP. But none of this 
would have helped much without rigid 
self-discipline in the ruling party's selec- 
tion of candidates, particularly in larger 
multi-member constituencies. 

In the December 1983 election cam- 
paign, when the LDP suffered a nearly 
fatal setback, losing 34 seats and win- 
ning less than a simple majority in the 
511-seat lower house, the party involved 


itself in numerous vote-splitting battles 
by the simple process of allowing lead- 
ers of individual intra-party factions to 
put up far more candidates than had any 
reasonable chance of getting elected. In 
the run-up to the 1986 campaign, this 
lesson was apparently borne in mind. 

LDP secretary-general Shin Kane- 
maru rationed the total number of ap- 
proved candidates to a mere 320 — only 
20 more than were actually elected — 
and was even successful in limiting the 
number of those who ran as conserva- 
tive independents after failing to get a 
place on the LDP ticket. The result was 
a very limited number of split cam- 
paigns and a sharp fall in the numbers of 
conservative candidates who almost 
made it. Conversely, a number of LDP 
candidates who were victims of the 1983 
setback successfully fought their way 
back into parliament. 


A final factor in the LDP's lower- 
house triumph, which may have 
been a matter of luck rather than good 
management, was the controlled tension 
generated by the presence of three 
would-be successors to the party leader- 
ship. The three “new leaders" who hope 
to succeed Nakasone as LDP president 
and, therefore, as prime minister when 
his current term of office expires in Oc- 
tober, all saw the election campaign as a 
chance to prove their mettle — not only 
in their own constituencies, where two 
out of the three won a record number of 
votes, but also in cross-country stump- 
ing tours that duplicated Nakasone's. 
The result was that rank and file 
LDP candidates had two to three times 
the amount of verbal and moral support 
they could normally have expected from 
the party's top leadership. Money may 
have flowed more easily, too, than in a 
normal election, despite supposedly 
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— à prerequi- 
ement of parliament 
r an excuse to pay 
iie little attention to opposition 
views when preparing routine legisla-. 
tion such as t ie budi 
tainment ofecontrob over the lower- 
. house committee system seems unlikely 
to be the main consequence of the 
.LDP'savalanche. . 
By winning an overwhelming, rather 
than just an. adequate, majority the rul- 
ing party may. have acquired an ascen- 
dancy over both the opposition and over 
Japan's middle-of-the-road_ bureaucracy 
that will enable it to pat forward con- 
troversial legislation such as a previ- 
ously mooted official secrets bill, which 
had to be shelved in the previous 
"hung" parliament. Less controver- 
sially, the LDP seems likely to be able to 
exert far more weight in steering econo- 
mic policy from.now on than was possi- 
ble in the old days of domination by the 
cautious men at the Finance Ministry 
and the Keidanren, Japan's association 
- of big business leaders. 

The possibility. that. some of the 
LDP's more authoritarian instincts 
might be given freer rein as a result of 
the landslide presumably explains why 
JSP chairman Masashi Ishibashi 
claimed to be “frightened,” rather than 
just disappointed, by the election out- 
come in an interview given immediately 
after the last results were published. 
Nakasone, 
taken pains to counter these fears in his 
own post-election press conference. His 
comments on this occasion included the 
promise that the LDP would take extra 
care to exercise “humility” in the wake 
of an election result, which might go to 
the heads of.some party members. 











Whether Nakasone really feels the | 


humility in the face of the LDP's success 
can only be guessed at. But there seems 


very little. doubt that the result has | 


transformed the prime minister's posi- 
tion inside his own party as well as, and 
perhaps even more than, with the na- 
tion at large if only because of his un- 
comfortably close identification before 
polling day with what was seen as the 
double-election gamble. He won the 
gamble and, sent his own stock soaring. 

_ What may have boosted the prime 
minister s position even more is the 
strong showing in the lower-house polls 
of the LDP's Nakasone faction — the 
a group of MPs who regard themselves as 
- constituting Nakasone's immediate per- 
-sonal following. Before the poll, the 
. Nakasone faction was ranked as the 
~ third largest of the “big four" LDP fac- 
tions, with one more member than the 
"faction supporting former prime minis- 
er Takeo Fukuda and four less than the 





cky “iene | 
hairmanship 
each of the 25 
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llamentary LDP. while the. Suzuk i 
tion was at the centre of the conserva- 


subject to revision since notevery newly 
elected. member of the lower house 


reaches an immediate decisión on which | 


group he should join. But initial esti- 
mates place the Nakasone group in sec- 


ond or equal-second position, ranking. 


level with or ahead of the Sužuki group. 
though still far behind the top-r 
faction of former prime min 
Tanaka. This is a far cry from 
tion on the eve of Nakasone 
ship in 1982, when the Nakasc 
Was regarded as one of the le 
cant groupings on the fringe o 








tive mainstream. 


T he paradox of Nakasone's position is 
that the man who undoubtedly de- 
serves the main credit for the election 
victory will step down from his party's 
presidency, and thus also from the 
prime. ministership, at the end of Oc- 
tober barring an unprecedented change 
in the rules governing the re-election of 
party leaders. Nakasone has repeatedly 
said that he has no plan to do anything 
but abide by party rules, which limit 
holders of the LDP presidency to a 
maximum of two consecutive two-year 
terms in the interests of securing of a fair 
share of power for each of the ma jor fac- 
tions. 

His statements, if taken at face 
value, would seem to mean that he is 
resigned to taking his place among the 
party's already fairly numerous elder 
statesmen, who include no less than 
three other former prime ministers. But 
his real intentions may be a little more 
fluid than the official record suggests, 
particularly now that the election has 
transformed his position in the party.. 

One possibility, according to LDP 
watchers who have paid attention to the 
nods and winks of Nakasone's staff on 
the succession question — as well to the 
prime minister's own, on the record, 
statements — is that Nakasone might 
seek a temporary extension of his cur- 
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_By Bruce Roscoe in Tokyo 


|. — not to the LDP government, but to 


| toral setback was all but expected and, 


rent term when the time to step down . 


approaches. This would be done osten- 
sibly to allow him to complete work in a 
number of urgent programmes, such as 
tax. reform and the privatisation of Ja- 
pan National Railways. 

A second possibility is that a 
bandwagon might start to roll within 
the LDP in favour of a full third term be- 
fore the time comes round for the 
leadership elections. A third term 
would require a full-scale revision of the 


rules governing elections to the party | 


presidency which, in turn, would need 
the approval of a two-thirds majority of 
the LDP's parliamentary members... QJ 
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After Japan's oppos 
y tion parties absorb th 
~ shock of their shatte 
| ing electoral defeà 
. and pick up | 
pieces, they may find 
they will shave to re 


fore restoring the whole. . 
But more important, political com- 
mentators agree, they will need to 
create TV personalities of the calibre, 
charisma and confidence.of Nakasone 
who, for all his hawkish and contradic- : 
tory, behaviour, has mined a wealth of 


stil in many Japanese a stronger sense 
To recruit such 
talent, all opposition parties will need 
to look beyond their current member- 
ship. : 
The media focus on the electoral af- 
termath only briefly chronicled the vir- 
tual collapse of the Japan Socialist Party 
(JSP) and Democratic Socialist Party 
(DSP), which together lost 36 sé: 
After airing the apologies of opposit 
leaders, most TV stations devoted: 
remaining 10 hours of their election 
coverage to the question of whether Na- 
kasone would try to run for a third two: 
year term as Liberal Democratic Party 


— Thus the viable political alternatives 


the Nakasone government — were e 
pressed in terms of government by 
Nakasone colleagues Shintaro Abe, 
Noboru Takeshita — and — Kiichi 
Miyazawa, the former ministers for 
foreign affairs and finance, and the chief 
of the LDP’s executive council. E 
To many insiders of the JSP, the 
largest single opposition force, the elec- 





given the party's perennial unprepared- 
ness for government, probably greeted 
with a sigh of relief. 

Appearing genuinely disappointed 
was the Komeito party, backed by the 
Buddhist sect Soka Gakkai, which lost 
just two seats and whose only chance of. 
a taste of power would have been in a 
cooperative arrangement with the JSP 
or DSP, had either of the latter two wo 
many more seats. Some LDP politicians 
commented that the Komeito is the only 
party to seriously challenge LDP policy 
in lower-house committee debates. 
- Before the elections, Mitsuhiro 
Uezumi, an international secretary st 
the JSP, said informally that if the JSP 
seriously wanted to win an election 
would need to show voters at least. a 
shadow cabinet. But doing so, he said, 
would probably split the party, asintra- 
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prospective minister. A shadow cabinet 
of sorts exists in the form of chiefs of 
bureaux in the party's secretariat, 
though these sub-leaders are anony- 
mous to the general public. 

Televised man-in-the-street inter- 
views showed a considerable lack of rec- 
ognition of the JSP's attempt in Feb- 
ruary to invigorate the party with a new 
platform. In essence, this was to shift 
the JSP from its “Soviet and East Euro- 
pean-style socialism" to a policy base 


. more familiar with the social democratic 


parties of Western Europe, and to set 
the stage for a possible, however re- 
mote, coalition with the LDP. 

Apart from academics who study 
JSP journals, few among the public 
would have cause to be familiar with the 
“new” JSP platform and none inter- 
viewed by TV stations could say what it 
was. Much of the JSP election prop- 
aganda comprised posters with the slo- 
gan: “A kind society is better than a 
strong nation." 


yu Soga, the JSP’s deputy secret- 
ary-general, expounds the official 
line that because the party is too small to 


| govern in any form other than a coali- 
| tion, the presentation of definite policy 


lines, together with a what-if-we-win 
cabinet line-up, would alienate the 
party further from other opposition par- 
ties, similarly constrained by their size. 
Soga said the JSP campaign was de- 
signed as a concerted attack on the poli- 
tics of Nakasone — specifically the 
strong yen, alleged refusal to reflate the 


| economy on grounds of the budget 
| deficit and the splitting of the Japan- 


ese National Railways into private 


| firms. 


- As the election drew near, JSP chair- 


| man Masashi Ishibashi personalised the 
attack on Nakasone, a strategy which 
| badly backfired. Social and political 


‘commentators such as Soichiro Tawara, 
said the decision of the opposition par- 
ties to attack Nakasone rather than 


LDP policies showed up their hangover 


from years of anti-Tanaka, rather than 


| anti-LDP, politics. 


~ Kakuei Tanaka, the former prime 
minister convicted of accepting bribes 
from Lockheed Corp., has served his 
party well by remaining a dependable 


whipping boy and symbolic target of op- 


position anger — which has proved non- 
transferable to either Nakasone or any 
of his colleagues. | 

_. As Nakasone's avalanche victory ap- 
peared to show that the lingering stigma 


- of the Lockheed payoff scandal had fi- 
nally disappeared, the absence of a solid 
case of LDP corruption all but lost the 


New Liberal Club (NLC) its mandate. 
Formed 10 years ago by an indignant 
Yohei Kono, who bolted from the LDP 
over disillusionment with the party’s 
money-power politics, the NLC lost 
two lower house seats, taking the party 
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ence on policy, the NLC may now see 
what power it had in coalition with the 
LDP evaporate as quietly as steam if the 
LDP uses it majority to full advantage. 
NLC executive director Hiroshi Kojima 
told the REVIEW that more than two op- 
position parties would need to unite to 
present a challenge to the LDP. 

The NLC had declined a joint-cam- 
paign offer made earlier in the year by 
the DSP, suggesting the New Liberals 
were confident they would be able to 
continue their cosy relationship with the 
LDP, under which one or two cabinet 
and political vice-minister posts cus- 
tomarily have been assigned to the 
NLC, making it the only opposition 
party since 1948 ever to have had 
cabinet experience. 

While charges of bribery did not ef- 
fect the LDP this time around, they did 
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appear to penalise a segment of the op- 
position, the Democratic Socialists, 
who lost 11 seats to finish with only 26. 
DSP members allegedly accepted bribes 
from a textile industry association, and 
DSP parliamentarian Fumio Yokote, 
under arrest in connection with the 
scandal, lost his Fukui prefecture seat. 

The DSP entered the election agree- 
ing with fundamental LDP policy lines 
on defence and the economy but with 
the difference that it would lend an ear 
to its traditional supporters in small- 
and medium-sized enterprises. That 
such support was not forthcoming, even 
after the devastating impact of the 
strong yen on many small companies, 
showed how pervasive the LDP's cam- 
paign had been across a broad range of 
business interests. 

But even DSP officials do not ascribe 
to their party the role of presenting a 
credible alternative to LDP govern- 
ment. Toru Terai, of the party’s educa- 
tion and propaganda bureau, told the 
REVIEW before the elections that the 
party considered LDP politics fair and 
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rect. Smaller opposition parti 
as the DSP perfornied a “counter-bal- 
ance" function, alerting the LDP to 
anomalies in some policy decisions but 
never capable of holding it in check. 

The only opposition party presenting 
a clear-cut choice to voters probably 
was the Japan Communist Party (JCP), 
which held its 27-seat strength. Nobuo 
Kawabara, an executive of the party's 
central committee, said the JCP took its 
campaign to blue-collar workers in the 
chronically depressed industries of ship- 
ping, chemicals and steel. 


Tz party said this strategy took into 
account party:calculations that real 
unemployment was running at 5-676, 
about double the official figure. Kawa- 
bara said the party knew well in advance 
that Nakasone would. dissolve both 
houses of the parliament and may there- 
fore have been better prepared for the 
double elections than the other parties, 
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which claimed Nakasone’s decision 
took them by surprise. 

Because the LDP has governed ef- 
fectively unopposed now for so many 
years, political analysts and commen- 
tators are beginning to examine the 
ya of voter psychology. Tetsuya 

hikushi, editor of the weekly news 
magazine Asahi Journal, believes many 
voters simply cast their ballots for the 
LDP because they believe that is the 
proper thing to do. By the same logic, it 
would make little sense to some to vote 
for an opposition party, whose job was 
not to govern but to oppose. 

On polling day, many voters were 
seen queuing up and, as their turn ap- 
proached, they hurriedly scanned the 
candidate board to see which names 
they should mark on their ballot papers. 
Some commentators said the problem 
with such last-minute decision-making 
is that such voters are likely to write 
down only the names most familiar to 
them, and the probability that those 
names all belong to the LDP is extra- 
ordinarily high. oO 
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Tears, cheers, prayers, all 


part of the voting show 


Japanese electoral 
politics customarily 
contain more emotion 
than policy debate, 
| ý but in the historic Lib- 
| "T 1 eral Democratic Party 
(Sarum d victory on 6 July, both 
E—H- opposition and LDP 
candidates set out to pluck more heart- 
strings than ever. 

Makoto Tanabe, secretary-general 
of the Japan Socialist Party, with the in- 
voluntary help of his laté wife managed 
to infuse more emotion into this elec- 
tion campaign than most other candi- 
dates. Taking the Buddhist plaque com- 
memorating his wife's death along on 
the campaign trail in Gumma Prefec- 
ture, Tanabe told constitutes he and his 
wife both were appealing for their 
votes. Tanabe was re-elected. 

Hatsuo Yokote, wife of Democratic 
Socialist MP Fumio Yokote, attempt- 
ed to restore her husband's credibility 
by taking on a newspaper run. Appa- 
rently she reckoned that once con- 
stitutents saw her delivering news- 
papers at daybreak, they would perhaps 
think the Yokote family was not weal- 
thy and by extension that her husband 
could not be guilty of taking textile- 
lobby bribes. | 

She also took the stage at gatherings 
of up to 3,000 and bowed deeply seem- 
ingly not in apology for her husband's 
alleged misdoings but for the trouble 
the scandal had brought upon Fukui 
Prefecture. Yokote's chance of re-elec- 
tion was measured in terms of how 
much sympathy his. wife could attract 
for her family. Yokote was not re- 
elected. 

Eitaro Itoyama of the LDP cam- 
paigned on a platform of opposition to 
political terrorism of which he claimed 
with obvious pride to be a victim. 
Itoyama said he had been attacked by 
gangsters into whose hands somehow 
had fallen invitation lists for his fund- 
raising parties. The gash in his arm was 
18 cm long and 2 cm deep, he said. 
Itoyama campaigned with his arm in a 
sling and carried with him a doctor's cer- 
tificate to prove the authenticity of his 
wound. Hounded by journalists, his 
doctor declined to comment. Itoyama 
was re-elected. 

Former prime minister Takeo Miki, 
technically standing in Tokushima Pre- 
fecture though actually hospitalised 
with a stroke, was ably represented by 
his wife Mutsuko, two sons and daugh- 
ter who had specially returned from the 
US for the occasion. Voters responded 
to this heartfelt family appeal. Miki was 
re-elected. 

Prime Minister Nakasone's “gig” — 
like the rest of his politicking — out- 
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classes most others. Television cameras 
caught him doing his zen meditation 
at the Zenshoan Temple in Yanaka, 
Tokyo. When Nakasone slumped even 
a little forward, a little priest would 
hold a rod to his back to correct the 
posture. 

Television replays of this touching 
scene would have moved Japanese 
who appreciate the prime minister's 
respect for traditions. Nakasone is said 
to spend an hour a day at zen, and the 
priest, Genkyo Hirai, thought this ac- 
counted for the fine weather on elec- 
tion day. Naturally, Nakasone was 
elected. 

. Slapstick comedian Kiyoshi Nishi- 
kawa, who stood as an independent in 
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At the polls: a family show. 


Osaka, appeared to make effective 
campaign use of his wife Helen — of 
Japanese and some Caucasian stock and 
a beauty queen. 

She accompanied her husband at 
vote-getting comedy shows for sup- 
porters and seemed instinctively to 
know when best to burst into tears 
which she produced by the bucket as she 
pleaded for votes. Nishikawa would 
then shed a tear or two himself to 
uproarious applause. Nishikawa was 
elected. 


ther families seemed to turn the 
election into their personal battle- 
front to settle feuds of longstanding. In 
Kumamoto, the second wife of Sunao 
Sonoda, a former foreign minister, un- 
successfully pitted herself against the 
son of her husband’s first wife. 
And in Gumma, the Nakasone- 


B 
Fukuda battle ended in a draw, with 
former prime minister Takeo Fukuda 
outpolling Nakasone by 120,500 votes 
to 115,381 — though they were both 
elected in the multi-candidate consti- 


tuency — a result neutralised by- 


Nakasone's son, Hirofumi, beating 
Fukuda's younger brother Koichi by 
364,103 votes to 354,964 in the upper- 
house contest. 

Opposition candidates, though deci- 
mated in the lower-house race, held 
most of their ground in the upper house, 
with the Japan Communist Party actual- 
ly adding two seats for a total of 16 
(only half of the 252 seats were con- 
tested as upper-house candidates sit for 
six years and elections are held every 
three years). 

Japanese political analysts made 
little effort to explain this phenom- 
enon in relation to lower-house re- 
sults as if there were universal ac- 
knowledgment that the upper-house 
was a show that in any event 
must go on. Among candi- 
dates were dancers, singers, 
story-tellers, writers, a 
gynmast and, of course, come- 
dians. 

Nishikawa emerged 
everybody’s favourite 
after the election was over he 
cried almost as much as his wife 
though in the hours of media 
coverage devoted to this duo 
neither judged the event ap- 
propriate for discussion of 


as 


or opposition. 

Although the opposition 
parties saved some of their face 
in the upper-house election, the 
LDP, nonetheless, increased 
its majority from 137 to 143 
seats in the 252-seat house. 
As a result the party will have 
an even tighter grip on final 


143 seats it could easily control 
all upper-house committees. 
Despite being little more than 
a rubber stamp, the house is empo- 
wered to delay passage of most types of 
bill until the revisions recommended by 
certain committees are duly made by 
the lower house. 

Police arrested 331 electoral-law 
“violators” on polling day bringing total 
arrests to 373 — 353 of the alleged viola- 
tions concerned lower-house cam- 
paigns. About 90% of arrests were for 
alleged vote buying by gifts and wining 
and dining, and some involved alleged 
door-to-door canvassing, which is for- 
bidden. | 

Some reportedly were for attempts 
by a certain party to buy off a particu- 
larly effective campaigner working for a 
different party, and most were made in 
rural areas, with Fukuoka on the south- 
erly island of Kyushu managing the 
highest arrest score of 26. 

— Bruce Roscoe 
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| PAKISTAN. 


No easy options 


The PPP has to step up pressure or just wait 


By Husain Haqqani in Islamabad 


Imost three months after her return. 


home from exile, Pakistan's oppo- 
sition leader Benazir Bhutto faces a crit- 
ical decision. She must either step up 
her campaign to oust President Zia-ul 
Haq by resorting to potentially violent 
civil disobedience or run the risk of los- 
ing momentum. 

If she goes for the second option, her 
demand for early polls will not be met 
and she will have to wait until Prime 
Minister Mohammad Khan Junejo calls 
a general election. Both Zia and Junejo 
have repeatedly said the election would 
be held in 1990 and Bhutto has failed so 
far to pressurise them into changing 
their stance. 

Bhutto had been anticipating one of 


. two responses from the government to 


her triumphant return. One possibility 
was a crackdown on the opposition, 
mainly the Pakistan People's Party 


- (PPP), including her arrest. Alterna- 


tively, Bhutto expected Junejo to ini- 
tiate negotiations over early elections 
after massive demonstrations in her 
support. 

But the. government refused to be 


Struggle in 
| Sindh 


Bhutto battles the sense of 
alienation in the province 


By Ahmed Rashid in Karachi 


B enazir Bhutto launched the second 
phase of the campaign to oust Presi- 
dent Zia-ul Haq on 5 July as her Pakis- 
tan People's Party (PPP) held rallies in 
every major town in the nation. From 
her fortress-like home in Karachi, she 
reiterated her demand for a general 


election by autumn this year adding: 


“The government would like to see me 
panic and take to the streets with vio- 
lence, but I am going to wear them [the 
government] down peacefully." 

She intends to launch the final stage 
of her movement from Punjab “so that 
Sindh is not isolated as it was in 1983." 
In 1983 more than 600 Sindhis were kill- 
ed by security forces during the agita- 
tion against Zia, organised by the 
Movement for the Restoration of 
Democracy. Because the movement 
failed to spread to Punjab, Sindh took 
the brunt of the official repression. 

Both Bhutto and Prime Minister 
Mohammed Khan Junejo are wealthy 
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provoked. It has also not accepted the 
massive peaceful rallies as “sufficient 
enough proof of Bhutto’s popularity” to 
merit consideration of her demand for 
mid-term polls. 

Bhutto’s campaign was interrupted 
by Ramadan, the Muslim fasting month 
in June, and was resumed on 5 July — 
the ninth anniversary of Zia’s assump- 
tion of power. Bhutto called for the ob- 
servance of the anniversary as a day of 
protest, termed *Black Day." Opposi- 


tion sympathisers were invited to wear 
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Bhutto: mass pem 


landlords from Sindh and it is in their 
home province that they face their 
severest test. A rapidly deteriorating 
law-and-order situation has put the gov- 
ernment on the defensive in Sindh. In 
June heavily armed gangs of dacoits kill- 
ed 13 policemen. Karachi, the country's 
largest city, faces periodic bloody vio- 
lence due to ethnic tensions and the lack 
of urban amenities. Since the lifting of 
martial law in January, the army has 
been deployed three times in the city. 
The feeling of discrimination among 
Sindhis, by Punjabis, is widespread. 
The most extreme Sindhi nationalists 
demand nothing less than an indepen- 
dent Sindh, free from what they call 
“Punjabi hegemony.” Punjab, Pakis- 
tan's richest and most populous pro- 
vince, provides the bulk of the country's 
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black armbands to work and hoist black 

flags atop their homes. 

Simultaneous rallies were planned 
for every district in the country to 
prove, in Bhutto’s words, “the breadth 


and depth of support for the PPP 


throughout Pakistan.” To disprove gov- 
ernment claims that the large gatherings 
immediately after her return comprised 


the curious more than the faithful; 


Bhutto herself did not address any of 
the 5 July protest meetings. 

The 5 July protests were much small- 
er than planned and did not achieve any 
of the desired results. Few. black 
armbands were worn and fewer black 
flags hoisted. The largest of the meet- 
ings at Lahore attracted 40,000 people 
which compared: unfavourably with 
Bhutto's earlier massive public meet- 
ings. Some 30,000 party workers at- 
tended the Karachi demonstration 
while attendance in other 
cities ranged from a. few 
hundred to 15,000. 


n accordance with Bhutto's 
directive, the 5 July obser- 
vance was completely peace- 
ful except one incident in 


fired on demonstrators. De- 
spite. the. less-than-expected 
public turnout, the: Black 
Day meetings did succeed in 
proving 


army and the bureaucracy. 
Alienation is even apparent 
among the educated Sindhi 
middle class. They say their 
children remain unemploy- 


snap up. jobs and ! acquire 
choice properties in Sindh. 

Bhutto faces a serious 
challenge from this militant 
Sindhi nationalism. Her own 
uncle, Mumtaz Bhutto has 
left the PPP and set up a 
“Sindhi, Baluch, Pushtoon 
Front" which demands a con- 
federation of the smaller nationalities to 
resist Punjabi domination. He told the 
REVIEW that even if Benazir does win a 
future election, she will be nothing 
more than a tool in the hands of the Pun- 
jabi army. 


he Marxist Pakistan People's Move- 

ment (better known as the Sindh 
People’s Movement), whose leader 
Rasul Bux Paleejo was released from 
jail recently after six years in detention, 
is also opposed to the PPP. Although 
Paleejo has made a tactical alliance with 
Bhutto for the moment, his cadres, 
many of whom suffered badly in 1983, 
will vehemently oppose her if she com- 
promises with Islamabad. 

However, Bhutto is confident that 


Sindhi nationalism is a passing 
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Sindh where one person was. 
reported killed when. police: 


ed, while Punjabi settlers’ 
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capability of the PPP on a national 
scale. 

Bhutto is now under pressure from 
radical workers within the party to raise 
the pitch of her campaign. PPP leaders 
believe the party can win a general elec- 
tion on Bhutto's charisma and personal 
appeal, provided it is held soon. The 
memory of her late father and resent- 
ment against military rule are Bhutto's 
major political assets. Both could fade 
with time, particularly if Junejo man- 
ages to prove his independence from 
Zia and establish himself as a successor 
rather than a continuation of the mar- 
tial-law regime. 

The prime minister. is already devot- 
ing considerable energy toward organis- 
ing his Pakistan Muslim League (PML). 
Recently the PML held a meeting of its 
general council and elected Iqbal 
Ahmed Khan as the party’s secretary- 
general. Iqbal is recognised as a 
hardworking political organiser and 
could give impetus to the party despite 
persisting doubts regarding the PML’s 
viability as a popular political force. The 
party is planning to observe 14 August 
— Pakistan’s Independence Day — as 
PML Day, to highlight the party’s role 
in the country’s creation. Observers see 
the idea of observing PML Day as a re- 
sponse to the PPP’s 5 July show of 
strength. 

Bhutto has so far avoided agitational 
politics so as not to create conditions 
conducive to the reimposition of martial 


phenomenon. “Some parties may take 
advantage of the acute deprivation and 
alienation in Sindh but the real test will 
be the elections. The masses are with 
us,” she told the REVIEW. Other PPP 
leaders in Sindh were not so confident. 
They express the fear that if elections 
are not held soon, the radicals could 
take over in Sindh. As one PPP leader 
put it: “State repression and discrimina- 
tion are on the increase and so is Sindhi 
anger. If there is another explosion no- 
body will be able to control the radi- 
cals.” The acute political polarisation in 
Sindh is forcing Bhutto to tread deli- 
cately in appeasing the Sindhi 
nationalists, but not to the extent that 
she antagonises the army and the con- 
servative public opinion in Punjab. 
Officials are apprehensive about the 
Sindh situation. So Junejo has initiated 
a major economic development pro- 
gramme for the province. This year’s 
development outlay in the Sindh pro- 
vincial budget is the largest since inde- 
pendence. However, such programmes 
need time to develop and Bhutto does 
not intend to give him that time. 
Moreover, key personnel in Sindh’s 
administration are still either Punjabis 
or Pathans. Many Punjabi bureaucrats 
who are past the age of retirement have 
been given extensions to serve in Sindh. 
Recently the Sindh chief of police was 
dismissed in the wake of a spate of rob- 
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law. Any major outbreak of political 
violence will almost certainly provoke 
an army takeover to restore law and 
order. As in the past, there would be no 
guarantee of when the army would re- 
turn to the barracks once it has assumed 
control. 

Another factor in Bhutto's currently 
peaceful strategy has been her desire to 
consolidate the organisational base of 
the PPP. Since her return, she has en- 
couraged a gradual disengagement of 
her party from the 11-party alliance, the 
Movement for Restoration of Demo- 
cracy (MRD). Bhutto has not attended 
any recent MRD meetings and sources 
close to her say she is no longer pre- 
pared to allow smaller MRD parties to 
gain prominence on the strength of the 
PPP's support. Bhutto's decision to ob- 
serve 5 July as a PPP event rather than 
under the MRD umbrella came in for 
criticism from other oppositon parties. 

Although a break-up of the MRD is 
not inevitable, there is considerable 
confusion over the question of opposi- 
tion unity. The attempts to reorganise 
the PPP have also resulted in intra-party 
quarrels and some former party stal- 
warts are contemplating an open split 
with Bhutto. 

The issues relating to MRD unity 
and PPP infighting have not detracted 
Bhutto from her campaign for elections 
by autumn. But she continues to lack a 
definite strategy to secure the accept- 
ance of her demand. Oo 


beries and his replacement, Salman 
Khaliq, is another Punjabi. There have 
been widespread protests at his appoint- 
ment. 

Rural Sindh remains dominated by 
waderas (feudal landlords) and pirs (re- 
ligious divines). “Every party has to 
have a pir to be popular,” remarked a 
government official. Junejo’s mentor is 
Pir Pagara, at present the leading power 
broker for the ruling Pakistan Muslim 
League. His fanatical and well-armed 
followers, the Hurs, have in the past 
been used in Pakistan’s wars with India. 

Now PPP leaders accuse the Hurs of 
harassing PPP workers in Sindh. 
Makhdoom Khaliq-ul-Zaman, Sindh 
PPP president, is the son of the Pir of 
Hala, possibly the most influential pir in 
Sindh with hundreds of thousands of 
followers and a well-oiled religious or- 
ganisation. Zaman, a young, dynamic 
political organiser spent nearly five 
years in jail as a PPP activist. 

“The pir factor is important in Sindh 
but we have held party elections for the 
first time and proved our democratic in- 
tentions,” Zaman told the REVIEW. 
Even Mumtaz Bhutto has enlisted the 
help of a minor pir. Enmities between 
pirs go back for generations, while many 
of their followers will join whatever 
party the pir joins. The pir factor re- 
mains divisive and retrogressive, though 
it allows for mass mobilisation. Oo 
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The daring 
dacoits 


Armed robberies in Sindh 
pose a serious problem 


Sg August 1983, gangs of bandits, 
commonly called dacoits in the Sub- 
continent, have killed 150 police offic- 
ers and men and wounded twice that 
number in a terror campaign through- 
out Sindh. 

The dacoits kidnap officials, land- 
lords and political leaders and hold them 
for ransom for anything up to Rs 1 mil- 
lion (US$59,700). They block major 
roads and rob trucks and buses, and 
have of late taken to ambushing police 
patrols. In a daring and well planned 


Junejo: army not needed. 


raid in March this year, dacoits freed 32 
fellow robbers from a jail in Sukkur dis- 
trict. 


Opposition members of the na- 


tional assembly have accused govern- 
ment officials of accepting Rs 8 mil- 
lion in bribes to connive at freeing 
these prisoners. Benazir Bhutto, leader 
of the opposition Pakistan People's 
Party, told the REVIEW that she 
"suspected the government of harbour- 


ing these criminals" — a charge Prime. 


Minister Mohammad Khan Junejo has 
denied. 

Sindhi waderas, or landlords, have 
patronised dacoit gangs for centuries to 
subjugate the peasantry and harass their 
feudal rivals. However, today the most 
violent dacoit gangs appear to be out- 
side anybody's control. Although the 
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many unemployed student leftists and 
Sindhi nationalists who went under- 
ground after the 1983 anti-government 
agitation have since joined up with the 
gangs. 

The gangs are heavily armed with 
Kalashnikov rifles and grenade launch- 
ers, and official sources suspect that 
the largest gang, led by Ali Gauhar 
Chandio, has acquired anti-aircraft 
missiles from Afghan guerilla groups in 
Quetta. 

In northern Sindh, where Chandio 
and others operate, the paramilitary 
Frontier Constabulary has been de- 
ployed. Sources say the use of army 
helicopters and spotter aircraft for 
dacoit surveillance has prompted Chan- 
dio's latest arms acquisitions. 

There are no Robin Hood figures 
among the dacoits, who tend to ter- 
rorise the peasantry as well as the rural 
elite. However, they look after their 
own. 

Dacoits earn a monthly salary of Rs 
1,000 and pay Rs 100,000 in compensa- 
tion to the families of gang members 
killed in action. The fact that now they 
have made the police their primary 


| target has made law-enforcement even 


more precarious. 


olice officials admit that the situa- 
tion is bad and is continuing to de- 
teriorate. The newly appointed Sindh 
police chief, Salman Khaliq, told the 
press recently that the police would be 
launching a new campaign against 
them. The police claim that they are 
under-armed and under-staffed. 

So far Junejo has resisted pressures 


to send in the army in pursuit of the 


dacoits. If he uses the army in what is es- 
sentially a police role, the government's 
credibility could suffer. Moreover, a 
military presence, as in 1983, would 
probably increase Sindhi resentment 
rather than placate it. “The army would 
fire indiscriminately and more people 
would join the dacoits,” a Sindh govern- 
ment official said. 

The government has also failed to 
stem the flow of arms into Sindh from 
the flourishing illegal arms market in- 
volving Afghan guerillas based in 
Quetta and Peshawar. The price of a 


Chinese-made Kalashnikov has drop- 


ped from Rs 45,000 to Rs 15,000, and 
smugglers guarantee home delivery 
even in Karachi. Even on college cam- 
puses, student groups of all political 
shades tote guns. At a Karachi medical 
college pistol-packing students attend 


lectures, while student hostels are de- 


scribed as “arms dumps” by the Karachi 
press. 

The government is anxious to mop 
up the dacoits quickly in order to be free 
to deal with the political challenge from 
Bhutto, but the anti-dacoit campaign 
still has a long way to go before major 
successes can be notched up. 

— Ahmed Rashid 
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dacoits have no political affiliations, 
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De-re-evaluation 


Islamic reformer's book banned after storm of criticism 


By Suhaini Aznam in Kuala Lumpur 


A slim, seemingly innocuous book 
suggesting a return to the Koran 
and a re-evaluation of the hadis — the 
sayings and actions of Muhammad as re- 
corded by his followers 200-300 years 
after his death — as the source of Is- 
lamic theology and jurisprudence, has 
been banned in Malaysia after author 
Kassim Ahmad was confronted by the 
combined forces of Islamic officialdom. 

A Home Ministry order on 7 July 
prohibited the buying, selling or posses- 
sion of Hadis — A re-evaluation, while 
Kassim has also been barred personally 
in several states from delivering public 
lectures on Islam. 

Although the idea of “re-opening the 
doors of the ijtihad [Islamic interpreta- 
tions|" is not new in the wider Muslim 


Kassim: threat to ulamas. 





world, it is nevertheless a revolutionary 
idea in Malaysia. Kassim contends that 
since the Koran is a “complete, specific 
and detailed book,” any elaboration of 
the Koran in the hadis “imputes that the 
Koran is unclear and incomplete.” It is 
an argument that threatens centuries of 
Islamic belief and practice in Malaysia 
where the hadis has been considered 
one of the primary sources of Islamic 
theology, in addition to the Koran. 
Kassim's goal is Islamic social re- 
form; the hadis is a “major impedi- 
ment," he says. Islam reached its height 
of power and civilisation within its first 
100-300 years, after which it deterio- 
rated — a phenomenon which coincided 
with the closing of the ijtihad, he says. 
"Today, despite numbering 1 billion 
and blessed with some of the world's 
richest natural resources, Muslims are 
among the poorest, most oppress- 
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ed communities,” according to Kassim. 

The spotlight on the controversy has 
been perhaps all the more glaring be- 
cause Kassim himself is a controversial 
figure. Chairman of the opposition Par- 
tai Socialis Rakyat Malaysia (PSRM) 
for 16 years and a political detainee 
under the Internal Security Act from 
1976-81, he quit the PSRM earlier this 
year and was accepted into the domin- 
ant United Malays National Organisa- 
tion (Umno) in April. Ironically, he has 
sent out more shock waves as a member 
of the establishment party than he did in 
his years in the opposition. 

Reaction to Kassim has ranged fróm 
academic criticism of his methodology 
and the fact that he used translated 
works instead of primary sources as re- 
ference, to accusations of his being an 
“infidel” — a serious charge in Islam — 
and urgings that having allegedly com- 
mitted heresy, he should publicly reaf- 
firm his belief in Allah as the one God 
and Muhammad as his prophet. ` 

Local newspapers have cartied the 
debate on their letters pages, while in 
Johor a conference of 100 ulama 
(theologians) concluded that Kassim's 
book should be banned. Kassim even 
received a death-threat letter on 28 June 
from a group signing itself *Taufik wal 
Hikarah” (The Righteous Path). 


poteren even the liberal Ma- 
laysian Muslim Youth Movement 
(Abim) has taken Kassim to task. After 
inviting him to a closed-door five-hour 
debate, where he defended his stand be- 
fore a panel of five Islamic scholars, 
Abim refuted Kassim’s stand on 
grounds of poor methodology, self-con- 
tradictory arguments and errors in con- 
tent. 

Meanwhile, the opposition Parti 
Islam (Pas) has already seized the op- 
portunity to turn Kassim into a political 
issue against Umno, the dominant party 
in the ruling National Front. “How can 
a party that accepts such a man into its 
fold, aman who rejects the hadis, be ex- 
pected to work towards setting up an Is- 
lamic state?” demanded Pas president 
Yusof Rawa of a 10,000-strong crowd at 
Gunung Semanggol, north Perak, re- 
cently. The timing was almost perfect. 
Although Kassim himself is not a politi- 
cal threat to Pas, his radical theory 
emerging during the run-up to widely 
anticipated elections, has provided Pas 
with just the needed ammunition to 
underscore its allegations of Umno’ S 
lack of Islamic conviction. 

Pas has good season to dislike 
Kassim's work. The party's Islamic 
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Asia i is home to mate than half of mankind. Every day, 
events are happening here that not only shape the re- 
jion’s future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles; analyses and interprets them. No businessman 


can afford to ignore them. Nor can any professional or- 


scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single mediurn puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more. comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
ar detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. i 








Features : | 

[he Asia 1986 Yearbook includes two new chapters — 
severing a historic year in South Asia, and analysing US 
nvolvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
?ower Game, Population & Food, Development Banks, 
Asian "Finance, Asian Investment, Commodities, 
znergy, Aviation; Shipping, Fishing, Trade & Aid, the 
acific, Asian & Pacific Oereamns) c anis a round- -up 
of the- year s news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
Jance of charts, tables and graphics to illustrate the 
naterial, including à full military profile of each reg ional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
shina to New Zealand. 








country-by-Country Analysis 

zach country is discussed with up-to-date reviews of its 
?olitics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 
eading public officials. The Asia 1986 Yearbook gives 
/ou localised, first-hand information on everything from 
narket potential and population trends to foreign aid in- 
‘olvement i and social and cultural landmarks. Each 





- experts and research staff contribute (as they have re 






















country chapter has a Databox giving essential vi 
statistics. And there is also a statistical round-up c 
piled against a master questionnaire provided by Year 
book experts. : 


How We Did It 

Published by the Far Eastern Economic Review, t 
Asia 1986 Yearbook is the result of thousands of ma 
hours of work during the year. Every week, the Reviev 
correspondents - file on-the- -spot reports from eve 
major Asian capital and every area of interest throug 
out the region: This leading team of writers, analys 





ularly for 27 years) to keep the Asia 1986 Yearbool 
top of events. To give you Asia minus the my: 
minus the myth. To give you Asia as only the Far Ea: 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/8$49.50/M$56.50 
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credibility resides in the ranks of its 
ulama; in the formal legal framework of 
Pas’ aspired Islamic state, these ulama 
would form the backbone of govern- 
ment and embody its claims to legiti- 
macy. Kassim's theory threatens that 
authority. 

On the other hand, Pas has not 
wanted to adopt the same platform as 


Umno, and has noticeably abstained : 


. from officially calling for a government 





ban on the book. Pas was indignant, 
however, that while the government 
deemed  Kassim’s book merited 
"academic investigation" before. the 
ban was announced, it almost automati- 
cally banned works by Pas authors, it 
was claimed by Pas vice-president 
Nakhaie Ahmad. 

Kassim has even  antagonised 
traditionalist forces within Umno itself, 
though party observers explained that 
in this instance, it was difficult to dif- 
ferentiate between those who were 
genuinely upset by Kassim and those 
who wanted to throw indirect barbs at 


=~ party president Prime Minister Datuk 


Seri Mahathir Mohamad and Umno 
Youth leader Anwar Ibrahim — both of 
whom were rumoured to have tacitly 
supported Kassim’s entry into Umno 
and with whom Kassim has been 
vaguely identified. Mahathir also holds 
the Home Affairs portfolio and even- 


| tually had to take the step to ban the 


book. 

Beyond party politics, Kassim’s 
theory threatens to shake the founda- 
tion of Malaysia’s Islamic social struc- 


| ture. There is no equivalent of a priest- 
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hood in Islam. Through the centuries, 
however, 2s fewer Malaysians were able 
to read Arabic, a class of ulama 


| emerged to interpret and guide Islamic 


practice. Refuting the hadis would 
erode this group's authority if Muslims 
returned to studying and interpreting 


. the Koran for themselves. 


In the face of the raging debate, be- 


| fore the ban was announced, the book 


became a local bestseller, reportedly 
selling 5,000 in its first week. More vit- 
ally, several “secular” Muslims have 
privately admitted being attracted to 


. Kassim's arguments and consequently 


to taking a keener interest in Islamic 
theology, as opposed to traditional rote- 
learning. 

This is the group Kassim himself has 


-= identified as the source of future Mus- 


lim leadership in the country — the 3096 


| who pray, fast and pay the tithe but who 


for now look to Western modes, either 
liberal or socialist, for their socio-eco- 
nomic solutions. The 60-65% 
traditionalists who derive their religion 
from the ulamas are too set in their 
thinking, Kassim says. In between, the 
minority advocating a return to the 
Koran must draw from one of these 
groups if it is to spearhead social re- 
form. Being more open-minded, the 
"secular" group has already shown signs 
of swelling the reformers ranks. R) 
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Sarawak uncle-nephew struggle ends in an easy win 


Te long-simmering rivalry between 
two of Sarawak’s most prominent 
political figures came to a head with the 
Oya by-election in Sarawak’s Third Di- 
vision on 1-2 July, with Chief Minister 
Datuk Patinggi Abdul Taib Mahmud’s 
party easily surviving a challenge from 
his uncle, former governor Tun Abdul 
Rahman Yakub. 

Elder statesman Rahman, who was 
also a chief minister of Sarawak, 
emerged in open support ‘of the inde- 
pendent candidate supported by the 
breakaway United Sarawak Natives As- 
sociation (Usna) — an as-yet unregis- 
tered party — against his nephew and 
former protégé Taib, president of the 
dominant Parti. Pesaka  Bersatu 
Bumiputra (PBB). 

The challenge was personal; the con- 
test, a battle by proxy, and very much a 
family affair. Rahman's backing of 
Usna, a splinter faction of the PBB, has 
long been an open secret in Sarawak, 
though until now, Rahman himself 
seemed content to play the dalang (the 
behind-the-scenes puppeteer). The dis- 


Equal under 
the law 


Two Australians hang for drug 
offences despite appeals 


By Suhaini Aznam in Kuala Lumpur and 
Emily Lau in Hongkong 


66 Aw who breaks our laws will 

have to pay accordingly, irres- 
pective of colour, creed, their 
philosophy or nationality," declared 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad on 26 June. “We 
will not apologise for our laws." 

He thus made it clear that his govern- 
ment had no intention of considering 
pleas for mercy for two Australian men, 
who were duly hanged on 7 July under 
the country’s mandatory death penalty 
for drug traffickers. 

The executions of John Barlow — 
who was born in Britain — and Brian 
Chambers, the first Caucasians to die 
under the Dangerous Drugs Act, saw 
Australian and British diplomats in 
Kuala Lumpur striving to maintain a 
low profile about any possible diploma- 
tic fallout, despite appeals from the 
Australian and British prime ministers 
for clemency. Malaysian Foreign Minis- 
ter Tunku Ahmad Rithaudeen was also 
restrained, saying: “I hope bilateral re- 
lations will not be affected. Malay- 
sia has been very badly affected by 
the drug menace and visitors are given 


sidents have.criticised Taib's adminis- 
trative style, the projects to which he 
has committed state funds, and in gen- 
eral his performance as party chief. But 
since Taib heads both the PBB and the 
four-party National Front coalition in 
Sarawak, the election was an opposition 
challenge to the National Front as well. 

In the event, the candidate Taib 
handpicked to stand in the battle, law- 
yer Wan Madzihi Wan Mahdzar, 
trounced incumbent Datuk Salleh 
Jafaruddin — another Rahman nephew 
and Madzihi’s cousin — polling 4,215 to 
Salleh’s 2,460 votes and discrediting the 
pundits who had predicted it would be a 
very close finish. Madzihi is a political 
novice, while Salleh had held the seat 
for two terms. 

The campaign had been gruelling 
and expensive, beginning unofficially 
almost a month before the actual nomi- 
nation day. Oya is inaccessible by road 
— top-ranking campaigners flew in by 
helicopter; those whose schedule was 
less hectic travelled by motor launches 
up river. Whistle stops at the Melanau 


Rithaudeen: sufficient warning. 





sufficient warning about the penalty." 

But politicians in Australia and Ma- 
laysia were less constrained in express- 
ing themselves for home consumption. 
“We did all we could to try to persuade 
the Malaysian authorities that whatever 
view they had about the guilt of these 
two young men, it would be barbaric to 
take their lives," Australian Prime 
Minister Bob Hawke declared. This 
prompted a swift retort from Malaysian 
Agriculture Minister Datuk Seri Sanusi 
Junid, who said: “We did not hang an 
Australian, neither did we hang a Bri- 
ton. They were drug traffickers that we 
hanged and if that is barbaric, then drug 
trafficking must be civilised." 

As legal avenues of appeal for the 
two men, who were arrested in 1983, 
were exhausted, both the Australian 
and British governments requested Ma- 
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of pigs and drinkirrg of quantities of tuak 
(local wine) at campaign dinners. 

The Rahman versus Taib power tus- 
sle goes back almost two years, and the 
Oya state by-election was a test of 
strength for Salleh and the other Usna 
founders. Victory would have given 
them their first foothold in the assembly 
and lent them the legitimacy they 
needed to challenge Taib. For Rahman, 
victory would have launched his return 
to active politics. Defeat has set them 
back in terms of image and credibility. 
puc seems to; be a family affair 

among the Melanau, who make u 
70% of the population. of Oya. Salleh 
should have had the edge, being the son 
of the local ruling Melanau family, with 
an influential clan behind him, especially 
“downriver.” His cousin Madzihi also 
enjoyed the support of relatives in the 
area but his network of immediate kin 
was less extensive. Complicating the al- 
ready: tangled family loyalties further, 
Madzihi’s brother Wan Zain acted as 
campaign agent for cousin Salleh. 

Both candidates are lawyers by train- 
ing, businessmen by profession and 
politicians by inclination. Salleh was the 
PBB's former deputy secretary-general. 


Hawke: ‘barbaric.’ 


laysia to apply a lighter sentence on 
humanitarian grounds — coupled with 
stoic reiterations about appreciating a 
country’s right to exercise its own laws. 
» But having made the war against 
drug abuse a national cause, Malaysian 
public feeling, expressed in letters to 
local newspapers, ran high for “doing as 
the Romans do.” 

After the executions, there was some 
local criticisms stemming from the “in- 
decent haste” in hanging the two before 
their applications for a stay of execution 
had been disposed of by the Penang 
High Court, due for hearing on 14 and 
15 July. “By waiting a little longer, we 
would have gained considerable good- 
will within and outside the country,” 
noted Bar Council president Param 
Cumaraswamy. 

» Meanwhile, Malaysian students in 
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man to watch, having now become one 
of Taib’s most trusted aides. 

With renewed indications of an im- 
pending general election, there was 
pressure on Taib to prove to Kuala 
Lumpur that he was very much in con- 
trol in his home state and could main- 
tain the status quo. 

For the threat posed by Usna was 
that it could split the Malay-Melanau 
community between the Rahman and 
Taib camps. To date, the indigenous 
Melanau who make up only 5.7% of the 
state's population have managed to 
achieve political prominence because of 
their own cohesion and by joining forces 
with the Malays, who make up 19.7% of 
the population. 

Eyes are now trained on Rahman 
and his protégés to see if they will relin- 
quish their political aims with the Oya 
defeat. Their next move is vital because 
a continued Melanau split could prove 
advantageous to Sarawak's other ethnic 
groups and the 29.5% Chinese, either 
through their political representatives 
within the National Front coalition or 
through the opposition Democratic Ac- 
tion Party which enjoys significant sup- 
port in the three major towns of Ku- 
ching, Sibu and Miri. — Suhaini Aznam 


Sydney and the Malaysian High Com- 
mission in- Canberra have received 
threats from pressure groups opposed 
to the death sentence. 

Malaysia has executed 38 people 
under the law, which provides for the 
death penalty for anyone caught in pos- 
session of 15 or more grams of heroin. 
There are another 107 people under 
sentence of death or awaiting trial, in- 
cluding eight Hongkong Chinese who 
are appealing against their sentences. 

The fact that Britain made an appeal 
for Barlow's life but has not interceded 
on behalf of these Hongkong residents 
has led to a Hongkong English-lan- 
guage newspaper accusing British 
minister Timothy Renton of being ra- 
cist. Renton, the minister with special 
responsibilities for Hongkong, the 


. newspaper said, had chosen to overlook 


the case of eight Hongkong residents 
while appealing for a man who was ac- 
tually an Australian citizen. *In both 
cases, the simple yardstick of skin col- 
our is used," it commented. 

The Hongkong Government politi- 
cal adviser, John Boyd, said the eight 
Hongkong residents sentenced to death 
in Malaysia have appealed, so their case 
was sub judice. “There is absolutely no 
reason to assume that, should their ap- 
peals be rejected and the death sentence 
be confirmed, British ministers would 
not consider making pleas for commuta- 
tion. The same applies to Hongkong re- 
sidents currently under sentence of 
death on drugs charges in Thailand, 
whose appeals are similarly pending," 
Boyd said. 
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Mizo rebels — 
come to terms 


MNF leader signs a peace 
pact with New Delhi 


By Mohan Ram in New Delhi 


| n the hill-top town of Aizawl in north- — 
eastern India people sang and danced - 


to the strains of the guitar on 30 June re- | - 


joicing at the prospect of peace in | 


Mizoram. Earlier in the day, in New 


Delhi, Laldenga, leader of the outlawed B 
Mizo National Front (MNF) signed an | _ 
agreement with the Indian Government | 
after 10 years of intermittent negotia- |. 


tions. 
The MNF has given up its seces- 


sionist demand to settle for a special | — 


status for Mizoram within India. It has 


undertaken to secure the surrender of | | 
its 1,000-odd guerillas and the dismantl- | 
ing of their transborder bases in | 


Bangladesh and Burma to end the in- 
surgency. 

The Mizo problem dates back to the 
1959 famine in the region. Laldenga, 
then a petty government official, 
formed the Mizo National 


MNF to demand a sovereign “Greater 
Mizoram" comprising the Mizoram dis- 


trict of Assam and other Mizo areas in - 


the region. The Mizo tribes also live in 
the Chittagong Hill Tracts of Ban- 


gladesh, the Arakan area of Burma, and | 
in the Indian states of Assam, Manipur | 


and Tripura. 


: 4 "en : f 
Mizo guerilla activity turned into a 
full-scale insurrection in the 1960s, with — 


the Indian army having to be brought in 
to restore control. To break the back of 
the Mizo resistance, the army launched 
Operation Open Security with the aim 


of separating the civilians from gueril- | 


las. Mizo villagers were uprooted from 
their traditional habitat and regrouped 
into closed camps. The deserted villages 
were burned down and the tribal food 
stocks seized or destroyed. 

In the process, the Mizos, who prac- 
tised slash-and-burn cultivation, shift- 
ing from place to place every few years, 
were deprived of their traditional liveli- 
hood and became dependent on govern- 
ment handouts. 


the pressure, the Mizo leaders went into 


exile, seeking external support for their — 


cause. 

In 1976, Laldenga who was in exile in 
Cologne, returned to India on an assur- 
ance of safe conduct. 


Famine |. 
Front that year to fight the govern- | 
ment's apathy towards the famine-stric- — 
ken Mizos. A year later, he renamed it - 


Disgruntled Mizo . 
youth began joining the insurgents in | - 
the nearby jungles. As the army kept up © 
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All criminal | 


charges against him were dropped. He | 


signed an agreement with the Indian 
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| Government whereby the MNF was to 








| ‘give up its secessionist demand in return 
| for full statehood for Mizoram which 

until 1971 was a district of Assam and 
thereafter a federally administered ter- 
ritory; he was also to secure the surren- 
der of the guerillas. But the agreement 
broke down with each side accusing the 
other of bad faith and the insurgency re- 
started in 1979. Negotiations were re- 
sumed in 1980, but it was not until last 


| month that a new agreement was 


reached. 

In the event, Laldenga has wrested 
more concessions than he bargained for 
in 1976 when he was content with mere 
statehood for Mizoram within the In- 
dian union. Now Mizoram gets a special 
status and safeguards which no other 
state except Jammu and Kashmir got in 
1947 in view of the special cir- 
cumstances surrounding its accession to 
India. The new agreement recognises 
the Mizo ethnic identity. Laldenga 
claims that the agreement — not pub- 
lished in full — provides for Mizoram's 

direct trade with China and Burma. 


N ew Delhi thinks Laldenga is a slip- 
pery customer who is cleverly trying 
to manipulate the agreement. It has not 


agreed to his condition that the guerillas | - 


would surrender to him. Instead, the 
government will supervise the surren- 
der and rehabilitate the rebels. The ban 
on the MNF, which has agreed to con- 
vert itself into a political party, has not 
yet been lifted though it held its. first 
open meeting at Aizawl on 30 June. 

Pending constitutional formalities 
and elections, Mizoram, which now has 
a Congress party government, will be 
ruled by a Congress-MNF coalition with 
Laldenga as the chief minister. 

"(The agreement, unprecedented in 
many ways, has implications for other 
ethnic movements in the northeast, not 
all of them secessionist. The MNF has 
agreed not to help other insurgent or- 
ganisations such as the Tribal National 
Volunteers of Tripura which has its 
headquarters in exile in Bangladesh; the 
People's Liberation Army of Manipur, 
and the National Socialist Council of 
Nagaland which has its bases in Burma. 

All the same, these groups are cer- 
tain to get the impression that New 
Delhi can be moved only by insurgency 
and they would be tempted to step up 
their activities. Even in the other north- 
eastern states of Meghalaya and 
Arunachal Pradesh, which have no in- 
surgencies, new demands for safeguards 
for ethnic identities and greater au- 
tonomy might emerge. 

It is also not certain whether the 
latest Mizo accord will hold. If it does, it 
could also provide a model for finally 
settling another insurgent movement in 
neighbouring Nagaland state. If the 
MNF hardliners do not accept the ac- 
cord and decide to keep the insurgency 
alive, the Mizo agreement could go the 
way of the aborted Naga deal. 


28 






‘End ofthe Rainbow —— 


garbage." 


Jailed French agents will be released for cash and an apology 


By Colin James in Wellington 


A political storm has broken over the head of the New Zealand Government - 
"À over the pending release to French hands of two French intelligence - 
agents, Maj. Alain Mafart and Capt. Dominique Prieur, imprisoned in 


— November 1985 after pleading guilty to the manslaughter of a Greenpeace In- 
ternational photo 
handover, which is to be made on 25 July, was announced by UN Secretary- 


pher in the bombing of the Rainbow. Warrior in July. The 


General Javier Perez de Cuellar, who arbitrated on the issue at the request of - 
the French and New Zealand governments, which have been at loggerheads 
since the imprisonment. | Hrs | 
France has insisted that they be released because they were only officers. 
acting under orders and it instituted a blockade of New Zealand imports to 
give weight to its demands. New Zealand has demanded compensation for 
police and salvage work and a full apology for what it regards as an act of inter- 
national terrorism. Perez de Cuellar was appointed after Dutch Prime Minis- 


- ter Rood Lubbers intervened in June because of mounting embarrassment to 


the European Community. : 
. New Zealand also insisted that the two agents could not be “released to 
freedom." Others involved in the Rainbow Warrior affair are free in France — 
3 : | some after being spirited away by 
French forces from under New Zea- 
land investigators’ noses. ue 
This point gave Perez de Cuellar 
the most difficulty. His decision tried 
to come down in the middle. He has 
QUEE. ordered that Mafart and Prieur be 
Um Cw transferred to a tiny South Pacific 
RB atoll, Hao, near the French nuclear- 
test site at Mururoa. There they are 
to have no contact with villagers and- 
they are not to leave for three years. 
However, they will not be confined, 
will have contact with family and. 
will, according to French Prime 
Minister Jacques Chirac, have a 
posting — that is, apparently, rejoin 
| | the forces and not be treated as 
r Fi Chirac said: “All French will re- 
- joice" at the transfer, a point which 


: has infuriated many New Zealanders. Radio talk-shows here reflected wide- _ 


spread disapproval of the government's move for having “sold out" in agree- 


n ing to go to arbitration. Under New Zealand law, the pair would have had to 
serve at least five years before being eligible for parole. | 


_ The usually reserved principal daily newspaper, The New Zealand Herald, | 
commented that the government's *cave-in" was a *contemptible episode of 


New Zealand history” and had made it clear that “any nation big enough and 


unscrupulous enough can send agents to New Zealand, wreak havoc, kill peo- 
ple and then, with a bit of arm-twisting and a cash sweetener, have this gutless 
government kick the courts in the teeth and dump all the police work in the 


— New Zealand Prime Minister David Lange made the most of Perez de 


d Cuellar's ruling that France is to pay US$7 million compensation, make a full 


and unqualified apology and undertake not to stand in the way of New Zea- 
land exports to the EC, now up for review. He also said it was commonplace 
and constitutionally proper for convicted foreign criminals to be deported by 
the minister of immigration. But the leader of the opposition, Jim Bolger, call- 
ed the arbitration outcome an “about face" from previous hardline assurances 
that the agents would serve out their sentences and had made New Zealand 
the ed of international ridicule. |— | | | | | d c 

ublic opinion is probably on Bolger's side. In May, 76% told the Heylen 
public-opinion pollsters that they wanted the agents to serve the full 10-year 
term of their imprisonment and 67% favoured no change of the place of im- 
prisonment. | 5 os ue | 
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Can IBM teach you to see 
the art in nature? 
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for Refugees co-ordinates world-wide 
efforts to solve refugee problems, to give 
human rights back to refugees: work, edu- 


This road can be very short if we all help. \ 
yu cation, freedom from persecution, legal 
Ai 


It may lead the refugee back to his home- 

land. It may mean the beginning of a new 

existence in a neighbouring country. Or it 

may take him thousands of miles away from protection. 

his home. Since 1951, UNHCR has helped some 
The United Nations High Commissioner 25 million refugees to begin a new life. 


"UNHCR 


United Nations High Commissioner for Refugees 
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~ 5-STAR 
| MEETINGS PROGRAMME 


Discover the value of having your 
meetings all planned out. From audio-visual 
equipment to casual coffee breaks down to 

well-sharpened pencils, Hilton International has it 
all thought out for you. 

To find out more about Hilton International 's 
5-Star Meetings Programme in the following 9 
cities, complete the coupon below and 
send it off today. 
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Marketing Director 
5-Star Meetings Programme, 
Hilton International Singapore, 
581 Orchard Road, Singapore 0923. 
Please provide me with a 5-Star Mectings 
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W- re not arranging the flowers, but we 


can help put your business 1 in n order. 





The Japanese art of flower arranging, known as 
Ikebana, has evolved over the years to a high level 


of sophistication and subtlety that requires years of study. | E: 


The art is so revered by the Japanese that 
the Sensho Ikenobo School alone has some 50,000 
| members throughout 
the country. To keep 
their information 
updated and in order, 
. Sensho Ikenobo’s 
administrative offices 
| called on IBM. An 
IBM small business 
computer handles a 
range of chores, 
from mailing out the 
monthly newsletter to recording issued certificates. 
IBM is helping businesses of all sizes throughout 
Asia. We can help you make the right arr angements: the 
hardware, the software and the specialised experience 
to help you get your business running more efficiently. 





WE WERE THE FIRST. 
AND WE ARE THE FUTURE. 


The MD-91X: New technology that pays off in 
profits. Our DC-3 was the first plane to enable 
airlines to make a profit by carrying passengers 
only. Today, our new MD-91X redefines the word 
profit.With its Ultra High Bypass engines, the MD-91X 
will use up to 50% less fuel than current turbofans. 
Greater fuel efficiency for greater profitability. And 
we're the only aircraft company that can combine 
that new technology with a proven airframe to 
make it happen. 


MCDONNELL 
DDOUQGLAS 


©1986 McDonnell Douglas Corporation 








eT HE Japanese version of the inp dope 
tale of Rip Van Winkle is about a fisher- 
man, Urashima Taro, who was lured 
into the depths by a turtle and found 
himself in the service of the Goddess of 
the Sea. Returning home after what 
seemed liké a short stint at her palace, 
he found that many years had passed 
and that his. home village had changed 










| /EW's regional editor, 
Awanohara, who has spent 
ie ast am years n for 


e itself. but t the Sinle- 
deseen appl cation of it. 

€ CITY centres feature computer 
screens offering a cascade of informa- 
tion — and not only function as shop- 
ping, restaurant and entertainment 
guides. Passers-by can read the latest 
news as purveyed by the newsagency or 
newspaper of their choice, book seats 
on trains months ahead or be guided: to 
places of interest, where they can arrive 
helped by a map and armed with the 
relevant local history. 

Many of the computers are without 
keyboards or buttons; The seeker of in- 
formation must simply touch the correct 
. command on the screen. And anything 
"which appears on it can be printed out 
almost instantaneously. Most of these: 
services are free, but for a small fee at 
Mhe local railway station an un- 
mployed person can find a job for the 
ay, or longer, first scanning and then - 
g gradually narrowing down the options 
according to the line of work, hours 
worked, geographical area, desired sal- 
y, and so on. 
® SUSUMU was familiar with. the 
5r 5,000 or ¥ 10,000 cards for train rides: 
‘good for multiple use until the amount. 
used up) and of course, the similar 
ublic A p cards — a joutnalist’s 
ream, particularly if he has to make 
"requent long-distance calls while work- 
from outside the office. Now large- 
enomination cards are available for 

he ubiquitous pachinko (pin-ball) par- 
sours as well. The automation of this 
gely mindless national pastime had 
ready made it unnecessary for the 
layer even to use his thumb to flick the 
alls up into the maze of traps and 
moles, removing the dextrous element 
f skill which was the game's only point. 
ow that the player does not even have 
feed coins into the slot, it is even more 
ifficult to explain why so many people 
pend so many hours crouched among 
anks of these machines. The noise is 
pporific, it is said. 
Coffee-vending machines are now 
quipped with digital displays which in- 
əm the thirsty how many more sec- 
ds will elapse before. the. machine 
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stops pouring and the paper cup can be 
picked up. In hotels and expensive res- 
taurants, urinals are equipped with 
infra-red sensors which bring automatic 
flushing after each use. Toy robots also 
use infra-red so that they will follow the 
master. 

€ WE have all seen diagrammatic maps 
of underground railway systems in the 
world's major cities, naming stations on 
the line and illustrating intersections. In 
Tokyo now, some lines have such elec- 
tronically operated maps, with a glow- 
ing red light marking the passenger’s 
whereabouts, while a green arrow indi- 
cates his next stop. A similar display can 
be found at some bus stops, which indi- 
cates when the next bus leaves the previ- 
ous stop and is on its wa 

€ SOON the electronic information will 
be for gaijin too, l'm sure. Meanwhile, 
Tokyo's famous meeting place — in 
front of the Shinjuku railway station — 
boasts an old-fashioned message board, 
with personal messages scrawled in 
coloured chalks. But another message 
board is hi-tech: it is the exact reproduc- 
tion of that at Shinjuku at another sta- 


tion along the Keio line — with the mes- | 


sages transmitted by optic fibre. 


Technology changes, but messages | 


don't. An irate fellow wrote at 4 p.m. on 
one recent afternoon: "Kyoko, I've 
waited for you since 3:15." 
€ WELL, some messages change. Over 
the years l've seen many extracts from 
Japan's first highway code but, thanks 
to Alice Greenway, I can now supply 
the full version of the rules of the road 
put out in Pyongyang. Korea, by then 
Japanese colonial authorities: 
- Motor Car Regulations 

o. Pyongyang 1917 
» You must drive your automobile at 
the rate of 8 knots (20 miles) per hour on 
the city road and 1Z'knots (25 miles) on 
the country road. 
» In narrow place of corner and bridge 
speed slowly. 
» When you see the policeman throw- 
ing up his hands. you must not pass in 
front of him. 
» When you pass the corner and the 
bridge ring your horn. 
» When you get ahead of the passenger 
on foot or the cow or the horse you must 
ring your horn. 
» When you meet the horse and the 
cow speed slowly and take care to ring 
horn and not be afraid of them. 
» Last year the rule was: "Drive slowly 
when you meet the horse and the cattle, 
do not make them afraid and carefully 
make the sound. If they afraid the sound 
you must escape a little while at the side 
of the road till they pass away. 
» When you drive the motor car do not 
leave from the driver seat and take care 
lest unexpected trouble happen. 
» Do not drive the motor car when you 
get drunk and do not smoke on the 
driver seat. 
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drank and sang karaoke (it had nothin 







































» When two cars are driving in the road 
if there is another car in front of you o 
behind of you you must keep 60 yards 
away from him. If you go ahead of him 
ring horn and pass him. 
> When you cross the railway wait unti 
the train and other cars pass through. 
» The front of the automobile mus 
have two lamps to shine 60 yards away. 
The behind lamp of car must be seen 
from 60 yard point. 
» When anything the matter with youi 
car you go police office and tell him. — 
» If you have permit to drive do no 
give to other man. - 
» When you want to have a driver 61 
exchange another you must enclose 
driver’s address, career and age. : 
» You must always write number it 
your automobile. The wide of the be- 
fore number is 3 inches and long is 4 
inches. The wide of the behind numbet 
is 4 inches and the long is 5 inches. 
Special notice: You must never pu 
overload on your automobile. The li: 
cence capacity of your Ford car is five 
persons — two in the front house and 
three in the back house. E 
Rules of the road in Japan. At th 
rise of the hand of policeman, stop 
rapidly. Do not pass him by or other 
wise disrespect him. When a passeng 
of the foot hove in sight, tootle t 
horntrumpet to him melodiously a 
first. If he still obstacles your passage 
tootle him with vigour and express b: 
work of the mouth the warning, “H 
Hi". Beware of the wandering hors 
that he shall not take fright of you as yo 
pass. Do not explode the exhaust box a 
him. Go soothingly by or stop by t 
road-side till he pass away. Give bi 
space to the festive dog that makes sport. 
in the roadway. Avoid entanglements of | 
dog with your wheel-spokers. Go sooth- 
ingly on the grease-mud, as there lurk. 
the skid-demon. Press the brake of th 
foot as you role around corners to sav 
the collapse and tie-up.9 : 
è OH, those dear dead days of skid- 
demons, when the Japanese assume 
that any car must be a Ford! 
€ AT a hot springs resort hotel nea 
Mikawa, the birthplace of the great sho 
gun, Tokugawa Ieyasu, Paul Hoff a 
family found it under renovation, with a. 
bright new sign indicating the way to the 
main restaurant, where guests ate, 


to do with organs of secretion, mini 
banks or information): | 
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Not a happy one... 


Expatriate and local officers all worried about 1997 


By Emily Lau in Hongkong 
: ae Hongkong police is facing a dou- 
ble problem in its attempts to pre- 
pare for the return of the territory to 
Chinese sovereignty in 1997 — some ex- 
patriate officers and longer-serving 
Chinese ones show a lack of enthusiasm 
for remaining on the force or even in 
Hongkong after the handover. 

The reasons are different but the re- 
sult equally disturbing. Expatriates, 
whom officials. would like to see still 
filling half the senior officers’ posts 
after the British leave, are worried 
about Hongkong as a secure career and 
about their pension rights, while many 
Chinese officers would like the opportu- 
nity to leave for fear of reprisals after 
British control ends. 

The government's plans for localisa- 
tion of what is now known as the Royal 
Hongkong Police will begin in earnest in 
1988. The administration would like to 
see local Chinese making up half of the 
400-odd gazetted officers — those of 
superintendent rank and above — by 
1997. The present ratio of gazetted of- 
ficers is 70% expatriates and 30% 
Chinese. 


Proposals for localisation and com- 


. pensations for expatriates affected are 


to be approved in the next few 
months by the Executive Council, 
Hongkong's highest policymaking 
body. If the proposals prove to be in- 
adequate, the government will be 
forced to scrap the present policy of 
promotion by merit and will have to 
fast-stream unqualified local officers 
into high positions. 

Since World War II, the govern- 
ment's policy has been aimed at fully 
localising the civil service, except the ad- 
ministrative service and the police force 
from inspector level up. This was to en- 
sure British control over the administra- 
tion and law-enforcement. 

According to the Sino-British joint 
declaration on the future of Hongkong. 
the head of the police in the future 
Hongkong Special Administrative Re- 
gion (SAR) must be a local Chinese. 
However all policemen may “remain in 
employment and continue their service 
with pay, allowance, benefits and condi- 
tions of service no less favourable than 
before.” 

Senior assistant commissioner of 
police Keith Lomas, who is in charge of 
personnel and training, says the locali- 
sation policy is geared towards the im- 
plementation of the joint declaration. 
The aim is to have a Chinese commis- 
sioner of police and one Chinese deputy 
commissioner by 1995, if not before. 

Present commissioner Raymon An- 


ning, 55, was appointed in April 1985 on 
a three-year contract. Even if Anning’s 
term of office is not extended in 1988, it 
is highly unlikely that a local Chinese 
will be appointed commissioner then. 
Although the British are on their way 
out, it is certain they would want to re- 
tain control over the 25,000-strong 
police force up to the last moment. 
Further, for the sake of a British pre- 
sence and a symbol of London’s com- 
mitment, many Hongkong people 
would like to see the British in charge of 
the force up to the end of transition. 

In the past 18 months, the morale of 
the police force has been affected by the 
uncertainty over localisation; compen- 


sations for officers affected and for 
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Anning; Lomas; Tallon: concern among older officers. 


those who do not wish to serve under 
the SAR government; guarantees over 
their pensions, and British citizenship 
for local officers who feel they are in a 
vulnerable position. 


Fs with the future of the force vis- 
à-vis 1997, the traumas and scandals 
the force experienced in the past now 
appear insignificant. In the 1960s and 
1970s, the force was riddled with cor- 
ruption and triad elements to the extent 
that a British satirical magazine once 
called it “the best police force money 
can buy.” 

In the mid-1970s, morale was at an 
all-time low when hundreds of police- 
men were investigated by the Indepen- 
dent Commission Against Corruption 





(ICAC). It culminatéd in the notoriot 
police mutiny and the assault on ICA: 
headquarters in November 1977 whic 
forced the then governor, Sir Murra 
MacLehose, to declare a partial am 
nesty for corruption offences commi 
ted before January of that year. 

With the end of British administr: 
tion in sight, the four police staff a: 
sociations informed the government : 
the end of last year that there was cons 
derable concern among local and expa 
riate officers about their future an 
asked that this be made known to Br 
tain. "All we can do is to make it mo: 
attractive for them to stay, and most ur 
attractive to go," a senior governmer 
official said. | 

Officials stress localisation shoul 
not be implemented at the! expense c 
police morale and efficiency. There. 
fear of an exodus of competent Chines 
policemen in the early or mid-1990s 
leaving a vacuum in the force just at 
time when the need for law-enforce 
ment in the face of economic and polit 
cal uncertainty might well be at its peak 

Peking official 
are also concerne: 
about the future o 
the police force 
which is a key facto 
in maintaining pros 
perity and. stability 
In the past, the com 
munists have regard 
ed the police, to 
gether with the mili 
tary and the courts 
as "tools of repres 
sion" by the colonia 
administration. Bu 
with police morak 
and confidence a 
stake, Chinese lead: 
ers have made sooth. 
ing noises, saying 
police personnel anc 
their job description: 
will remain © un 
changed after 1997. 

Despite thc 
gloomy long-term 
outlook, Lomas says 
there are no indica- 
tions of low morale. But he admits there 
are areas of concern and all of them 
have been passed on to the government 
Young junior officers are carefree anc 
do not think about 1997. They are more 
concerned with pay rises and staff quar. 
ters. Those who have been in the force 
longer, especially those who have 
served during the Cultural Revolutior 
riots in 1967, are apprehensive anc 
some of them do not want to serve 
beyond 1997, Lomas said. 

There is admitted concern about the 
payment of pensions after 1997. Ac- 
cording to the joint declaration, the 
SAR government will pay to civil ser- 
vants who retire or complete their con- 
tracts, and to those who retire before 
1997, “all pensions, gratuities, allow: 
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ances and benefits'due to them on terms 
no less favourable than before, and ir- 
respective of their nationality or places 
of residence." The main worry about 
the pensions is whether the SAR gov- 
ernment will keep its promise, and 
whether the Hongkong dollar will keep 
its value in relation to other currencies 
after 1997. 

The worries and concerns of the local 
senior officers are more complex. 
Lomas said the young officers know 
they will continue to work in the force 
beyond 1997 and with localisation, they 
will be promoted faster than before. 
They have some concern about the fu- 
ture but are not worried about 1997, 

However, the older local inspectors, 
particularly those in their 40s and who 
go back to the 1967 riots, are concerned 
about treatment by the SAR govern- 
ment. In January 1983, the year the Bri- 
tish nationality act came into force 
creating three classes of citizenship, 
450 local inspectors wanted to apply en 
bloc for British citizenship but were per- 
suaded by the police management to 
drop the idea. In August of 
that year, 23 applications were 
submitted. The British. Gov- 
ernment has still not made a 
decision. 

London is concerned that 
any decision to grant British 
citizenship to policemen may 
trigger off a deluge of similar 
applications. Feelings ran high 
at a meeting held several 
months ago between officials 
from the civil service branch 
and Local Inspectors Associa- 
tion (LIA) members. *The 
government told us something 
to the effect that expatriate of- 
ficers would have the option of 
getting their compensations 
and could leave before 1997, 
while we were urged to stay on 
to face the music. We did not 
like it at all,” said a local of- 
ficer. 


IA chairman Li Shu-fung 

said the government could 
ancrease confidence and boost 
morale among local officers by giving 
British citizenship to those officers who 
want it. This would calm jittery local of- 
Kicers and demonstrate that the British 
IGovernment will keep its word on the 
mationality act which says Hongkong 
sivil servants may apply for British 
zitizenship on the basis of their service 
ko the crown. 

"If they do not keep their promise on 
»omething that is written in black and 
white, how can they be trusted to hon- 
ur other verbal commitments?" Li 
asked. No matter what decision London 
"omes to, Li said, it must let the police 
.nOW as soon as possible so that those 
who are worried can make other plans, 
much as emigrating to Canada, Australia 
wr Taiwan. 


—— e 





In order to help prepare the local of- 
ficers for service in the SAR govern- 
ment, Li suggested that senior police of- 
ficers be allowed to travel freely to 
China and Taiwan to see the latest poli- 
tical and social developments. At pre- 
sent, severe restrictions are placed on 
such visits by senior police officers. 

The worries of expatriate officers 
mainly centre round localisation, com- 
pensations and pensions. In the face of 
the government's repeated assurances, 
there is still a widespread feeling that 
despite plans which call for 50% of ex- 
patriate senior officers after 1997, there 
will not in reality be a place for them in 
the SAR structure. 

Chairman of the Expatriate Inspec- 
tors Association (EIA), David Tallon, 
said the EIA first expressed concern im- 
mediately after the initialling of the 
joint declaration in late 1984, when 
morale was very low. Since then it has 
improved a bit because they have 
realised that localisation is not going to 
proceed as fast as they had feared. 
About 30% of the 2,000-odd inspectors 
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Li (left) and LIA vice-chairman Fong: local jitters. 


are expatriates. Of these, 500 are re- 
cruited on contract terms. 

Tallon said his personal view was 
that the tenor of the Sino-British joint 
declaration implied that expatriates 


would not be welcomed in the SAR. 


The government is due soon to sub- 
mit a package of recommendations on 
compensations for those affected by the 
forced pace of localisation. The officers 
concerned will be offered a lump sum, 
depending on their age, length of ser- 
vice and salary. The arrangement will 
be flexible to allow officers either to ac- 
cept the offer immediately or stay on for 
a time with smaller compensation. It is 
estimated that not more than 70 officers 
will be affected. 

The harder nut to crack is the general 
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compensation scheme for officers who 
do not wish to serve the SAR govern- 
ment. Some expatriate officers have ar- 


gued that since they belong to Her 


Majesty’s Overseas Civil Service 
(HMOCS), and are overseas officers 
appointed by the British Government, 
they should be entitled to compensa- 
tions if they lose the protection of the 
crown. At present, there are 1,200 
members of the HMOCS in Hongkong, 
500 in the police force. 


B oi government insists that a general 
compensation scheme does not exist 
and "the problem is more apparent 
than real." The administration regards 
all Hongkong civil servants — there are 
a total of 170,000 — as serving the 
Hongkong Government under the 
crown and refuses to make out a special 
case for the police. Sources said ar- 
rangements could be made for officers 
involved in sensitive posts such as Spe- 
cial Branch or anti-communist ac- 
tivities, but not for others. 

It is understood if any general com- 


pensation were to be considered, it 


would only be done in the early 1990s 
and would not be in place until 1995, 
The government insists that it is too 
early to say who has special claims. 

The local inspectors have also de- 
manded that compensation be granted 
for those who do not wish to serve under 
the SAR government. Some of them 
said localisation is just window dressing, 
and believe that in fact between now 
and the mid-1990s many more expat- 
riates will be promoted quickly to en- 
able them to get bigger pensions. 

They wonder what criteria the gov- 


ernment will use to identify high-flyers - 


and how it intends to find out if these are 
acceptable to China. The feeling in gov- 
ernment is that there is no way of anti- 
cipating China's wishes, though the 
issue may be discussed by the Sino-Bri- 
tish Joint Liaison Group (JLG) closer to 
the changeover. The JLG is a diploma- 
tic body set up to liaise on the im- 
plementation of the joint declaration. 
In a further attempt to boost morale 
in the entire civil service, the govern- 
ment is proposing a new pension 
scheme for next year. It is an optional 
scheme and will guarantee a civil service 
career to the age of 60, except for èx- 
patriate administrative officers who 
have to retire at the age of 57. The 
biggest attraction is that 5096 of pension 
can be commuted into a lump sum on re- 
tirement, compared to the present 25%. 
Government officials insist the 
morale of the police force has to be seen 
in the context of the entire civil service, 
if not the entire community. There is 
still uncertainty over Hongkong's long- 
term future and not a lot the govern- 
ment can do to allay those fears. It ulti- 
mately depends on the way China han- 
dles things in the transition period, 
which will be seen as a taste of things to 
come after 1997. R| 
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: E By Paisal Sricharatchanya in Bangkok 
| § ower oil prices! Increase the invest- 
ia ment budget! Create more jobs! 
| i Speed up the Eastern Seaboard indus- 
| trial development programme! 
| These are but a few of the campaign 
— promises offered by the 16 parties con- 
| testing in the 27 July general election. 
|. For the first time, economic issues are 
I assuming an unprecedentedly high pro- 
file in their policy platforms. In short, 
. allare promising the nation a better eco- 
. nomic life. 
| The new emphasis is hardly surpris- 
. ing. Since the last general election in 
. | 1983, Thailand has gone through an ex- 
. tended period of economic slowdown. 
. Depressed commodity prices, which 
— have reduced export earnings, and farm 
= incomes have been exacerbated by an 
austere government policy designed to 
. curb overspending and reduce the coun- 
 try's heavy external-account deficits. As 
a result, economic growth has fallen 
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| 
| from the historically high level of 7% to 
a around 4%. 
. | While this still represents an impres- 
| sive achievement by international 
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= standards, slowed economic growth has 
prompted adverse repercussions here. 
The gloomy atmosphere that prevailed 
| throughout the whole of 1985 only gave 
| way to one more optimistic earlier this 

| year when oil prices declined and in- 
| terest rates began to fall. 

: So the politicians are seizing the elec- 
tions as an opportunity to promise 
change. But while most parties are sing- 
ing the classic tunes of raising crop 
. prices and improving the lot of the rural 
| poor, few seem to possess a comprehen- 
| sive blueprint designed to systemati- 
-— cally address all the country's economic 
| ills. What transpires is largely a collec- 
tion of proposed programmes aimed 
. more at tackling specific trouble spots in 
| the short run than rectifying longer- 
| term structural problems. 

Those parties now crying for radical 
| policy reforms may find it difficult to 

fulfil their promises in the event they be- 

. come part of the post-election govern- 

| ment. For a start, none of the contesting 
parties is expected to emerge with a 

| clear majority in the 347-seat House of 
— |. Representatives — which highlights the 
— | prospect of another coalition like the 
| outgoing regime and the consequential 





| amalgamation of differing party 
| policies. 
| Most parties were caught off-guard 


| by the 1 May House dissolution 
— | (REVIEW, 15 May);some were forced to 
= | recruit fresh university graduates to 
. | meet legal requirements that each must 


| field at least 174 candidates, or half of 
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Promise of the good life 


3 A plethora of parties offers quick fixes for a sagging economy. 


the total to be elected to office. Four 
small parties were disqualified, but the 
16 others that met the requirements 
produced a record 3,813 candidates — 
or more than double the 1,880 contes- 
tants in the last general election. 

The prospect of Prime Minister 
Prem Tinsulanond returning to serve 
another term does not hold much hope 
for dramatic policy shifts. Prem is 
known to be a cautious leader who takes 
into consideration the views of all par- 
ties — including those of his conserva- 
tive economic advisers — before he 
makes a decisioh. Although the auster- 
ity drive of recent years has restored a 
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reasonable degree of economic and fi- 
nancial stability — some government 
economists now say the country can af- 
ford to be “less restrictive" — the broad 
thrust of another Prem-led administra- 
tion is likely to remain cautious. 


T parties’ rosy campaign promises 
do not guarantee votes. While more 
sophisticated voters in Bangkok and 
selected up-country towns may cast 
their ballots based on party policy, 
they also harbour no illusions about 
how much the parties can really de- 
liver. A recent series of seminars here 
addressed the alarming degree of dis- 
enchantment with politics among Bang- 
kok voters, with some critics accusing 
certain parties of lying in their cam- 
paigns. 

[n office since the last election three 
years ago, partners in the outgoing coal- 
ition in particular could hardly escape 
responsibility for the economic slow- 
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down. Meanwhile, party policy state- 


ments carry little weight in the coun- 
tryside where personalities, influence 
and money remain the key factors in 
winning elections. 

One important change sought by 
most parties in the July elections is the 
removal of non-partisan Finance Minis- 
ter Sommai Hoontrakul, the austerity 
policy's chief architect. Although the 
tough, no-nonsense minister was 
praised by the foreign financial commu- 
nity for steering Thailand away from be- 
coming a debt-ridden country like the 
Philippines, his uncompromising style 
on top of the austerity drive has gener- 
ated much resentment at home. 

Not surprisingly, most parties are ad- 
vocating more expansionary strategies. 
Democrat Party leader and Deputy 
Prime Minister Bhichai Rattakul said at 
a recent political forum: *We believe 
that recovery through austerity is a 
sound remedy only when it is the last re- 
sort. With Thailand being a developing 
country, it would probably take 
longer to recover from a reces- 
sion than our people could toler- 
ate, and in the process could 
conceivably create undesirable 
political disorder. This was 
exactly what happened 
which led to the recent political 
change. We do not intend to re- 
peat this mistake." 

The Democrat Party is per- 
haps the best-organised party in 
the country — it is fielding 312 
candidates, the largest number 
of any party — and is expected 
to muster substantially more 
than the 59 House seats it held 
previously. The party will likely 
act as the core of a new coalition. 
The party has already indicated 
it wants control over finance 
among other cabinet portfolios. 

Asked whether he would op- 
pose Sommai's return, Bhichai 
said: "Sommai is a good and cap- 
able man, but we'd prefer some new 
blood." A respected economist and 
former senior central banker Suphachai 
Panichpakdi, recruited as the party's 
economic-policy strategist and contest- 
ing in the eastern Bangkok suburb of 
Bangkapi, is seen as a possible deputy 
finance minister. 

The continuing decline in farm-crop 
prices, rising foreign debt and un- 
employment, the low rate of national 
savings and investment plus deteriorat- 
ing social conditions are among the 
areas identified by Bhichai as being of 
pressing concern. 

Bhichai has pledged to raise the gov- 
ernment's investment budget from the 
stagnated level of Baht 34 billion 
(US$1.25 billion) a year to Baht 40 bil- 
lion as an immediate stimulant to the 
economy. He also has called for speedy 
implementation of the ambitious East- 
ern Seaboard Development Program- 
me (ESDP), which has been fraught 
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Bhichai, in a different approach to the 
ESDP than Suphachai, stresses the pro- 
gramme's industrial deep-sea port pro- 
ject and an adjacent fertiliser complex, 
while Suphachai has emphasised the im- 
portance of another commercial port 
project as vital infrastructure for the 
promotion of exports. 

In the longer run, the party aims to 
promote export-oriented industries — 
with a target to raise aggregate export 
earnings from Baht 200 million at pre- 
sent to Baht 250 billion in four years. Its 
long-term goal is to ensure “self-suffi- 
ciency and economic independence in 
both the industrial and agricultural 
Helge eo DM 

In a separate interview, Suphachai 
emphasised the redistribution of wealth 
to poorer regions outside Bangkok. He 
conceded the party has no macro-eco- 
nomic strategy but said it does have in 
mind micró-development programmes 
fór the country's various regions. 

. Meanwhile, the Chart Thai Party — 
also expected to win a substantial share 
of seats in the elections — has pledged 
to drastically cut retail oil prices to 
stimulate the economy. Industry- 
oriented, the party advocates the trans- 
formation of the national oil company, 
the Petroleum Authority of Thailand, 
into a non-profit organisation so that 
consumers engaged in industry, agricul- 
ture and transport can benefit from 
lower costs. 


b most other parties, Chart Thai 
advocates greater promotion of 
tourism to raise additional foreign ex- 
change in the face of depressed com- 
modity prices. Another plank in the 
party's platform is the privatisation of 
new toll roads to create jobs and im- 
prove the up-country marketing network. 

In what analysts see as a tactical 
move aimed at preparing the party for 
possible inclusion in the new govern- 
ment, long-standing Chart Thai leader 
Pramarn Adireksarn recently stepped 
down to make way for his deputy, 
Chatichai Choonhavan. Since the party 
assumed the opposition role after its 
failed attempt to form a government fol- 
lowing the 1983 election, Pramarn has 
frequently been critical of the Prem 
administration. Chatichai, one-time 





foreign minister and industry minister,. 


is seen to be more acceptable to Prem. 
Also advocating the ESDP’s con- 
tinued implementation and “the need 
for new stimulants to spur economic 
growth,” the Social Action Party (SAP) 
is putting heavy emphasis on tax re- 
form. The party’s rural-development 
programme, whereby about Baht 3 bil- 
lion annually is channelled directly to 
poor villages, will be continued, it says. 
While agricultural development re- 
mains its priority, the SAP is calling for 
a long-range, comprehensive program- 
me to ensure a supply/demand equilib- 
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consumption and export — plus diver- 
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sification from the few existing major 
crops. 

Before the House dissolution, the 
SAP was the largest coalition partner, 
with 101 seats. But a subsequent spate 
of mass defections has vastly dwindled 
party ranks. As SAP leader, Deputy 
Prime Minister and Foreign Minister 
Siddhi Savetsila, told a recent political 
gathering: "There are those who enter- 
tain the forlorn hope that the SAP is 
now in shambles. It is true that mass de- 
fections have hit the party. But it is 
equally true that it has left our party in 
better shape and better hands." It is 
fielding 240 candidates. 

Perhaps the most innovative policy 
initiative — and potentially one that 
could have a far-reaching impact — 
comes from former Bangkok Bank pre- 
sident Boonchu Rojanastien, deputy 
prime minister and economic overlord 
during 1980-81. Boonchu heads the 
newly formed Community Ac- 
tion. Party (CAP), which is 
modelled along the lines of 
Singapore’s People Action 
Party. Boonchu advocates a 
three-year moratorium on all 
government debt-service obliga- 
tions both domestic and 
foreign — so that this huge 
chunk of the budget could be 
used in productive investment to 
accelerate economic recovery. 

Thailand is in no danger of 
having to reschedule its debts. 
But rather than committing 
more borrowings to finance new 
development schemes — which 
Bangkok will have to do any- 
way — Boonchu is proposing 
that: “We should talk to the same 
group of international creditors, 
secure their agreement [for us] 
to temporarily stop  servic- 
ing the interest and princi- 
pal. We will of course repay 
them later [after the moratorium 
period] when our accelerated invest- 
ment programme would have borne 
fruit.” 

If the proposal is accepted by the 
new government — or, more impor- 
tantly, by Thailand’s foreign creditors 
— it could spark an economic boom. 
Debt servicing is the government’s 
largest single budget item, with Baht 
56.1 billion earmarked for the purpose 
under fiscal 1987, which starts in Oc- 
tober, or roughly 25% of the total 
budget. . 

Meanwhile, Boonchu is running for 
office in the Central Plains rice-market- 
ing centre of Nakhon Sawan to sym- 
bolise the CAP’s priority of develop- 
ing agriculture and agro-industries. 
Through proposed streamlining of the 
entire marketing process and the setting 
of floor prices for major crops, CAP 
promises to double rural incomes in 
three years. 
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Military leaders seek power via 
politics rather than coups 


By John McBeth and Paisal Sricharatchanya 


p^ 
A^ 
r 


| 
Í 
| 






{ 


! 


here was a time when the Thai mili- | 
tary only deigned to play politics on 


its own terms. But with a new “en- 
lightened” officer corps and a general | 


acceptance of the fact that coups do the 
country more harm than good, those 
days may be coming to an end. 

The general election slated for 27 
July is a graphic example of how far- 


be 


civilian-dominated politics have come | 
the - 
emergence of a new party formed under 
the leadership of newly retired deputy | 
Thienchai 
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in recent years. Another is 


army commander Gen. 





Sirisamphan and assistant army com- | 


mander Gen. Mana Rattanakoset. 
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“The allegation in the past has been | 
that soldiers disdain politics and would | 
rather seize power through the barrel of | 








a marble-lined reception room of his | 


three-storey Paholyothin Road home. | 
"But this is now outdated," he con- | 
tinued, “and we think we are proving it | 


by forming a party to fight through the - 
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parliamentary system. We are trying to — 
set an example for other military offic- | 


ers to follow." 






Thienchai and Mana are, in fact, | 


only two of an unprecedented number | 





of retired army officers who have de- | 
cided to put their popularity to the test | 
at the ballot box. Among them are at | 
least four Young Turk colonels, who © 


were drummed out of service for their — 









role in the April 1981 rebellion that | 


brought the country close to civil war. 






A one-time Special Forces com- | 
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| mander and former chairm 
ui State Railways of Thailand board, 


that characterisation. 





Thienchai was courted by several estab- 
lished parties after the leading part he 
played in crushing Thailand’s most re- 
cent coup attempt on 9 September last 
year, shortly before his retirement. But 
he resisted those overtures and instead 
teamed up with Mana, a military 
academy classmate whose former close 
relations with retiring supreme com- 
mander Gen. Arthit Kamlang-ek ap- 
pear to have run their course. 

Because it takes six months to go 
through the laborious process of regis- 
tering a new party, the two generals 
formed a liaison with retired Col Pat- 
tana Payaknithi, a former military at- 
taché to Saigon (now Ho Chi Minh City) 
and turned his moribund Sahachat 
Party into what is now known as the 
Rassadorn, or People’s Party. It is field- 
ing 253 candidates, or the fifth-largest 
number among the 16 parties contesting 
in the election. 

Most observers have been quick to 
dub Rassadorn the party of the military, 
but the bluff general is not happy with 
“The reputation 
of being a pak taharn [military party] 
has been given us by other people, but 


CHINA 


Hu’s many roles 
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't cons der oür se Ives. AS such,” 


said. “Eventually there will be just afew 


military officers, and we don’t want to 
draw any distinction otherwise we will 
lose our symbol of being a party of the 
people.” 

Apart from Thienchai and Mana, the 
only other senior military candidate is 
former Supreme Command officer 
Lieut-Gen. Chalom Visamon, who is 
standing in the eastern coastal pro- 
vince of Rayong, though a sprinkle 
of other lower-ranking former officers 
are also running under the party ban- 
ner. 


hienchai will be contesting a seat in 

the Central Plains garrison town of 
Lopburi, north of Bangkok, where his 
main opponent will be Chart Thai candi- 
date Lieut-Gen. Anek Bunyathi, a form- 
er Special Warfare Centre commander. 
The fact that Lopburi is the home of 
Thailand's two Special Forces divi- 
sions may make it a hotly contested 
race. 

Although Saeng Sanguanruang, a 
former adviser to Prime Minister Prem 
Tinsulanond, is understood to have 
been responsible for drafting the party's 
policy statement, Thienchai declined di- 


The statesman abroad plays commissar at home 


| By David Bonavia in Honkong 


he recent visit to Western Europe by 
Chinese Communist Party (CCP) 
General Secretary Hu Yaobang, did not 
seem to make a big impression on his 
hosts or on the Chinese public, despite 


. efforts on both sides to represent it as 
| being of great importance. It was the 


first-ever visit by a Chinese party leader 
of his rank to Western Europe, and he 
was accorded head-of-state treatment, 
enjoying for instance an invitation to 
lunch with Britain's Queen Elizabeth. 
He was also given the red-carpet treat- 
ment in West Germany, France and 
Italy. 

However, European leaders were, 
and are, extremely preoccupied with 
the question of economic sanctions 
against South Africa, which has become 
a highly divisive issue among Nato 
member states. China, which has no of- 
ficial or economic relations with South 
Africa, has little to contribute to the de- 
bate. 

Coverage of Hu's trip in the Chinese 
media was very intense, but he is not a 
photogenic personality. He is as demon- 
strative as an Italian, and gets caught by 
the camera in ludicrous-seeming poses, 


| gesturing in an exaggerated, highly un- 


| 
í 


| Chinese manner. His small stature is 


also against his image as a world states- 


38 





man. His political mentor Deng Xiao- 
ping, is also short, but where Deng is 
craggy, Hu is bird- like. 

Western governments may be for- 
given for wondering just how important 
a role Hu is destined to play in China 
when Deng — as some anticipate — 
gives up his official positions next year. 
At 71, Hu is already approaching the 
age at which it is these days considered 
proper to move back to the "second 
rank" of the leadership, if not to retire 
altogether. 

Unless Hu, like Deng, disregards the 
recent party guidelines on timely retire- 
ment, he might find himself almost a 
lame-duck figure, with his successor, 
widely expected to be the 57-year-old 
Hu Qili, hovering restively at his back. 
Although obviously capable in organi- 
sational matters and relatively open- 
minded about politics and cultural af- 
fairs, Hu lacks the legendary personal 
history which marks most of the other 
surviving participants of the 1935 Long 
March. 

Four aspects of Hus political 
background probably account for his 
appointment to the revived post of gen- 
eral secretary in 1980, First, he served in 
the proximity of Deng for nearly three 
decades — from the Jiangxi Soviet to 
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je. 2 wil i Supr porting Prem for 
another term. He was also cau- 
tious when asked to assess the out- 
going administration saying: “It may 
have had problems I don't know 
about." 

Thienchai believes civilian politi- 
cians these days are an improvement 
over what they were before and said 
that unlike many of his uniformed col- 
leagues he has no conflict with or any 
strong feelings towards the Democrat 
Party. Asked whether he disapproved 
of the mass defections that led to the 
collapse of Prem's ruling coalition in 
May, he replied: “I don't look on this as 
something bad. If they have problems, 
there is no reason why they shouldn't 
leave and team up with another par- 
6, i 

A member of the Bank of Asia’s exe- 
cutive board and a close friend and golf- 
ing partner of its president, Yot 


Euachukiati, Thienchai said the party's 
financial support will come from busi- 
nessmen and individual party members. 
Brushing aside rumours that the party is 
financially backed by the bank, he said: 
"Banks cannot get involved in poli- 
tics, but individuals [who own or run 
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Hu in London: caught by the camera. 


the Southwest China Administrative 
Bureau. Secondly, he worked mainly as 
a political commissar, at one time in the 
Communist Second Field Army whose 
senior commissar was Deng. Thirdly, he 
has wide experience of youth work and 
was leader of the Communist Youth 
League from 1952-64. And lastly, he has 
wide and varied experience of provin- 
cial administration. 

Hu's European tour preceded two 
important political events in China. 
One was the commemoration on 1 July 
of the 65th anniversary of the founding 
of the CCP. The other was a seminar in 
Peking on legality as it affects party life 
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ade it clear he v i ' 10t be conte 
ing. Breaking his long silence in the - 
midst of growing speculation about his - 





parliamentary politics of former senior 
officers like Thienchai and Mana as a 
positive development. “During the last 
seven years in particular, it has been 
shown conclusively that more and more 
soldiers believe in democracy as a way 
of life in Thailand," Democrat Party 
leader Bhichai Rattakul told a recent 
political forum. 


T: Democrats — widely expected to 
M emerge; with the largest number of 
electoral successes — obviously have 
been watching such changes with anxi- 
ety. Owing,to its long-standing “anti- 
dictatorship” policy — a euphemistic 
phrase meaning opposition to military 
takeovers — plus its concerted efforts 
to build up grassroots support, the 
party has often been viewed with sus- 
picion by;the military (REVIEW, 19 
June). D 

In yet another attempt to allay mili- 
tary resentment, Bhichai emphasised at 
the same gathering: “We have nothing 
against the military. We are fully aware 
that a strong role for the military in the 
defence of democracy is indispensable. 


ind government, attended by Deng, Hu 
ind other top leaders, and partially re- 
»orted in the Chinese media. 


j? eking released a speech by Hu made 
in April. In it he voiced the 
itrongest criticism of the late chairman 
Mao Zedong ever published in China. 
de accused the former “great helms- 
nan" of not following his own precepts 
ind his theory of “contradictions” in 
ociety and in the party. “We must not 
orget," He said, “that at the peak of his 
heoretical work to develop Marxism, 
-omrade Mao Zedong wrote a brilliant 
'ssay, On Contradictions." 
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freedom.” 

Former southern-based 4th Army 
commander Gen. Harn Linanond, now 
a deputy party leader, represents the 
Democrats’ most important link with 
the military. Known to be on good 
terms with newly appointed army com- 
mander Gen. Chaovalit Yongchaiyut, 
Harn is expected to assume a key 
cabinet post — possibly as interior 
minister — in a post-election coalition 
of which the party is likely to be a major 
partner. 

Of the three former Young Turk of- 
ficers recruited by the Democrats for 
the upcoming polls, Col Charnboon 
Pentrakul is contesting in Bangkok’s 
military-dominated Dusit district. 
Meanwhile, another prominent former 
Young Turk leader, Col Prachark 
Sawangchit, is running as a Chart Thai 
candidate in the capital's northern sub- 
urb of Bangkhen. 

Although the Democrat Party has 
not extended any formal invitation, in- 
dividual leaders are known to have pri- 
vately asked Prem to contest as a Demo- 
crat candidate. But the prime minister 


Hu went on: *He expounded the 
fundamental method of understanding 
the world . . . but he badly confused the 
two types of contradictions, especially 
those developing in matters within the 
party." This led to the launching of the 
disastrous Cultural Revolution in 1966, 
Hu said. 

On 3 July, Hu attended the seminar 
on legality held in the Zhongnanhai 
leadership complex in Peking. This was 
a logical follow-up to his criticisms of 
Mao. The two-line debate within the 
party is no longer so closely concerned 
with leftism and rightism, because both 
these terms have been virtually stripped 
of their meaning by their indiscriminate 
application in the interests of political 
factionalism. 

The real confrontation in China 
today. is between those who believe in 
less planning and state supervision, and 
those who think the economic reform 
and openings to the outside world have 
gone too far. 

The question of legality in adminis- 
tration is still a vital one, however, be- 
cause the various legal codes introduced 
since 1980 are too often ignored or man- 
ipulated by holders of power in the 
party and government who believe in 
"rule by men, not rule by law." Peking's 
chief problem is not making laws, but 
convincing the bureaucracy that they 
are there to be obeyed. ; 

Hu told the seminar that there 
should never be a reversion to the au- 
tocratic view of Mao that he as the 
leader could be “a bald [ungovernable] 
monk, with no respect for heaven [wu fa 
wu tian |." 


future political plans, Prem recently 
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told newsmen he decided against join- | 


ing the electoral race in order to pre- 


serve the (caretaker) government's 
neutrality. | 


j 
| 
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On the other crucial question of whe- | 


ther he would accept another term as 


prime minister, he commented: “There | 


are several factors to take into consider- | 


ation. These factors will be clear only | 
after the election." "' 

Immediately after Arthit's dismissal 
as army commander (REVIEW, 5 June), | 


there was speculation he might quit his - 
other, ceremonial, post of supreme — 
commander to contest the polls to try | 
recouping some political influence. But | 
reflecting his known disdain of party | 
politics, he vowed to continue as sup- | 


reme commander until retirement at the 


4 


end of August. Arthit’s former deputy | 


and staunch supporter, Gen. Chuthai 


l 


'Saengthaveep, who was transferred to 


1 


the inactive post of armed forces in- | 


spector-general, also decided against 
resigning, though he has indicated his 


intention to set up a party at a later 


date. 
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Hu returned to China as the new 
“hundred flowers" campaign was in- 


full swing. This has been widely mis- 
interpreted in the outside world as a 


sign of greater freedom for China's. 
artists. | 
Actually, no educated Chinese person 
in the mainland would believe such a - 
thing. Vg 


intellectuals and ‘creative 


The “hundred flowers" movement of 
1956, parodied by the ultra-leftist Gang 


of Four in 1974-75, was the harbinger of | 
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the worst crackdown on intellectuals — 


and dissidents until the advent of the 
Cultural Revolution. 


| 
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To raise again the tattered banner of | 


the “hundre 


flowers" is to remind in- t 


tellectuals that the freedoms they crave 


must not spill over into political opposi- 
tion or criticism of the government or 
party. The only time this became a seri- 
ous manifestation after the Cultural 


. MI 


Revolution was in the “democracy wall" 


period of 1978-1980, when authors pub-- 
lished numerous works — known as the 


"literature of the wounded" — on the | 


victims of the Cultural Revolution and. 


its aftermath. | 


wounded” to weaken his political oppo- | 


nents in the senior echelons of the Peo- 


ple’s Liberation Army, but cracked 
down on it after it had served its pur- 


pose. Most recently, Chief Commissar — 


Yu Qiuli warned. the PLA not to 


obstruct the current economic reform, | 
whose success or failure will determine - 


| 
| 


the future of socialism in China. This is — 
seen as much more important than | 


mythical concepts of “legality” and ko É: 
Ee 


tellectual freedom." 
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Deng used the “literature of the | 
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Now it's time to talk 


j The DJP and the opposition will negotiate constitutional reform 


By Paul Ensor in Seoul 
Ithough the government and the 


| . main opposition party have agreed 


to talk about possible revisions to South 
Korea's constitution, both sides are 
clearly undecided as to how to approach 
a committee they recently agreed to set 
up to discuss the issue. 

The ruling Democratic Justice Party 
(DJP) is trying to put together a propo- 
sal to counter the opposition New 
Korea Democratic Partys (NKDP) 
long-standing demand that the next pre- 


| sident should be elected directly, rather 


«^ 
a): 


than indirectly. The NKDP leadership 
is unresolved as to how much it should 
concede to the other side in this de- 
mand. 

Negotiations on the formation of the 
constitutional revision committee 
started on 4 June following a meeting 
between President Chun Doo Hwan 
and NKDP leader Lee Min Woo. Dur- 
ing the meeting, Chun agreed to allow 
the two parties to work together on 
the revisions. The president’s conces- 
sion to the NKDP followed months of 
confrontation between the two sides, 
which resulted in street violence during 
NKDP rallies seeking support for the 
revisions. 

The committee is expected to take 
months to come up with a revision pack- 
age, which is then to be passed through 
the national assembly by the end of the 
year and put to the country in a national 


referendum. The committee has not 


yet been formed because of a disagree- 
ment on seating arrangements, but this 
problem is expected to be resolved 
soon. 

Given the committee’s huge task — 
deciding on how power is to be transfer- 
red involves redefining the structure of 
future governments — few are willing to 
speculate on the panel’s success. “We 
have suddenly got an open field, when 
rumour and speculation are more im- 
portant than ever,” a Western diplomat 
said. Many of the rumours circulating 
are concerned with debates within the 


Opposing parties on how to approach 
. one another. 


For the NKDP, the prospect of 
negotiating with the government and 
making concessions on direct presiden- 


tial elections — an issue which has 


dominated almost all of its energies this 
year — is particularly troubling. Lee 
and NKDP adviser Kim Young Sam 
have become increasingly receptive to 
the idea of an agreement with Chun. 
However, Kim Dae Jung, who with Lee 
and Kim Young Sam has been the driv- 
ing force behind the opposition’s cam- 
paign for constitutional reform, remains 
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firmly opposed to any arrangement that 
does not include direct presidential 
elections. 

Ever conscious of speculation of a 
split between the two Kims, both have 
emphasised at every opportunity their 
solidarity. “They are trying to drive us 
apart,” said Kim Young Sam at a recent 
press conference, “but I can tell you, we 
are as close as ever.” 

Whatever the personal relations be- 
tween the two, the opposition is now 
facing some hard decisions. If it loses 


E. 
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the support of some of its more radical 
followers — who are mainly clustered 
around Kim Dae Jung — by making 
major concessions to the government, it 
could face a fierce backlash from within 
its own ranks. The party has already 
come under attack from militants. Rad- 
ical students disrupted an NKDP rally in 
Inchon in May, triggering South 
Korea's worst riot in years. 


Ta Rev. Park Hyung Kyou, a radi- 
cal church leader, said of the pro- 
posed constitutional revision commit- 
tee: “Any negotiation will not succeed 
because this is all just a game, played 
in front of the eyes of a controlled 
press.” Even to less radical NKDP sup- 
porters, a change in position would be a 
loss of political face. As one opposition 
insider put it: “Even moderate support- 
ers who want a peaceful resolution to 
this problem may not forgive those who 
actually make the concessions to acheive 
it." 

Another problem facing the NKDP 
in its efforts to meet its commitments to 
the radicals has been its inability to get a 
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the issue of political prisoners. During 
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the negotiations on setting up the con- 
stitutional revision committee, the op- 
position added a clause to its proposal 
insisting that all political prisoners be 
freed before discussions on revisions 
could begin. 

The DJP agreed to include the clause 
in the final agreement (some prisoners 
have already been freed), but the two 
sides disagree on numbers and timing 
and it is likely that discussions on con- 
stitutional revisions will go ahead re- 
gardless. Amnesty for many political 
prisoners is expected during national 
holidays in July and August. 

The DJP has so far confined its pub- 
lic position to attacks on direct presi- 
dential elections. The party is organis- 
ing public hearings across the country to 
explain its objections to direct elections 
— a move designed to counter the oppo- 
sition’s countrywide campaign in sup- 
port of direct elections. 

In anticipation of the referendum 
later this year and the possibility of elec- 
tions next year, the DJP is recruiting 
more members, having expanded its 
central committee from 5,000 to 8,000 
members. The drive is aimed at the 
young, urban, educated middle class — 
a sector of the community in which it is 
weak. 

The DJP has said it will offer a pro- 
posal on what form of government it 
favours on 15 August, National Libera- 
tion Day, and until then will study dif- 
ferent alternatives. Some sort of par- 
liamentary system is being floated in 
party circles as one alternative, but for 
the moment nothing is settled. 

Further confusing matters is the 
issue of local autonomy. Currently all 
local officials are appointed by Seoul, 
but the country is scheduled to intro- 
duce elections at the local level in 1987, 
though no clear plan for this has been 
set out. DJP national assemblyman Lee 
Jong Ryool said: “All of these issues, 
local to presidential, should be dealt 
with together if they are to work to- 
gether in the future." 

If the DJP and the NKDP are unable 
to come to some agreement when the 
constitutional revision committee is 
convened, the political balance will re- 
main stacked in the government's 
favour. Because of its majority in the as- 
sembly, the DJP will also hold a major- 
ity on the committee and, with the sup- 
port of minority parties, the ruling party 
can swing the two-thirds vote it needs in 
the assembly to put through its own mo- 
tion on any constitutional amendment. 
The DJP could also try to appease the 
opposition by changing existing election 
laws, but without amending the con- 
stitution. 

The only resistance the opposition 
could offer to such moves in the last re- 
sort would be what it has tried in desper- 
ation before — sit-ins, walkouts and the 
like. 
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Probably the best beer in the world. 








The BAe 125/800 has so much 
interior space theres little room 
. for the competition. 

Having created a business jet that will 
fly further than any in its class it became 
vitally important to create the most com- 
fortable interior. 

Having the tallest uninterrupted head- 
room of any mid-sized jet, the series 800 
ensures its passengers travel in complete 
comfort. | | 

The 800 has greater baggage capacity 
than its predecessors, and a galley that 
provides hot and cold meals with luxur- 
iously appointed seating arrangements - 
that let you work or relax. 

Indeed, this high standard of comfort 
has helped establish the BAe 125 as the best 


selling mid-sized business jet in the world. 
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fourteen elegantly styled S 
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THE FINEST IN REST 
AND RELAXATION: 
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comfortable guest 
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meeting facilities. | 
THE FINEST IN "EXTRAS": 
Jog on our roof top track, 
swim in our large pool, 
practice golf, or tennis, 
enjoy the latest movies. 
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COME TO THE LAI LAI 
SHERATON HOTEL! 
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PETERS NUN 
i Lai Lai Sheraton i$; 
E Hotel Taipei "^ 
The hospitality people of ITT 


For reservations, please contact your nearest Sheraton Hotel or Sheraton Reservations office, or contact us directly. z 
12 CHUNG HSIAO EAST ROAD, SEC 1, TAIPEI, TAIWAN, ROC. TEL:((O2)321-5511 FAX (02)394-4240 LAI LAI TAIPEI TELEX:23939 CABLE "SHANGTEL $ 








Japanese youth and 


the Yukko syndrome 


By William Wetherall in Tokyo 


round 10 o'clock on the morning of 

8 April, the 18-year-old Japanese 
singer Yukiko Okada was found with a 
slashed wrist in her gas-filled Tokyo 
apartment, crouching in a closet and 
sobbing. She had written a note which 
implied that things had not gone her 
way in a real or imagined romance with 
an actor old enough to be her father. 
Two hours later, still despondent and 
even more disoriented, Okada jumped 
to her death from a seven-storey build- 
ing. In the following weeks, some other 
young people were dead in her wake — 
one from the same roof — in a minor 
suicide epidemic. 

Okada was born into this impure 
world just plain Kayo Sato, but by now 
she is known among the Buddhas that 
be as Yugyoin Shakunikaho. She was 
innocent youth itself in the eyes of 
the millions who loved her face and 
figure, though neither was really re- 
markable. 

Her voice, too, seemed ordinary, at 
least to those who have not learned to 
appreciate its technically good electro- 
nic mix of the bouncy, dreamy, nasal, 
pouty whimpers, whines and sighs that 
have long endeared young female idols 
to the adolescent boys and girls — and 
middle-aged men with a rorikon (Lolita 
complex) — who commensally feed 
their fantasies at the breasts of such 
media icons. 

As news of Okada's suicide spread, 
hundreds of fans converged on the 
Tokyo building which houses the offices 
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of Sun Music, the talent agency that 
managed her career. Local crowds al- 
ready pressed against a rope that police 
had placed around the chalked outlines 
of where Okada's brains had splattered 
on the pavement. In one corner of the 
cordoned area was a makeshift altar 
with an incense burner, a candle and a 
few bouquets. 

Photos of the gore were taken only 
seconds after Okada hit the ground by a 
newspaper reporter who had come to 
inquire about rumours of her earlier 
suicide attempt. Black-and-white prints 
were carried in some of the local (but 
none of the national) dailies, and in 
many weekly (but few monthly) 
magazines. TV cameras captured most 
of the on-site investigation, the body re- 
moval, the pavement scrubbing, and the 
mass hysteria that began when the rope 
was taken down. 

Some of Okada's fans fell in tears on 
the traces of blood, hands and faces rub- 
bing the stains that seemed to remain 
despite the scouring. Others kept 
an all-night vigil at the altar that 
grew as mourner after mourner heaped 
flowers, plants, softdrinks, sweets, 
fruit, cosmetics, posters, records, let- 
ters and other mementoes on the now 
sacred ground that had claimed their 
goddess' life. 

By the 14th, the pile had grown as 
high as the head of the Shinto priest 
who, on this seventh day of grieving, 
purified the offerings before they were 
placed in 60 cardboard boxes and taken 


to a nearby shrine to be burned. Dozens 
of fans continued to come each day to 
pay their respects at a Buddhist altar in 
the building's vestibule. 

Other fans went to the Nagoya home 
of Okada's parents, who allowed them 
to bid farewells before the urn which 
holds her cremated remains. The relics 
will be placed in the family vault at a 
Buddhist temple after the first anniver- 
sary of her death. 

Known to her fans as Yukko, Okada 
won a nationwide TV audition in 1983 
when only 15. She made her debut in 
1984 and received two of that year’s 
most coveted new talent awards. In 
just two years she had made eight sin- 
gles and six albums and was well on her 
way to becoming one of the most popu- 
lar idols ever. But Canyon Records 
postponed the release of a ninth single 
that was scheduled to come out on 14 
April, in deference to popular senti- 
ments that its sale now could induce 
more suicides. 


hy Okada tried to kill herself in her. : 

apartment is anything but clear. 
For over a month after her death, the 
women's and entertainment weeklies 
left no bush unbeaten in their effort to 
flush out every fact and rumour that 
might explain her desperate "cry for 
help." But the distinction between facts 
and rumour was usually lost in sensa- 
tional speculation. 

More important questions, such as 
why Okada was able to make the sec- 
ond, fatal attempt, and why a few im- 
pressionable fans followed her in death, 
received much less attention. Most ef- 
forts to explain the rash of suicides 
merely repeated the old but still widely 
accepted cultural stereotypes and myths 
about suicide in Japan. 

Some of the teenage suicides com- 
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O something the mass media 
g tó one unconfirmed report, 17 
e 31. juvenile suicides that were 
wn to the police in the first two 
ks or so after Okada's death were by 
s, and 19 of the suicides were by 
ping from a building. Usually more 
s commit suicide, and the most com- 

methods are ordinarily hanging 
gassing, ge 


‘Spring is.the suicide season in Japan 
it is in many other. countries, and 
prilis often the worst month. The Na- 
nal Police. Agency. reported 93 
icides among. minors (younger than 
) in both 1978,and 1979, and 59 and 50 


venile suicides respectively in April 





84 and 1985. Over the years that 
ese monthly tallies got progressively 
ialler, the teenage population swelled 
om the children of the post-war baby 
om. So Japan's juvenile suicide rate 
r 100,000 teenagers has recently de- 
eased even faster than the total num- 
rs suggest. | 

-Only a few of the “epidemic” sui- 
es were clearly associated with 
kada's death through specific mention 
‘her name in a suicide note or pos- 
ion. of her pictures or other 
Orabilia. And even these cases 
sharacterised by an accumulation 
redisposing factors, on top of which 
ada's death was at most the pro- 
bial straw that broke the camel's 
ick. 





he first suicide to be nominally con- 
nected with Okada's death was that 
a 16-year-old Korean girl shortly after 
idnight on the morning of the 15th. 
Pak Migi leapt to her death from the 
Mh floor of an apartment building 
| Kobe after telling her younger sister 
want to become like Yukiko Okada.” 
ak's mother reportedly had no idea 
hy her daughter had killed herself, 
ut circumstances suggest several mo- 
ves, 
. Born and raised in Japan, Pak had 
een using the Japanese surname Mat- 
subara (Migi already passes as Japanese 
Miki") to hide her Korean identity at a 
private high school she had entered in 
pril 1985. Since many Koreans lived in 
er neighbourhood, where about 10% of 
the students in the schools are Korean, 
er teachers did not think that worry 
about, her foreign nationality was a 
ictor in her despair. Yet even assimi- 
ated Koreans expect to face discrimina- 


larriage. 2n 

, Pak quit school in March this year 
ompulsory education ends with mid- 
le school), and she did not have a 
ull-time job in April, the start of the 
ew fiscal year when most girls her 
ge would be going back to school or 
Ork. She also seems to have had few 
riends. | 








€ called the “Yukko syndrome." Ac- . 


tion in schools, the job market, and | 


"related" suicides, had pictures of Okada | sc 
in his pocket when shortly before 6 on . 


wen 


venty-o 
he fa 








st of the fewer than 10 clearl 


the evening of 2 May he jumped from. 
the same roof as she had and landed 


where her makeshift altar had. been. 
. Majima was still alive but died within an 


hour. He was seen in front of the build- 
ing on previous days, and had loitered 
there with some other youths since mid- 
afternoon. His parents ran a hospital in 
another prefecture, and he wanted to go 
to medical school but had failed the en- 
trance exams. He was unemployed, 
lived alone, and had moved just two 
weeks before his death. 

Okada, too, had moved into her 
apartment only four days before her 
suicide and had not yet fully unpacked. 
She had graduated from high school in 
March and wanted to live by herself. 
Unlike most teen idols, she was a dili- 
gent straight-A student. She seems to 


have been spoiled and capricious. Yet 
apparently she went through the kinds 
of mood swings which characterise 
manic-depressive reaction: cheerful, 
outgoing and confident when high; si- 
lent, withdrawn and apprehensive when 
low. 

Okada's self-destructive impulses 
may have been stimulated by her knowl- 
edge of the suicide of 17-year-old 
Yasuko Endo shortly after 7:30 on the 
evening of 30 March just 10 days earlier. 
Scheduled to start as a singer in May, 
Endo had jumped from the roof of 
a seven-storey Tokyo building only 
minutes after a long discussion with her 
manager and mother about boy friends. 
She had lost her father when she was 
only four. 

Okada made her first attempt after 
dwelling on her problems all night in the 
clothes she had worn the evening be- 
fore. In contrast, Endo's act appears to 
have been impulsive. But Endo is said 











-old. Masa 





with men. | dip. ; 
What does all this tell us? Many com- 
mentators have concluded that "tradi- 
tións of Japan's cultural climate" such as 
“tolerant Buddhist. attitudes. toward 
death” encourage Japanese people to 
take their own lives more frequently 
and for different reasons than Euro- 
American Christians, who, allegedly 
refrain from suicide because they view it 
as a sin. According to one, of Japan's 
most influential national dailies: “The 
attention that Japan’s mass media gives 





to children's suicides is a practically 
unseen phenomenon in the Western 
world.” 


Nov of this makes much sense to 
anyone who has studied suicide as 
a universal human phenomenon. There 
have been many suicide outbreaks 
among adolescents and college-age peo- 
ple in other countries, past and pre- 
sent. ! 

Moreover, suicide experts in both 
Europe and the US have been con- 
cerned for a long time about the role of 
mass media in triggering or sustaining 
such contagions. Some studies associate 
media publicity of the deaths (especially 
the suicides) of famous people with 
transient increases in suicide and even 
accident rates. 

Not all researchers have found a cor- 
relation between local increases in such 
death rates and the way that suicide is 
reported in the media. But all have con- 
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of news about someone's suicide can 
suggest the act to susceptible people, 
especially impulsive adolescents with 
depressive tendencies. 

The “Yukko syndrome" as a na- 
tional phenomenon was possibly pre- 
cipitated by the immediate, intense, and 
uniform manner in which Okada’s 
death was sensationally reported 
throughout Japan. Shocking prime- 
time hold-the-press post-mortems, re- 
ports of the morbid thoughts behind the 
bright eyes and smile of such a highly 
visible vendor of adolescent dreams, 
could not help but infect other people, 
even those who were not her fans, with a 
sense of hopelessness about their own 
frustrations. 

Such as it was, the Okada epi- 
demic was miniscule compared with the 
"cluster suicides" which have plagued 
teenagers in several small towns in the 
US in recent years. In one case, a single 
high school in Plano, Texas, with 
roughly 100,000 people, was struck by 
Six suicides in just seven months in 
1983. 

This is the annual equivalent of 
12,000 teenage suicides in Japan with a 
population of 120 million — or 20 times 
the 600 juvenile suicides which Japan 
has averaged in the past five years. The 
number of juveniles who kill themselves 
each year in the US, with only twice 
Japan's population, runs into the 
thousands. 

Pursuit or reunion suicides are a 


common response to the grief of separa- | 


tion from a parent, child, spouse, or 
lover, but they can also occur on death 
anniversaries. The deaths of cult heroes 
like James Dean (accident), Marilyn 
Monroe (suicide), and John Lennon 
(murder) are thought to have inspired 
several suicides. The suicide of Sylvia 
Plath probably figured in the suicide 
of fellow poet and friend Anne Sex- 
ton, if not in the deaths of other artis- 
tic women. The list of examples is 
long. 

But even fictional suicides are repu- 
ted to have stimulated “imitative” or 
"identity" self-murders. The classic 
example is the death of the hero of 
Goethe's 18th-century novel, The Sor- 
rows of Young Werther. 

Journalists and even scholars are in- 
clined to describe the history of suicide 
epidemics and landmarks in Japan as 
though plagues of Kierkegaard's “sick- 
ness unto death" are not also found in 
other countries. The “Yukko syn- 
drome" shares too many aspects of 
suicide contagions elsewhere to be re- 
garded as peculiar to Japan. Rather 
than prove that Japan's deified enter- 
tainers and their worshippers are some- 
how different, such “vogues” and 
"chain reactions" (the favourite mis- 
nomers of reporters and academics) 
really show how much the Japanese 
have in common with the rest of human- 


ity. Oo 
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By David Halpert in Hongkong 


ae disparate cases, drawing two 
disparate public responses, have 
made a public issue of the powers of 
Hongkong authorities to deal with real 
and imagined mental health problems. 
Recently, the case of the forced separa- 
tion of a mother and child by the Social 
Welfare Department has created wide- 
spread disquiet about the powers and 
judgment of welfare officials. Behind 
that controversy lurks the memory of a 
massacre four years ago, brought back 
into public attention by a recent lurid 
film entitled The Lunatics. Both coin- 


cide with the first review of the Mental 
Health Ordinance in 24 years. 

The first case concerns Wong Yuen- 
siu, divorced mother of five-year-old 
Kwok Ah-nui. Wong had to work to 
support Ah-nui but could not afford to 
pay for day care. So she left her daugh- 
ter alone at home. 

A neighbour became concerned 
about the girl’s welfare, because she did 
not get out of the house very much. 
Local newspapers found out about this, 
and began running articles about the 
“locked-in girl.” 

A social worker had been visiting the 
Wong family regularly for six months. 
She said she did not see reason for con- 
cern about the child’s well-being. How- 
ever, on 8 May, in a sequence of events 
which shocked many Hongkong resi- 


dents, the Social Welfare Department, - 


with the help of the police and fire de- 
partments, broke into Wong’s home, 
took Ah-nui to a “Reception Centre,” 


; b on d a> 
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Hongkong’s archaic 
mental-health laws 








and the mother to a psychiatric hospital. | 
A week later, Wong was listed as a — 
“voluntary” patient. She has refused 1 
her right to legal assistance, though | 
many question whether she had been in- | 
formed that the assistance would be . 
free. The Secretary for Health and Wel- | 
fare John Chambers has said that Wong | 
is unfit to take care of her child. How- - 
ever, the most recent report by the Social | 
Welfare Department has said that Wong ~ 
isnotseriouslyill,andshouldbe released | 
from hospital as soon as possible. Very | 
little else is known. a 
To justify the break-in, the Social | 
Welfare Department used the Protec- | 
tion of Women and Children Ordi- | 
nance, an old law giving very broad 
powers to the director of Social Welfare 
to intervene on behalf of a woman or | 
child in *moral or physical danger." The 
law, which has recently been proposed. 
for review, had not been used by the Social | 
Welfare Department for a case of men- | 
tal illness since 1968, it being designed | 
primarily to protect women and child- — 
ren from captivity for purposes of pros- | 
titution. But was Ah-nui really in | 
danger? 


| 


| 
| 
W 


Au Social Welfare Department, and | 
its director Anson Chan in particu- | 
lar, are coming under some heavy criti- | 
cism from the local press, which is | 
alarmed by the broad powers under the | 
ordinance and concerned about Wong's | 
fate. Chan has said that the case should | 
not be discussed further and Hong- | 
kong's Governor Sir Edward Youde has | 
said he is personally satisfied with the — 
handling of the case, though he allows | 
that the mental health law may contain | 
some loopholes. ^ 
While Hongkong's Mental Health | 
Ordinance is under review, the Protec- | 
tion of Women and Children Ordinance | 
is not. Officials of the Health and Wel- | 
fare Department, who are handling the | 
Mental Health Ordinance changes, | 
stress that the amendments to the law | 
have not arisen in response to the Ah- | 
nui case. They stem, rather, from an .| 
earlier case, referred to as the Un Chua n 
incident. t 
Four years ago a former mental pa- 
tient went berserk at the Un Chua es- |. 
tate, slashing to death his mother, his | 
sister and four schoolchildren. And . 
while local residents say that the visit of 
Taoist priests to the site of the tragedy 
has lain to rest the ghosts of the child- iE 
ren, the scar on Hongkong's perspective | 
on mental illness remains. OM 
The Un Chua massacre occurred in | 


47. 


. : * d ad ». Mes ZW WR 
TT LIPIL MEN PR BIST ea ee ee mi i E eens 





" T . H 
» LIED L3 I ^ 








IT ^ 
ars l | 
|| his removal to a hospital even after his 
| behaviour had begun to get out of hand. 
| The social workers who had been work- 
| ing with her were reluctant to force his 
| - removal. The review of the Ordinance 
| wasoriginally intended to make it easier 
| fora person to be admitted to a psychia- 
| tric hospital in order to ensure that 
| the Un Chua tragedy would not be 
| repeated. 
D. _The proposed amendments, which 
are due to be submitted to Legco later 
| this year, define mental disorder more 
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| part because the motner of tne rormer. 


ient was reluctant to sign a form for | 
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to hospitalisation), require a medical 
doctor to approve a request for a per- 
son's removal, and provide for a review 
tribunal for those who feel they should 
be released. | 

A doctor's signature is particularly 
important. At present the law requires 
that a request for a person's detention 
under observation be signed by a district 
judge, magistrate, or Justice of the 
Peace (the last of these a very broad 
category in Hongkong). Wong, for 
example, was put into a psychiatric hos- 


| Going back to nature 


| Going to the People: Chinese Intellectuals and Folk Literature, 1918-1937 by 


| Chang-tai Hung. Harvard University, Council on East Asian Studies. 
EN... 


} 

| B: the beginning of this century the 
| * classical Chinese language, un- 
| changing medium of instruction and lit- 
. erature.for two millenia, seemed to have 
| become the emblem of domination by 
| the Confucian mandarins: an expres- 
| sion of their values and thus a means of 
.| excluding others from power. In addi- 
| tion, so the reformists said, the difficul- 
ties involved in mastering it effectively 
- kept China out of the modern world. To 
| therevolutionaries who came to rule the 
| country in 1911 one of the new repub- 
a lic’s first priorities was to develop a writ- 
| ten language corresponding more 
| closely to the spoken one, something 
| achieved surprisingly quickly through 
| the baihua (“spoken language") move- 
| ment. | 

| This reform should, at a stroke, have 
| rendered all previous literature incom- 
| prehensible. Fortunately .this has not 
| been the case. It was clear, however, 
| that a new literature was needed, and 


| also tbat the existing corpus of novels 


| and stories in baihua would not, for var- 


| 
f 
| 

| 

I 


|. ious reasons, do. A "new" form chosen . 


| by a group of intellectuals at Peking 
-| University wasa return to what&hey saw 
| as the “real” Chinese literature, the 
| only true expression of the people, that 
«is, folk literature. The fact that the offi- 
| cial view of Chinese literature up until 


| then had not admitted the possibility of - 


| folk. literature being taken seriously 
| gaveadded impetus to their movement. 
| — It is true that popular verse forms 
| had once or twice provided a stimulus to 
| poetry, were even said to have been re- 
| sponsible for the first anthology of 
| Chinese verse. But these loans had been 
| fully integrated into the classical tradi- 
| tion and no scholar would have 
.| dreamed of deliberately seeking inspi- 
ration in such a quarter. 


E 








Peasants during the Cultural Revolution. 


This is just what the idealists at Pe- 


_ king University did. To them folk litera- 


ture was the solution to every problem. 
It was the antidote to the constricting ar- 
tificiality of official Confucian culture, a 
return to the primal innocence of rural 
life: back to nature indeed, and what is 
more, to Chinese nature. Insofar as it 
was a reaction against the prevailing 
fashion for things Western, their 
movement was doomed to failure from 
the outset; it was not until much later 
that folk literature really came into its 
own. 

The new enthusiasts began by find- 
ing examples from the Chinese past to 
justify their enterprise. The rural utopia 
itself is by no means foreign to China; 
plenty of poets have roamed the coun- 
tryside drinking in the solitude and see- 
ing the simple life in a shack as a viable 
alternative to an unsuccessful official 
career. But solitude was usually the key 
word in such fantasies, the actual in- 
habitants of paradise being glimpsed 
merely as figures in the landscape. The 
practical difficulty in getting to the peo- 
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t, or even a doctor» The potential fo 
abuse within such a law as it currently 
stands is enormous. . 


ome remain critical of the recom- 

mended amendments, however. The 
proposed amendments do not specifi- 
cally state, for example, that the doctor 
must examine the patient before signing 
the form. Others complain that while 
medical input should be necessary be- 
fore a person is removed to a psychiatric 
hospital, lawyers should also be in- 
volved because of the infringement on 








ple turned out to be one of the move- 
ment's weak points and forced its mem- 
bers to fall back on a great deal of re- 
search in libraries and the re-publication 
of forgotten collections of folksongs. 

When, in a similar context, Yeats 
and Lady Gregory went off in search of 
Irish inspiration they really did go into 
the hovels to find their informants (or 
Lady Gregory did; Yeats is said to have 
waited outside, upwind because of the 
stench). Chang-tai Hung does compare 
the Irish movement to the Chinese one, 
but to describe Yeats and others as “dis- 
turbed by the English threat to their na- 
tive culture" seems a little strange. Cul- 
turally speaking those Anglo-Irish land- 
lords responsible for the Celtic Revival 
were as far from their illiterate tenants 
as the Chinese researchers in Peking 
were from the peasants and their natu- 
ral life. 


D uring the Cultural Revolution a later 
generation saw a lot more of the 
countryside than they probably wanted, 
which adds to the irony of those whose 
dream it was to study the peasants at 
close quarters, never getting any nearer 
to them than a few weekend excursions. 
Had they done so they might have 
reacted in the same way as Yeats, for 
the attitude of Chinese intellectuals to 
farmers has not always been of the most - 
charitable., 

A couple of examples from the book 
illustrate this. “Chinese folklorists were 
amazed to find that, although the 
majority of the rural population was un- 
educated in the traditional sense, they 
were extremely knowledgeable on mat- 
ters related to their livelihood and 
surroundings.” “[He] cited many peas- 
ant proverbs about snow to show 
how farmers understood the impor- 
tance of snow to agriculture. Many ar- 
rived at conclusions compatible with 
present-day scientific findings.” 

Picture the scene: the peasant distil- 
ling millenia of practical experience and 
observation into a pithy rhyming coup- 
let, while beside him the researcher 
eagerly notes everything down. He re- 
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telephone calls to mental patients, have 
not been amended. ` DM ee 
The issue has been complicated by a 
number of factors, including The Luna- 
tics. The Cantonese film, which play- 
ed to full houses this spring, portray- 
ed problems of mental health, but in- 
corporated many elements of a horror 
film: psychiatric patients slinking about 





reads his notes, expurgates the 
obscenities, removes regional dialect 
terms and corrects the tones to Manda- 
rin pronunciation, then he looks again. 
"Why," he exclaims, thunderstruck. 
"That's absolutely true!" 

Actually this seems to be more or 


less what really happened, one of the 


flaws of the folk literature movement 
being its lack of methodology. Unable 
to do fieldwork themselves the re- 
searchers were forced to depend on 


material sent in to them, with no way of 


knowing to what extent it had been tam- 
pered with. At first people were asked 
to write down exactly what they had 
heard; at the same time they were to 
omit all obscene material. | 

Later on Zhou Zuoren (Lu Xun's 


brother) and others managed to con- 


vince the editors of a folksong journal 
that they should collect obscene songs, 
the idea being that they were only 


obscene to the "wicked and salacious . 
minds" of the Confucians. Thus a delib-. 


crate attempt to collect such songs was a 
direct attack on the establishment. Un- 
fortunately the journal was never able 
to publish them for fear of official re- 
prisals. | i 
Although this book provides a great 
deal of information about the folk liter- 
ature movement it is strangely lacking in 
conclusions. The author has obviously 
gone carefully through the Geyao 
zhoukan and other folklore journals 
and presents the material clearly and in- 


telligently, but somehow neglects to: 


place it either in a historical or a literary 
context. What were reactions at the 
time, what importance do Chinese feel 
the movement had, to what extent did 
Confucians really suppress popular ex- 
pression? Was this really the precursor 
of Maoist populism? The author claims 
it as such but is not completely convinc- 
ing. —— m 
Finally, it seems curious that in a 
book so well supplied with index, glos- 
-sary of names and bibliography with 
Chinese characters, the actual folksongs 
quoted should appear without reference 
to their sources. Anyone who wants to 
get closer to the people by reading these 
particular songs will have to be content 
with doing itin English. — — Sarah Hart 
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China Defence League which was con- 






urying hi 


many found objectionable. The film 


also featured a scene clearly based on 


the Un Chua massacre. - 
Some fear that the film, coinciding 


with the changes in the Mental Health | 
Ordinance, may make Hongkong citi- 


zens more alarmed about mental illness 
and less wary of stringent restrictions 
placed on mental patients themselves. If 
it does have that effect, it will reinforce 
an existing prejudice in Chinese society 
against those who have a history of men- 
tal illness. 


BIOGRAPHY 


A full Chinese life 


Mme Sun Yat-sen by Jung Chang with Jon Halliday. Penguin. £2.95 


he life of Mme Sun Yat-sen could be 


said to epitomise the turbulence, 
chaos and paradoxes through which 
China had to struggle in the effort to 
realise the People’s Revolution. Her 
steadfast commitment to the radical 
ideals outlined in her husband’s death- 
bed Political Testament of 1925 never 
wavered, yet remarkably she managed 
to survive not only the dictatorship of 
the Right under Chiang Kai-shek, but 
also that of the Left under Mao Zedong 
and the Cultural Revolution. 

_ Jung Chang's biography of the 
widow of Sun Yat-sen provides a useful 
introduction to the complexities of the 
period. It also helps to explain the sym- 
bolic significance of her induction into 
the communist party and her nomina- 
tion as Honorary President of the Peo- 
ple's Republic, just a few days before 
her death from leukaemia in 1981. . 


Ching-ing came from an unusual 
her parents were Christian 


family; both 
and Western educated. She and her sis- 


ters were educated in the US. This ex- _ 


perience freed her from xenophobia and 
inspired her with the democratic ideals 
of liberty and equality, rather than the 
more ruthless dictates of revolution. 
When Chiang broke with the com- 
munists in 1927 Ching-ling openly criti- 
cised him for betraving Sun's ideals. 


Chiang set up a rival national govern- | 


ment claiming to be the legitimate heir 
to Sun. His marriage fo Mei-ling, 
Ching-ling's youngest sister, strengthen- 
ed this claim. Ching-ling, in exile in 
Moscow, was appalled. - 

For the next few years she travelled 


in Europe. On her return to Shanghai in. 


1931, she set up the China League for 
Civil Rights, attracting foreign intellec- 
tuals and activists to her work. The out- 


break of the Sino-Japanese war in 1937 


saw a brief alliance between the com- 
munists and the Kuomintang. The fol- 
lowing year Ching-ling founded the 





which | 





| ous one if it is abused. 
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Ching-ling: integrity. 
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outinely do make mista 
and commit normal people, the - 

pect of making the process easie 
overshadowed by concern about w 
will happen when the territory revert 
Chinese sovereignty in 1997, Althous 
Health and Welfare Department o 
cials point out that the Chinese Gove 
ment would have plenty of other wa 
suppress dissent in Hongkong after 
changeover, mental-health legislat 
remains a powerful tool, and a dang 
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cerned entirely with relief for the co 
munist soldiers. For her it was a 
period while Mei-ling was fund-raisi 
in expensive fur coats. 
With the end of the war in 1945 a 
the outbreak of the civil war not 
after, Ching-ling was once again in 
political limelight and appealed for a 
alition government. l | 
Under the People’s Republic. 
China, Ching-ling continued to invol 
herself with the women's movemeit 
welfare work and international pea 
movements. In 1957, Ching-ling. le 
her support to Mao's *blossoming o 
Hundred Flowers" campaign. Later, s 
came under attack during the Cultu: 
Revolution. Pleading ill-health and € 
age she then disassociated herself 
further political movements. r 
.— Chang's slim biography is pack 
with detail and interesting anecdot 
which serve to remind us that mora 
tegrity need not be completely dest 
ed by revolution. Mme Sun Yat- 
story is one of remarkable coura 
tience and faith. a 
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Robert Delfs in Peking 


hina has sharply devalued the ren- 
' minbi in Peking's latest effort: to 
e the country’s foreign-exchange 
js. On 5 July the buying rate was 
fted from US$I:Rmb 3.19 to 
$1:Rmb 3.69 — an overnight fall of 
6%. The value of the Chinese unit 
; also cut by 14.5% against the Swiss 
nc, 13.9% against sterling and the 
ngkong dollar and 11% against the 


The latest devaluation brought to 
5% the cumulative decline in the 
ue of the renminbi against the US 
r since the start of 1985. In the 
| period Peking's foreign reserves 
e fallen from US$17.4 billion to 
und US$11 billion as the country has 
huge trade deficit. 

Chen Muhua, president of the Peo- 
Bank of China, the central bank, 
cribed the devaluation as a “normal 
on,” the Peking People’s Daily said 
6 July. Speaking to an IMF delega- 
in Peking, Chen said the. devalua- 
was “an appropriate adjustment 
on price movements in Chinese 
nternational markets.” She linked 
move to price adjustments in China 
rtaken in the course of structural 


DUM 





The renminbi is a non-convertible 
rency, whose rates are set by the 
te Administration of Foreign- Ex- 
nge Control, probably at the instruc- 
| of the Bank of China (BoC), based 
heory on an unspecified basket of in- 
tional currencies. 

This was the sharpest one-off cur- 
cy adjustment since the country re- 
d posting US-dollar rates in 1972. 
ed rates were suspended in 1952, 
he rate was US$1:Rmb 2.46 from 
5-71.) It follows a series of gradual 
ijjustments against the US dollar in 
| from ru Rmb 2.80 to 


Because the US dollar was still rising 
alue relative to the yen and to Euro- 
n currencies in 1984, the renminbi's 
le-weighted exchange rate probably 
e. The US and Hongkong, whose 
t is linked to the US dollar, together 
ounted for 23% of China's imports 
year, whereas Japan alone took up 
4 and European countries together 


Although the Chinese unit has re- 
ned stable against the US dollar 
. January, it has declined steadily 
st the yen as that currency 








hened against the dollar, » falling, 
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20% between J anuary and early J uly Bes 
and a.cumulative 31% to 6 July. 

The likely rationale fora single large 
adjustment is to discourage speculative 
hoarding of foreign currencies, particu- 
larly by enterprises. Adjusting the rate 
incrementally, as has been done previ- 
ously, may have led some enterprises to 
minimise disbursements of foreign ex- 
change under their control in the expec- 
tation of further adjustments; That 
could have contributed to the current 
shortage. of foreign exchange. The 
choice implies that Chinese authorities 
wish to give the impression that the cur- 
rent rates will now remain relatively 
stable for some time. 

China practised a dual exchange-rate 


system from 1981-84, when all foreign-. 


exchange transactions among domestic 
corporations were calculated at an in- 


i MÀ lin 


INTERNAL RATE 
(abolished Jan. 1985) 
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1985 
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ternal-settlement rate ` of US$1: Rmb 


- 2.80. Foreign-trade transactions.are de- 


nominated | in foreign currencies, 
predominantly the yen, US dollar and 
Hongkong dollar, so changes in the 


published official exchange rate. during | 


this period had little effect, except on 


tourists, foreign residents and joint ven- 


tures converting renminbi earnings into 
foreign currency. 

The recent devaluation is a response 
to China's continuing foreign-exchange 
crisis. The. official deficit on visible 
trade in 1985 was US$14.9 billion (ac- 
cording to Chinese Customs figures, 
which differ significantly from Ministry 
of Foreign Trade statistics), equivalent 
to more than half the total value of ex- 
ports last year. Net non-trade foreign- 
exchange transactions were US$3:5 bil- 


lion, yielding a: net current-account 


deficit of US$11.4 billion. =- 





China’: s mounting trade deficit forces a devaluation © 


Peking cuts its losses 








; 
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The deficit grew quickly : as China 
lost control over imports in 1984, coin- 
ciding with a surge in economic growth 


spurred by high levels of domestic lend- 


ing after reforms which gave more au- 
tonomy to China's specialised banks. 
The trade deficit stabilised at a monthly 
drain of about US$1.25 billion in 1985, 
but attempts to reduce it nave not suc- 
ceeded. 

Imports of motor véhicles; TV sets 
and cassette recorders now seem to be 
under control: motor-vehicle and chas- 
sis imports, for example, fell to only 
12,400 a month in the first three months 
of this year, from an average 26.000 a 
month in 1985. But purchases of steel 
and other construction materials and 
equipment have remained high. 

The problems arising from 
oil-price slide have overshadowed 
attempts to bring imports 
under control. Crude oil ac- 


the 


port earnings last year, mostly 
through sales to Japan at 
negotiated prices under a long- 
term trade agreement. China 

_ increased sales on spot markets 
in late 1985, but in the first 
quarter of 1986, exports drop- 
ped to 7 million tonnes, 40% 
less than in the final three 
months of 1985. 


he dévalüstioh will. make 

imports more expensive in 
China. But since imported 
goods are not à part of the 
average .consumer's market 
basket, the inflationary effect 
of devaluation will be less than in most 
other Asian economies. Net grain pur- 
chases have been relatively small in re- 
cent years, thanks to bumper harvests, 
and imports of consumer durables such 
as TV sets, washing machines, cassette 
recorders and calculators have already 





declined. - 


The devaluation will have greater 
impact on producing sectors, but it is 
unclear to what degree demand for 
major categories of imports such as 
steel, machinery and equipment is elas- 
tic or price-sensitive. If reductions in 
imports are achieved this year, they may 
be as much or more a result of adminis- 
trative controls on capital investment 
and comparatively tighter domestic 
lending than devaluation. 

- Suppliers of some products may see 
reduced purchases by China, as domes- 


tic Moses become. more competi- | . 













































counted for 28% of China's ex- 
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tive, ‘but the long*te m 
positive. The present level and blend of 
imports can only be sustained if exports 
can rise enough to reduce the visible 
trade deficit enough so that it may be 
covered by non- -trade earnings and a 
reasonable level of foreign borrowing. 
Boosting exports is, therefore, the 
most important strategic objective of 
the devaluation. However, Chinese fac- 
tories prefer selling in their domestic 
market of 1 billion for the same reasons 
many foreign manufacturers would like 
access to it: Demand has soared on ris- 
ing urban and rural consumer-purchas- 
ing power.. the result of economic re- 
forms and.rápid growth. At the same 
time, prices for many exportable manu- 
factures and specialty agricultural pro- 
ducts have been comparable to or 
higher than prevailing world prices. 
Making China's inefficient state- 
owned enterprises responsible for their 
own profits and losses is à central ele- 
ment of urban structural reform. The 
Chinese press has on occasion praised 
the self-sacrificing spirit of enterprises 
which "voluntarily" exported at below 
Chinese wholesale-market prices, but 
most managers of newlv independent 
enterprises are clearly not interested. 
The Changzhou Sock Factory in 
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Saure: State Statistical Bureau, toy Bulletins. : 


Jiangsu mun 700, 000 pairs of socks 
in 1983 but none in 1985, because the 
purchase price offered by the Shanghai 
Foreign Trade Corp. was 20% below 
domestic wholesale prices. "We're will- 
ing to export," factory director Lu Jian- 
chang told the REVIEW last year, "but 
only if the price is right." The prospect 
of a serious decline in oil-export rev- 
enues has made incentives for factories 


| to export an urgent need. 


The devaluation will reduce some 
costs for foreign residents and business- 
men in China, though experience 
suggests that these benefits may quickly 
evaporate as Chinese units with 
monopolies on supplying various goods 
and services to foreign residents and 


| companies raise their prices. Tourism 


operations will see short-term windfall 
gains, but the effects may quickly be 


erased by price increases at interna- 


fect should be 
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tional hotels and on domestic air ser- 


vices. 

It will also sweeten the pot for poten- 
tial foreign investors in joint and wholly 
owned ventures, whose capital will now 
purchase a larger amount of Chinese as- 
sets. But alleviating foreign-exchange 
shortages may be the most important as- 
pect of devaluation, in terms of the 
tense mood among foreign investors. 

Absorption of foreign investment 
has slowed in 1986 relative to 1984-85. 
The 327 joint- and cooperative-venture 
contracts signed in the first four months 
of the year represent only US$500 mil- 
lion in potential investment, the Pe- 
king Guoji Shangbao (International 
Commerce News) reported on 5 June. 
Some proposed ventures have fallen 
through as Chinese sources of foreign 
exchange have dried up, and some 
Chinese partners or host enterprises in 
existing ventures have been unable to 
meet foreign-exchange obligations. 


Ithough high-level attention. may 

have brought a solution to the 
widely reported temporary shutdown at 
American Motors’ Jeep plant in Peking 
(REVIEW, 12 June), systematic im- 
provements in foreign-exchange avail- 
ability are needed if foreign investment 
interest is to continue. The 
devaluation will also facili- 
tate China's announced plans 
to eliminate the foreign-ex- 
change certificate (FEC), the 
convertible currency used in 
place of the renminbi by 
tourists and other foreigners 
inside China. FECs are cur- 
rently the only tender ac- 
cepted by international 
hotels and special Friendship 
Stores, which «stock some 
items not widely available in 
China. 

China's foreign reserves 
(minus gold) have slid from a 
peak of more than US$17 bil- 
lion in 1984 to US$12 billion 
at the end of February, ac- 
cording to IMF figures. The official 
magazine Zhongguo Jinrong (China 
Finance) said reserves at the end 
of March were US$10.348 billion, 
down 13% from year-end 1985. 
(Chinese official reserve figures dif- 
fer from those of the IMF, in that the 
latter includes China's reserve position 
and special drawing nights holdings in 
the fund, or USS$815 million at end- 
1985.) 

Only US$2.56 billion of the official 
March reserves figure were state treas- 
ury reserves, the magazine said, the rest 
being the foreign-exchange balance of 
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| the state-controlled BoC. Although part 


of the BoC's foreign-exchange balance 
consists of deposits, and therefore liabi- 
lities, most of these are believed to be 
deposits by state-owned or state-control- 
led organisations, and therefore may 
legitimately be treated as reserves. g 
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r E Charles Smith in Tokyo 


'he US and Japan arrived at what of- 
ficials of both countries claim was 
— issue agreement" to end their 
. year-long war over trade in semiconduc- 
tors when a 10-day negotiating session 
ended i in Washington in the early hours 
| of 3 July. Outsiders are not sure that 
. peace has yet broken out or that if it has, 
either party can expect to benefit. 
Rather than being handled on its own 
merits, the semiconductor issue seems 
re deliberately to have been politicised by 
be oth sides, with the US Congress — 
* ather than makers or users of semi- 
X conductors — being the ultimate arbiter 
of what constitutes a successful out- 
ne ome. 
3 . The semiconductor issue surfaced in 
the summer of 1985 when the US 
‘Semiconductor Industry Association 
. (SIA) announced that it was seeking ac- 
| tion under Article 301 of the US Trade 
Act to correct what it claimed was unfair 
t 'eatment of US products in the Japan- 
. ese market. Action by the SIA was fol- 
_ lowed by a series of anti-dumping cases 
against Japanese manufacturers, affect- 
| ir ig high-integration memory chips 
A 256K D-Rams) and erasable pro- 
prammable read-only memories (EP- 
ROMS). | 
In order to head off action on the two 
nti- -dumping cases, Japanese officials 
began negotiations early in 1986 on a 
price-monitoring arrangement under 
which Japanese companies would pro- 
vide quarterly information to the US 
| ÉD epartment of Commerce on their pro- 
di ction costs and fob prices so that “un- 
air” pricing in the US market could be 
^ i readily detected. 
| The signature by eight major Japan- 
“ese companies of a general agreement 
E i dug price data on 256K chips Pro 
d the breakthrough which enabled 
apanese and US officials to claim 
| * reement in Washington on 3 July. But 
he two sides in fact only initialled a 
document which suspends action on the 
two anti-dumping cases for a matter of 
weeks. A settlement of the dispute de- 
pe ends on Japanese companies agreeing 
precisely what kinds of data should 
be supplied and on which products. 
N ore important, the US is demanding 
from Japan a commitment to increase 
gor: of US chips to the point where 
US will have a 20% share of the Ja- 
J Benes market in five years — roughly 
double its share in 1985. 

Japanese officials told journalists on 
.3 July that they were “100% certain" of 
being able to reach a settlement with the 
| U S by 26 July, the date on which the two 
anti-dumping cases against Japan will 



















































| 


m 


R^ 


BR. 


Bargaining chips 


| | Atrucei in the US-Japan electronics-trade war may not hold 


be reactivated if no agreement is 
reached. But Japan apparently still does 
not accept the principle of a guaranteed 
share for the US in its domestic market, 
preferring a form of words which would 
only commit it to doing its best to use 
more US products. 

A snag about the entire negotiating 
process has been that Japanese and US 
officials have different interpretations 
of a "framework agreement" arrived at 
during informal talks on 28 May be- 


tween the US Trade Representative 
Clayton Yeutter and Japan's Minister of 


International Trade and Industry, 
Michio Watanabe. Ministry of Interna- 
tional Trade and Industry (Miti) offi- 
cials say that no official record exists of 
the Watanabe-Yeutter talks or that, if it 
does, it is locked away somewhere 
where lower-level negotiators cannot 
get at it. 


he fact that Watanabe and Yeutter 

met at all when officials had yet to 
tackle many of the more technical issues 
at stake is admitted to be unusual, but has 
been justified on the grounds that the 
semiconductor issue was *very difficult 
to handle in the normal way." 

Industry observers say that the 
Watanabe-Yeutter talks had a more di- 
rect political motive. The talks took 
place at a time when Japan badly 
needed US cooperation in the stabilisa- 
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tion of the. yen ‘and When protective 
trade legislation was on the verge of 
going through the House of Represen- 
tatives. In the hope of alleviating prob- 
lems in both these areas, an attempt was 
made to suggest that Yeutter and 
Watanabe had broken the back of the 
semiconductor problem when all they 
appear to have achieved was to com- 
plicate the task of working-level nego- 
tiators. 

Japanese semiconductor companies, 
which reluctantly signed the 3 July 
agreement on the provision of price 
data, say that the US undertaking to 
suspend the anti-dumping cases in re- 
turn for the provision of price data 
makes little sense from their point of 
view. If anti-dumping duties had been 
imposed, the Japanese companies could 
easily have bypassed these by shipping 
chips into the US from offshore produc- 
tion bases elsewhere in Asia. The agree- 
ment on provision of data, however, 
applies to the overseas subsidiaries as 
well as to parent companies, so that this 
kind of bypassing will become impossi- 
ble. What is likely instead is a rapid ex- 
pansion of the “grey market,” meaning 
the shipment of Japanese chips into the 
US market via countries, such as 
Mexico and Canada, whose markets are 
still open. 

As for for direct shipment of Japan- 
ese chips to the US, these are likely to 
generate far larger profits than before, 
the Japanese makers say. But higher 
prices will leave both Japanese and US 
chip manufacturers open to competition 
from South Korea, a new entrant to the 
industry which has already built up a 
strong position in the market for stand- 
ard mass-produced memories. 

The Japanese companies’ final com- 
ment on the pricing agreement is that 
they would not have signed it without 
pressure from Miti — which could not 
have been resisted without the risk of 
retaliation some time in the future. The 
same may well turn out to be true of the 
agreement on raising the US share of 
Japan's domestic market, which is likely 
to be arrived at before the 26 July dead- 
line. In line with this agreement, Miti is 
expected to “guide” each major Japan- 
ese chip consumer to raise its purchases 
of US chips to 20% of its total intake 
within five years. 

Companies such as Hitachi, NEC 
and Toshiba, which claim to be already 
procuring imported components in pre- 
ference to home-made goods when 
quality and delivery dates are compara- 
ble, say they may now have to go 
beyond this and buy foreign goods that 
are demonstrably inferior to Japanese 
products. The industry is apparently 
ready to do its best to comply with this 
requirement if Miti insists. But there is 
little conviction that the provision of a 
guaranteed niche in the Japanese mar- 
ket for US chips will help the US indus- 
try to remain internationally competi- 
tive. 
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The revolutionary Airbus concept, 
already chosen by over 50 of the 
world’s leading airlines. 

The Airbus family, offering reduced 
airline operating costs worldwide. 
The Airbus family, consistently setting 
new standards in passenger comfort 
and marketing opportunities. 
And now the all new Airbus A320. 
Years ahead of the competition and 
firstwith the right answers for 
the 150 seat market. 

Airbus, the most advanced family 
of jetliners in the world. 


© Airbus Industrie 
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Manage currency ris! 
market-makers a 


Morgan Guaranty is a leading 
worldwide market-maker in for- 
eign exchange. With trading spe- 
cialists in four key Asia-Pacific 
financial centers, Morgan can 
give you competitive currency 
quotes quickly—spot or forward, 
short-, medium-, or long-term, 
in large or smaller amounts. 

But we also give you much more. 


When you work with the foreign 
exchange market-makers at 
Morgan, you capitalize on the in- 
creasing linkage between the 
forex, money, and capital markets. 
And you benefit from the opportu- 
nities created by new instruments 
and techniques. 
Use Morgan’s expertise 

To take maximum advantage of 
today’s opportunities in managing 
currency risks, clients need much 
more than knowledge of the forex 
markets. 

[] Morgan can keep you 
posted on arbitrage opportunities 
offered by investments and bor- 


rowings in all important money 
and capital markets and the Euro- 
market. We have an international 
dealing network of foreign ex- 
change specialists and market- 
makers in all of the world's finan- 
cial centers. They serve major 
corporations, governments, secu- 
rities houses, fund managers. 
That means we continually mon- 
itor the activities of leading forex 
participants 24 hours a day. 

C] Our subsidiary Morgan 
Futures Corporation is a leading 
participant in the futures markets 
in Chicago, London, and Singa- 
pore, and is fully equipped to exe- 
cute currency futures contracts. 

[] Morgan Guaranty Ltd, our 
securities underwriting subsidi- 
ary, manages debt issues in more 
currencies than any other Euro- 
market underwriter. Because so 
many of these issues are swapped 
by Morgan from fixed to floating 
rates and vice versa, and into 
other currencies, Morgan special- 
ists find optimal investment and 
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borrowing opportunities for you in 
all the leading currencies and mar- 
kets on a real-time basis. 

[] Market behavior and trad- 
ing strategies have changed in re- 
cent years. Our knowledge and use 
of statistical analysis and techni- 
cal models help us, and you, judge 
market developments and detect 
arbitrage opportunities early. 

Some other reasons to turn to 
Morgan are: 


etter. Work with the 
organ Guaranty 
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Sydney 





Some key officers shown in Morgan trading rooms, from left. Hong Kong: Timothy Teo, Paul Finn, Thomas Ketchum; Singapore: Ho Chee Nen, 
Fock Siew Wah, Andrew Watson; Tokyo: Dominique George, Takao Sakoh, Robert Gray; Sydney: Colin Jelley, Sean McSharry, Michael Hamer. 


Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analvses, joint ventures, growth 
strategies, mergers and acquisi 
tions, and alternative financing 
techniques. We have more than 
100 professional analysts located 
in offices around the world 

Capital strength. Every trans- 
action we arrange is backed by 


Morgans financial strength - 
almost $6 billion in primary cap- 
ital. This enhances our role as 
principal and can reduce clients’ 
costs and risks in transactions 
we do for them. 

Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive years, our 
major competitors, in a poll by 


Euromoney magazine, have voted 
Morgan the most innovative firm 
in the capital markets. 

Call in Morgan 
Ask how we can put our corporate 
finance strength to work for you. 
Morgan Guaranty Trust Company 
of New York, with principal Asia- 
Pacific offices in lokyo, Hong Kong, 
Singapore, Melbourne/Sydney. 


Morgan Guaranty 
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Cancelled, see agent 


Hongkong's Dragonair loses bid for new routes 


By Michael Westlake in Hongkong 


From the spectators’ point of view, 
public hearings of Hongkong’s Air 
Transport Licensing Authority 
(ATLA) which began on 30 June have 
been good theatre: language that even 
the participants described as “vivid,” a 
sort of courtroom drama with appar- 
ently personal attacks on witnesses by 
counsel, and rebukes and startling ques- 
tions from the bench. They also appar- 
ently promised further disappointment 
for one of the applicants, fledgeling 
Hongkong airline Dragonair, whose 
chairman and controlling shareholder is 
Hongkong shipping magnate Sir Yue- 
kong Pao. 

The ATLA, an independent body, 
passes judgment on whether new ser- 
vices would involve uneconomic dupli- 
cation of routes to and from Hong- 
kong. Successful applicants must then 
seek approval from the appropriate 
governments to fly their new routes. 

In this case, Dragonair sought 
ATLA approval for flights from Hong- 
kong to Amsterdam and then Manches- 
ter, and separately from Hongkong to 
London with no mid-point traffic. Hong- 
kong’s Cathay Pacific Airways wanted to 
extend its present Frankfurt route to 
Amsterdam and its London route to 
Manchester, but with the option of serv- 
ing Manchester from points in Europe. 
Both Cathay and London’s British 
Caledonian Airways (BCal) objected to 
Dragonair’s applications. The third in- 
cumbent on the London route, British 
Airways (BA), lodged no objection. 

Much of Dragonair’s case was 
fraught with regulatory hurdles. Under 
Hongkong’s present regulations 
Dragonair — and Cathay — must in 
legal terms be treated as British airlines 
based in Hongkong. Thus those sections 
of Dragonair’s submission which dwelt 
upon the two-to-one imbalance be- 
tween British and “Hongkong” airlines 
on the London route were said by 
Cathay to be emotional arguments in- 
volving policy matters outside the 
ATLA’s jurisdiction. 

Further, in 1983 Britain imposed a 
restriction of 10 return flights a week of 
any aircraft type between Hongkong 
and London (direct or otherwise) for 
each of the three incumbents — at pre- 
sent only Cathay's Boeing 747s have 
reached this limit while BA has seven 
(with 747s) and BCal has nine (with 
DC10s). Cathay plans other London 
flights via Europe, and hopes this limit 
may be lifted after talks in October. 

From Dragonair's point of view, the 
situation was apparently simple: it is los- 
ing money operating charter services to 
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several points in China and Southeast 
Asia. Managing director Helmut 
Sohmen, who is also vice-chairman of 
Pao’s World-Wide Shipping Agency, 
told the panel that delays in diplomatic 
negotiations over scheduled services to 
eight points in China, for which it was 
granted ATLA licences in December, 
plus ATLA’s refusal of licences for po- 
tentially far more profitable Peking and 
Shanghai routes, mean that the com- 
pany must look elsewhere for oppor- 
tunities. 

Hence ` Dragonair’s desire to 
catapult itself from its present short- 
haul operations with only 40 staff and a 


Pao: financial patience. 





single Boeing 737 to intercontinental 
operations to Europe and later the US 
with 747s within approximately nine 
months, buying in experience as and 
where necessary, and leasing aircraft as 
and where it can. 


T new plan was ridiculed by 
Cathay and more gently probed for 
weaknesses by BCal. During the hear- 
ings, Dragonair general manager 
Stephen Miller admitted that there is at 
present no coherent marketing plan. 
And both the aircraft proposed for the 
European service are available only 
under so-called safe-harbour leases, 
which mean they must make a certain 
number of landings in the US each year. 

Both Cathay and BCal derided what 
Dragonair saw as a gap on the London 
route: the frequencies provided at pre- 
sent against the 30 permitted. Arguing 
that current load factors were so high as 


to mean would-be travellers were often 
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service with a slightly lower range of 
fares and a "Hongkong flavour" — bas- | 
ically a choice of Western or Chinese | 
food and both Western and Chinese | 
channels in the entertainment system. | 
More important, Dragonair had to du 
agree with BCal planning and corpo- P 
rate-affairs director Peter Smith that, by | 
their own figures, any growth for 
Dragonair depended on all three pre- | 
sent incumbents holding back on any T 
planned capacity increases. l 
[ 
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Dragonair's claim that an overall |. 
matching of fares would mean larger | 
market growth was disputed, with both | 
Cathay and BCal warning that their | 
sophisticated reservations management d 
would enable them to squeeze | 
Dragonair into severe losses almost in- | 
stantly. Such action, they said, would | 
hurt profits but would not push their | 
own services into the red. Cathay's rep- |; 
resentatives frequently showed their | 
exasperation at having had to spend a | 
lot of time analysing proposals their T 
written rebuttal described variously as | 
“laughable,” “naive or misleading" and | 
“pure nonsense dressed up as fact,” | 
among other derogatory terms. I 

On 7 July, after hearing Cathay man- | 
aging director Peter Sutch say that the | 
London route's yield was only 4.3 US | 
cents a revenue-passenger km (BCal’s | 
figure was 4.2) against an all-routes - 
average of 6.5 even with six years’ ex- | 
perience on the route, panel member 
and local ferry company chief Edmond | - 
Lau asked: “If a group of shareholders | 
with money to burn wants to start an in- 
tercontinental airline, how do they | 
start?" Sutch, echoing earlier BCal 
comments, predictably replied that they 
should gain experience with scheduled 
regional operations. T 

Shortly thereafter, the panel stopped 
Cathay from calling further witnesses. 
ATLA .chairman Judge Ross Pen- 
lington said the panel had heard | 
enough: subject only to persuasion by | 
Dragonair counsel Bruce Coles' closing 
argument expected on 10 July, Cathay 
had its licences — meaning Dragonair 
would not get Amsterdam and Man- 
chester. Its London application may 
take longer to decide. 

If nothing else, Dragonair has made 
clear that it does not intend to give up. 
Sohmen had told the panel that the 
shareholders were prepared for a long 
haul. Outside the hearing he would not 
confirm or deny to the REVIEW that its 
present losses were approaching 
US$500,000 a month, but indicated that 
losses were expected to be reduced in 
time and that the shareholders would 
continue providing money: for several 
years before reassessing their positions. | 

With more than 20 British air-service | 
agreements involving Hongkong to be 
renegotiated in the run-up to 1997, 
Dragonair intends to take BCal’s advice 
at the hearing and “keep hammering at 
the door” until it is granted routes. gy 
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T he successes and failures of the deve- 
loped market economies — their 


| periods of boom and recession — are 


largely accounted for by the kinds of 


|- market conditions they face. Japan has 
| been a consistent success story in recent 
.| decades because it could. seek out a 


large international market to utilise its 
productive potential. 

It is this expanding export market 
which has fuelled a gross national pro- 


| duct growth rate in Japan that has con- 
| sistently been double the average rate of 


growth of key industrial countries in re- 
cent years. In the period 1980-85, Ja- 
pan's economy grew at 4.376, while the 
average growth of industrial countries 


. was only 2.2%. The world economy slow- 


ed down in 1985 mainly because the US 
economy lost its momentum with a de- 
cline of its growth rate from 6.6% in 1984 
to only 2.3% in 1985. Had the Japanese 
economy not grown . .. the world econ- 
omy would have slackened further. 

The medium-term scenarios of the 
OECD and the IMF project continued 
slow growth of the world economy, be- 
cause the US economy is not expected 
to gain more than 3% as it begins to cor- 
rect its fiscal deficit. The projections of 
world economic growth would have 
been higher if they allowed for con- 
tinued Japanese growth of 4-576. In- 
stead, Japan is projected to grow at a lit- 
tle more than 3% in 1986-87. 

A high rate of Japanese growth is 
necessary for a high rate of world 
growth. The international community 
should find methods to sustain higher 


| growth in Japan to offset the decline in 


the US’ growth. Since export gains have 
been the main source of Japanese 
growth, this would imply sustaining 
high export growth for Japan. Even if 
this appears to be a temporary market 
loss for some countries — like the US — 


in the long run, a growing world econ- 


omy would allow for expansion of their 
markets. This would be even more so if 
Japanese export growth was attended 


- by a recycling of its export surplus to fi- 


nance the import-surplus of the de- 
veloping countries for products from in- 
dustrial countries. 

Japan's high export growth has led to 
an increasing current-account surplus as 
imports have not grown at the same pace. 
Although there may be good arguments 
for increasing Japanese imports, they 
do not call for an appreciation of the 
yen, as these imports are mainly deter- 
mined by structural factors and are not 
very responsive to price changes. The 
exchange rate of the yen should be 
guided mainly by the consideration of 
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| Japan — saviour of 
| the developing world 


maintaining high growth in exports, 
while the problem of sustaining the cur- 
rent-account surplus should be dealt 
with by X appropriate financial 
mechanisms. 

The current account for 1985 of the 
major actors in the world economy 
shows that the key deficits are in the US 
(US$120 billion) and in the developing 
countries — (US$45 billion). | The 
surpluses are mainly those of Japan 

US$50 billion) and West Germany 
(USSIS billion). In fact, Japan has run a 
substantial current-account surplus in 
recent years and this is expected to grow 
even larger in the next two years, par- 
ticularly due to lower oil prices. A large 
part of the world's surpluses now go to 
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financing the very large US deficit. At 
the same time, the developing coun- 
tries’ (aggregate) deficit, excluding offi- 
cial transfers, is less than half the 
level of approximately US$100 billion 
that it reached in the early 1980s. This 
reflects the severe cutbacks in import 
capacity and economic activity since 
then. | | 
To compensate for the recessionary 
effects of the expected reduction in the | 
US budget deficit, it is necessary to sus- 
tain growth in other parts of the world 
economy. One possible measure is to 
enhance import capacity in developing 
countries, which;can be accomplished 
by re-directing. the: Japanese surplus 
away from the US to finance the deficits 
of the developing countries. 
Undoubtedly, surpluses and deficits 
largely reflect the relative strengths in 
international competitiveness among 
nations. Japan has outperformed its 
trade competitors, and this has sharply 
brought into focus the almost paradoxi- 
cally inter-dependent aspects of the in- 
ternational-payments system. 


J apan's large current-account sur- 
plus and its finding a large export 
market could not have happened with- 
out the vast US budget and, con- 
sequently, trade deficit which largely 
sustained Japan's export market. And, 
without structurally large Japanese 
domestic savings being attracted to the 
US through its higher interest rates (and 
until a year ago by an appreciating dol- 
lar), the large budget and trade deficits 
of the US simply could not have been 
sustained. 

These conditions have changed in re- 
cent months. Any reduction in the US 
budget (and trade) deficit would tend to 
shrink the external market for Japan 
without appropriate counteracting 
policies. If that happens, the lower level 
of economic activity in Japan would set 
off a chain reaction — depressing world 
trade and growth further. The present 
international financial system, closely 
linked to US national policy, has no way 
of dealing with such negative chain reac- 
tions unless Japan and West Germany 
take some initiative. Lacking such ac- 
tions; the world economy will con- 
tinue to be exceptionally recession- 
prone. 

An inward-looking Japanese policy, 
as is currently counselled by many, 
would force Japan to rely increasingly 
on its domestic market. The transition 
from a successful regime of export-led 
growth to a domestic market-oriented 
growth regime is beset with so many dif- 
ficulties that inward-looking policies are 
likely to doom Japan to a future of lower 
growth and higher unemployment. 

Although it is necessary and desira- 
ble to raise domestic investment and ex- 
penditure on housing and other public 
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a highly industrialised economy like 
Japan would be able to absorb all its 
27% rate of private savings in relation to 
GNP by increasing the rate of domestic 
investment and reducing the current- 
account surplus. ! 

In a very real sense, Japan's current- 
account surplus is structural, reflecting 
a high rate of private savings that cannot 
be absorbed by domestic investment. 
The Japanese current-account surplus 
has increased from 2.1% of GNP in 
1983 to 3% in 1984 and to 3.6% in 1985. 
Even if domestic consumption is stimu- 
lated by special incentives, it is unlikely 
that the private-savings rate will fall sig- 
nificantly in the medium term, as Japan- 
ese savings behaviour is determined 
largely by long-term demographic and 
sociological factors.) 

Similarly, it is unlikely that, even 
with a stimulus to domestic-investment 
activity, the savings-investment gap can 
be reduced drastically, or that the cur- 
rent-account surplus (as a percentage of 
GNP) can be brought lower than 2.5-3% 
in the next few years, without re- 
ducing Japanese economic growth. 

The other option open to 
Japan is to build on the strength of 
its international position (Japan 
accounts for a tenth of the world's 
gross domestic product). It could 
take an initiative in coordinating 
international economic policies 
for the mutual benefit of nations 
engaged in world trade, which 
other surplus countries — notably - 
West Germany — could be en- 
couraged to join. The purpose 
would be to maintain the export 
growth of the world economy, and 
adopt measures to allow Japan's 
current-account surplus to finance 
the deficits of other growing 
economies. 

This could be done by evolving 
mechanisms for financial inter- 
mediation of the Japanese 
surplus. As mentioned before, 
when the US deficit decreases and 
creates deflationary pressures in 
the world market, Japan could 
partly counter this pressure by di- 
verting its surplus through finan- 
cial intermediation to the de- 
veloping countries. This would in- 
crease those nations’ interna- | 
tional purchasing power, and in turn ex- 
pand the external market of Japan and 
other industrial countries. 

Conditions are now favourable for 
Japan to take this initiative, in two 
ways. First, the Japanese banking sys- 
iem has been developing its interna- 
‘ional capabilities at a rapid rate over 
he past 15 years or so. Since 1981, 
lapan has accumulated current-pay- 
nents surpluses exceeding US$60 bil- 
ion, of which less than US$10 billion 
1as been added to Japanese reserves. 
[he rest has been increasingly recycled 
hrough Japanese banks and securities 
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share, 25%, of total international bank- 
ing assets. Japan has now pushed US 
banks into second place, with the latter 
accounting for 1895. 

So, the financial infrastructure is in 
place for Japan to help divert surplus 
savings to the developing world. A 


necessary condition, however, for start- 


ing new lending by the international 


banks would be to solve the debt prob- 
lems of developing countries by such 
means as extension of maturities and 
lowering of interest rates. An example 
of such a measure is the Hattori Plan to 
establish àn International Solidarity 
Bank, replacing hard commercial loans 
with lending on more reasonable terms. 
This is à principle which can be ex- 
tended to other cases. Implementation 
of this plan would be complementary to 
the initiatives of the Baker Plan. 


Secondly, mechanisms can be creat- 
ed to channel Japanese capital di- 
rectly to developing countries, with the 
support of the Japanese Government, 
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Vehicles for export: surpluses grow. 





by mobilising Japanese private savings 
for portfolio and equity investment in 
such nations. If the principle is ac- 
cepted, the specifics can be worked out. 
From the broad and humane philosophy 
of the proposal for a Japanese Marshail 
Plan for the developing countries, to the 
specifics of the financial instruments re- 
quired for diverting the Japanese 
surplus to the Third World, there exists 
a wide spectrum of options and combi- 
nations. 

Looking at the nature of Japanese 
capital outflows and foreign invest- 


firms. Today, Japan owns the largest - 
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Any recycling mechanism which has the 
guarantee of an international institution 


such as the IMF or the World Bank, or | 


the major industrial countries, would at 
least partly meet the requirement. E 
The international institutions and 
the developing countries have to play a 
major role in providing guarantees and. 
ensuring fair returns on such Japanese 
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motivating force is capital security, an d 
not so much the market rate of return. 
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investment. But it may also be neces- - 


sary for the Japanese Government to 
play an active part in this process, either 


by subsidising the interest rates, or by 


giving special incentives for investment 


income earned in developing countries, 


or providing some collateral to Japan- 


ese private-savings institutions to make 
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investment in these countries attrac- | 


tive. 
The fiscal implication of the govern- 
ment taking such a role, asa percentage 


of GNP, has been brought down consid- | 


erably in recent years. With such a high 
rate of private sævings as Japan has, the 


fiscal deficit of the public sector has very | 
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little crowding-out effect. Some govern- | 


ment subsidies for private equity or 
portfolio investment 
countries could play a catalytic role in 
mobilising resources, with a very large 
impact on the developing countries and 
the world economy. 


In this context, a beginning can be- | 


made by creating an international fund 


for promoting private-capital flows | 


from the developed to the developing 









€ The international 
community should find 
methods to sustain higher 
growth in Japan [which] 
would imply sustaining high 
export growth for Japan. ? 







countries. This should cover all kinds of 


private capital, including direct and 


portfolio investment as well as bank - 


lending. The funds should be used di- 
rectly or indirectly through the govern- 
ments of the nations concerned, for pro- 


viding interest subsidies, concessional | 
treatment of investment income and. 


other possible incentives. 
A number of feasible schemes can be 
worked out which would make the 


mobilisation of actual capital flows to ` 
developing countries a substantial mul- _ 


tiple of thé resources available from this 
fund. What is required, however, is the 
political will of the industrial countries, 
which should agree to provide addi- 
tional funds for this purpose over and 
above their official development assist- 
ance and contributions to multilateral 
institutions. The Japanese Government 
could take the initiative of contributing 
0.1% of its GNP to set up such an inter- 
national fund, while inviting other in- 
dustrial countries to join the fund by 
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First on the rocks 


1 By Paisal Sricharatchanya in Bangkok 


hai monetary aüthorities have taken 
control of an ailing, mid-sized bank 
in a rescue operation that could cost 


.| more than Baht 5 billion (US$185 mil- 
| lion)— its total bad and doubtful debts. 
"The rescue of First Bangkok City Bank 


(FBCB) — 10th-largest of the 16 Thai 


.| banks — came less than two years after 





the government took over another 


smaller institution, the former Asia 
Trust Bank (later renamed Sayarm 


. | Bank). 


Both cases underscore the official 
policy that any banking failure must be 
prevented — even at high cost — since it 


| would not only shake confidence in the 
| financial system but could also set off 


dangerous economic and political after- 


. shocks. 


Technically, the latest exercise is not 


| a direct government takeover. The 


Fund for Rehabilitation and Develop- 
ment of Financial Institutions, an entity 


E separate from the Bank of Thailand 


(BoT, the central bank) and created late 


. last year by one of three controversial 


banking decrees (REVIEW, 28 Nov. '85), 
is to assume partial or majority owner- 


- | ship of a restructured FBCB. However, 


since the fund is managed by the BoT, 
the operation is tantamount to à take- 
over by the government. 

Central to the rescue package is a 3 
July decision by the BoT to write down 
FBCB's registered capital by 95% , from 
Baht 1.37 billion to Baht 68.25 million. 
Officials are hopeful that a Baht 2 bil- 
lion capital increase, alongside another 
Baht 3.3-3.8 billion in long-term soft 
loans promised by BoT, will be enough 
to cover the bad and doubtful debts and 
restore the bank's balance-sheet to 
health. 

"The takeover ended months of futile 
efforts by the central bank to bring new 
investors into FBCB. There was no run 
on deposits, and the move calmed anxi- 
ety among the more than 10 foreign 
banks whose combined lending ac- 
counted for roughly a third of FBCB's 


- Baht 24-25 billion funding base. 


However, FBCB's new management 
is likely to face some complications re- 
lating to the suspension of two deposit- 
taking companies (DTCs) in Hongkong 


. — and the subsequent liquidation of 


one of the two — that were affiliated 
with the bank and its former president 
and major shareholder, Kamron 
*Coro" Tejapaibul. 

The fund is committed to subscribe 
Baht 500 million of the new capital. 
FBCB’s existing shareholders as well as 
other interested investors can take up 
the remaining Baht 1.5 billion — failing 
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| Thai authorities move in to rescue an ailing bank 


which this portion will also be sub- 
scribed by the fund. While existing 
shareholders were given until 11 July to 
subscribe to the new issues, BoT gover- 
nor Kamchorn Sathirakul declined to 
specify a timeframe for completion of 
the entire capital increase. 

Some analysts noted that the gover- 
nor's ability to line up new investors will 
now be put to the test. Strapped with the 
still. problematic Sayarm Bank plus a 
pool of 24 ailing finance firms previ- 
ously taken over by the government 
(REVIEW, 19 June), the authorities ap- 
parently have no desire to become 
deeply entangled in FBCB. 

The first sign of trouble at FBCB sur- 
faced in mid-1985 when Kamron invited 
a former senior central banker, Pakorn 


Bion rine, 


T5725. SRG 


Malakul, to assume the vice-presidency | 


of the bank. But it was not until early 
this year that the extent of damage be- 


. came known to the public. 


An auditor's report on its 1985 bal- 
ance-sheet took note of Baht 2.79 bil- 
lion of *worthless assets" that the BoT 
had consented to be written off at a fu- 
ture date. The books showed Baht 15.9 
billion, Baht 18.18 billion and Baht 
28.16 billion in deposits, loans and total 
assets respectively. 

Officials would only say that the 


. worthless assets were losses from inter- 


national operations. A large portion of 
this is believed be damage from the 
November 1984 baht devaluation plus 
losses from subsequent foreign-cur- 
rency speculation both here and in 
Hongkong. Taking into account other 
doubtful debts owed by companies af- 
filiated with Kamron and the likely 
losses from the two suspended Hong- 


* 


kong DTCs, th 





and: taking effective control. - MK 


» 

" ‘| 
SEAT. 
"ww 


= 









Ae d cp v ee PUE 
;, the labe a total damage 
was putat Baht 5.1 billion. - 

Officials could not confirm whethe 
the damage was caused by simple mis- 
judgment or was the result of fraud. 
However, BoT was planning to file 
charges with police to facilitate a de- 
talled investigation. Kamron was re- 
ported to have disappeared and au- 
thorities were uncertain whether he was 
in Thailand or abroad. 

After the takeover in August 1984 of 
Asia Trust Bank, the authorities sub- 
sequently filed’ criminal and civil 
charges against its former chairman 
Wallop Tarnvanichkul, alias Johnny 
Ma, for fraud. But there was no court 
proceeding since^Wallop had taken rè- 
fuge in Taiwan, which has no diplomatic 
relations — and hence no extradition 
pact — with Thailand. 

The Baht 2 billion new capital in- 
crease was in fact ordered by BoT early 
this year. Kamron’s majority holding in 
FBCB, totalling about 60% of the old 
capital base, was sold to three groups of 
local investors in April when Kamron 
was also replaced as president by 


Pakorn. The new investors were led by 
the Sura Thip Group — one of the coun- 
try’s two giant liquor-distillery com- 
panies — whose chairman, retired 


 Lieut-Gen. Nop Phinsaikaew, was later 


named chairman of FBCB's executive 
board. 


T local business press was rife with 
reports throughout May that the 
Sura Thip Group-led investors were 
ready to subscribe to Baht 1 billion, o! 
5095, of the new capital issues. Unde! 
the tentative plan agreed to by BoT a 
the time, the fund was to take up 25% 
leaving the remaining 25% for subscrip 
tion in 1987, possibly by one of FBCB' 
foreign-bank creditors. 

But their tone changed in June 
There were reports to the effect that th« 
new investors had a change of hear 
after discovering that the extent o 
FBCB's damage was greater than origi 
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shareholders failed to confirm the capi- 
tal-increase motion at an. extraordina ry 








meeting on 2 July — the day before the 


BoT intervention — and decided in- 
stead to seek BoT assistance. 

. The suggestion that FBCB's losses 
were larger than expected were dismiss- 
ed as groundless by Ekamol Khiriwat, 
director of the BoT's banks supervision 
and examination department. Said 
Ekamol: "It was the same [Sura Thip] 

roup that came up with the Baht 5.1 
Dillion total bad and. doubtful debts 
from the start.” The-BoT is likely to im- 
pose tough conditions that include strict 
internal audits and prevention of un- 
warranted lending to shareholders’ af- 
filiates. gd obe 
= Of the two suspended Hongkong 
DTCs, the one that has become prob- 
lematic is First Bangkok City Finance 
(FBCF), which is owned 20% by FBCB, 
with the other 80% held by Thailand- 
based companies affiliated with Kam- 
ron and the Tejapaibul family. FBCF 
owed US$19 million to five US banks. 
According to banking sources in Bang- 
kok, the Hongkong company first de- 
faulted on a US$2 million banker's ac- 
ceptance on 13June which subsequently 
led to defaults on all its other loans. 

The creditor banks have since been 
pressing the BoT and FBCB manage- 
ment for commitments to honour "let- 
ters of comfort" issued them earlier by 
Kamron on FBCB's behalf. However, 
Bangkok remains — non-committal. 
Given a 3 July order by the Hongkong 
High Court to liquidate FBCF — based 
on a petition by the Hongkong Commis- 
sioner of DTCs that “there was nobody 
left in Hongkong to manage the com- 
pany" — the underlying attitude here is 
that the question of commitments to 
FBCF should be addressed after the 
liquidation process is over. 

Clarifying Bangkok’s stand, a senior 
BoT source told the REVIEW: "Letters 
of comfort are not legally binding. 
These documents were abused [in cer- 
tain instances in the past] to encourage 
fraudulent practice. So both the parent 
bank and the foreign creditors should 
learn a lesson. FBCF owed a combined 
US$40-50 million to the foreign banks, 
Thai depositors and FBCB. After the 
liquidation proceeds are [proportion- 
ately] paid to these creditors, the FBCB 


management will decide whether to- 


honour the outstanding balance with 
the foreign banks." 

Since rigid Thai foreign-exchange 
control laws prohibit any Thai citizens 
from possessing foreign-currency ac- 
counts abroad, the Thai depositors in 
FBCF are not expected to lay any claim. 
The same is likely to apply in the case of 
Thai Mercantile Development Finance, 
the-other suspended Hongkong DTC, 
which is owned by a private holding 
company affiliated with Kamron and 
the Tejapaibul family and believed to 
have mostly Thai depositors. 
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Hongkong and Bangkok differ over loan security 





By Robert Cottrell in Hongkong 


The BoT's wish to distance FBCB | 
E from the liabilities of its Hongkong 
deposit-taking offshoot may surprise 
creditors who had put their trust in 
FBCF's audited and published 1984 ac- 
counts. A footnote describes FBCB as | 
the “ultimate holding company”: of 
FBCF,. and. says that FBCB has | 
BS serie all advances in. excess of 
5^6 of the issued share capital and re- 
serves of FBCF by way of a letter of 
guarantee issued by them to the Com- 
missioner of Deposit-Taking Com- 
panies.” = n | 

Hongkong's deposit-taking ordi- | 
nance provides for foreign banks to as- 
sure the debts of their local deposit-tak- | 
ing company (DTC) subsidiaries, so | 
that the DTCs may make loans larger | 
than prudential limits would normally | 
permit. The finest assurance would bea | 
specific guarantee. But the document | 
lodged by FBCB was not such a guaran- | 
tee. It was the more common “letter of | 
comfort,” an instrument intended to 
demonstrate only a loosely defined 
“moral liability.” 

According to Hongkong law, a letter 
of comfort is officially acceptable only 
when it is issued pursuant to a resolution 
of the board of directors of the parent ` 
bank, and with the knowledge of the 
banking authority responsible for reg- 
ulating the parent — in this case the 
BoT itself. For this reason, and unless 
the authenticity of FBCB's letter of | 
comfort is to be questioned, Hongkong | 
regulators remain optimistic that BoT | 
will eventually wish to see the obligation | 
honoured. | 

Hongkong practice requires that a | 
letter of comfort should also state the l 
precise relationship between its issuer | 
and its subject — in this case, that | 
FBCB owns directly only 20% of FBCF, | 
while companies associated with | 
FBCB's controlling shareholders hold | 

| 
| 
| 
| 
| 
| 
| 
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the balance. Whetherit was appropriate 
for FBCB to assure the debts of a 20%- 
owned associate may now be open to 
debate: but both Hongkong and Thai 
regulators should have been aware of 
the situation. FBCF's claim in its 1984 


accounts to have FBCB as its *ultimate 


holding company" appears to have been 
somewhat misleading. 

Hongkong accounts show that both 
FBCF and its privately owned sister, 
Thai Mercantile Development Finance 
Co. (TMDFC) dealt extensively in for- 
ward foreign-exchange contracts. Such | 
contracts accounted for 40% of | 
TMDFC's total assets at the end of 
1985, while FBCF reversed itself out of | 
a potential loss for 1984 by booking pro- 
fit from a single big foreign-exchange 
transaction with FBCB. 
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Auditors to TMDFC say that, at 
31 December 1985 balance-sheet da 
the DTC had lent HK$111.7 milli 
(US$14.3 million) — more than 20% o 
total assets — to FBCF. The auditors 
Au Yeung Yik Fung, say they are**un 
able to ascertain the consequences”. 
TMDFC of the Hongkong Gov 
ment’s move on 26 June to suspend t 
registrations of TMDFC and FBFC, 
move which prevents either from takin; 
any new deposits. Hongkong's Co 
missioner of Deposit-Taking Coi 
panies has since petitioned for FBF( 
liquidation, saying that none of its ma 
agers remains in the territory. —— 

TMDFC reported a net profit - 
HK$4.67 million for 1985. But HK$ 
million of this was generated by wri 
back doubtful-debt provisions. T 
company's total assets rose only slig! 
during the year, from HK$464 million 
to HK$491 million, and with a mari 
change in their composition: inter-b: 
time deposits shrank from HK$24 
million to HK$140.7 million, while fo 
ward exchange-contract engagemen 
increased from HK$67.5 million t 
HK$209 million. | 


MDFC's auditors say they receiver 

a poor response from debtors wh 
they tried to verify the finance company 
loans. They noted a particular discr 
pancy in respect of FBCB, with which 
TMDEC said it had US$631,415 on di 
posit: FBCB said the amount was just 
US$111,576. * 


HK$7.5 million gain on a currenc 
transaction with FBCB, without whic 
the subsidiary would have incurred. 
loss. The 31 December 1984 balance 
sheet showed total assets of HK$69 
million, and equity of HK$19.8 million 
TMDFC and FBCF share an addre: 
at 149 Queen's Road Central, Hon 
kong. Directors who sit or have sat o 
both companies' boards include Kam 
ron ‘Coro’ Tejapibul, Vichai Assarat 
Suchart. Kanjanpaibul and Somboo 
Techakasem. Their shareholding struc 
fures, however, are separate. Áccord 
ing to public records, the immediat 
shareholders of FBCF are FBC 
(20%); Mahankorn Sinpaibul Corp 
(50%); Thai Investment and Trust Co 
(10%) and United Development and 
Investment Co. (20%). . ] 
TMDF is 9075 controlled by a pri 
vate company called Karking Invest 
ment, the directors of which are Samart 
Suchintabaudid (also a FBCF directo; 
and Prasob Ratanaubolchai. - | 
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There's no 
easy way out 


New Zealand faces tough 
debt and deficit choices 


-. By Colin James in Wellington 


Fact with serious losses or debt- 
restructuring bills in some of its 


state-owned corporations, the New: 
| Zealand Government is selling off bits 
| of some — and has cut into its own 


spending yet again. Finance Minister 


. Roger Douglas cut a net NZ$500 mil- 
lion (US$270.3 million) out of a bur- 
 geoning budget deficit in May, and took 
another NZ$400 million off the budget. 


by pushing state corporations out into 


— the market to borrow on their own ac- 


count. 
On 7 July, he took to the cabinet 


another raft of cuts, approved on 1 July 
- by the cabinet policy committee, total- 
- ling NZ$800 million: 


Douglas' reason was that losses and 
commitments by 


| TRADE 


| On the roundabout 


Palmer: policy dilemma. d 





state corporations and other bodies, 
mainly connected with the “think big” 
energy-based projects started by the 
previous national government, were 
going to push up the budget deficit by 
some NZ$1 billion beyond his target of 
NZ$2.5 billion, or around 6% of gross 
domestic product. 

Already, the government earlier this 


Members of Gatt prepare for a new round of global talks 


By Frances Williams in Geneva 

‘3 reparations to launch the new round 
of global-trade talks, designed to 

liberalise the world trading system, 


— have entered the final and crucial stage 


_| — the drafting of the declaration to be 





MI 


Nu ue | 
ur 4 3 * He P, 
i d 4n 


_ issued by ministers at their meeting in 


Punta del Este in Uruguay in mid-Sep- 


|- tember. 


The preparatory committee of the 
General Agreement on Tariffs and 
Trade, charged with drawing up the 


| agenda and procedures for the talks, 


went into continuous session on 8 July in 
a bid to meet its mid-month deadline. 


- This will not be easy. The declaration 
- will set the tone and framework for the 


years of detailed negotiation that lie 


ahead. All Gatt’s 91 members will be 


trying to ensure that vital national in- 


— terests are safeguarded from the outset. 


The two drafts now on the table — 


. one by nine smaller industrial countries 
. and the other by 10 developing nations 


— make clear how far the committee 


| still is from consensus on key issues. The 


draft of the 10 does not even launch the 
new round. This is made conditional 
upon prior agreement by the industrial 
countries to halt and dismantle protec- 


— tionist measures, specifically in the area 
of textiles and clothing; to stiffen the 


rules on safeguards which permit coun- 
tries to curb imports which. threaten 
domestic industries, and to drop de- 
mands for reciprocal concessions by de- 
veloping countries to open their markets. 

The draft, initiated by Brazil with In- 
dian backing, also makes no mention of 
“new issues" — trade in services; now a 
quarter of all world trade; protection of 
intellectual property (issues relating to 
counterfeiting, patents and Coor ahi); 
and trade-related investment policies 
such as export-performance require- 
ments and local-content rules for 
foreign undertakings. 

To the US and the EEC, which are 
insisting on the inclusion of “new is- 
sues" .in the forthcoming round, this 
outline is ^wholly unacceptable." Nor 
are developing nations rallying behind 
it. Some of the signatories are said to 
have misgivings. Asean and other Asian 
countries are firmly opposed. So are 
some Latin Americans. But the draft of 
the. nine — comprising six members of 
the European Free Trade Association 
(EFTA) plus Australia, New Zealand 
and Canada — is conspicuously weak on 
issues of key concern to developing 
countries, whose participation in the 
new round is essential to its success. 
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ff some NZ$1.2 
billion of debt in the New Zealand Steel 
expansion programme. It has also writ- 
ten off NZ$580 million from the 
Marsden Point oil-refinery plant expan- 
sion, loading that on to motorists at 16 
NZ cents a litre of petrol. Now, Douglas 
says, the government is going to have to 
write off the “best part of" NZ$1 billion 
of debt held by Petrocorp, the state- 
owned oil company. 

In addition, the government has to 
meet a number of other losses. 

This has created what Deputy Prime 
Minister. Geoffrey. Palmer on 30 June 
called a *policy dilemma": how to keep 
the deficit down and at the same time, 
meet the shortfalls. and the needs of 
other state-owned | corporations for 
extra capital. 


E d response — to the anger of La- 
bour Party stalwarts and unions — 
has been to approve private participa- 
tion in the Bank of New Zealand (BNZ) 
and the Development Finance Corp. 
(DFC), which need more capital to 
compete in the deregulated banking and 
finance industry (it is expected), and 
Petrocorp. Prime Minister David Lange 
has said there are other candidates. 
The moves are shaking to the core 


Most countries now want to get a 
new round of trade talks under way. 
They see it as perhaps the last chance to 
rescue the liberal trading system from 
oblivion, which would leave the 
economically powerful free to wage in- 
creasingly bitter trade wars with each 
other. 

Many poorer nations thus see the in- 
clusion of services and other “new is- 
sues” in the negotiating package as an 
acceptable price to pay to get the new 
round airborne, despite misgivings that 
liberalisation could open the doors to 
Western service multinationals. Other 
developing countries with expanding 
service sectors in Asia and Latin 
America are more positive. They see 
some advantage for themselves in low- 
ering barriers to trade in such areas as 
tourism, shipping, insurance and bank- 
ing. “Services and investment are an ex- 
citing area with great potential for 
stimulating economic development,” 
says South Korea’s Ambassador to Gatt 
in Geneva Kun Park. 


he US, which has taken the lead on 

services, with EEC support, is look- 
ing for negotiations leading to a general 
framework of rules to be applied to ser- 
vices trade, together with agreements 
relating to specific sectors, to be de- 
cided at the outset of the new round. 

In practice, these negotiations are 
likely to take considerably longer than 
talks on more traditional issues which 
the US would like wrapped up by 1989. > 
That should help allay fears by develop- 
ing countries that they will be forced to 
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ment that state-owned trading entities 
should be kept in state hands, even if, as 
most now admit, there is not a strong 
case for more nationalisations. 

BNZ was nationalised almost as an 
article of faith in state ownership in 
1946. That was that, until deregulation 
of the banking and finance sectors by 
Douglas. To meet the competition al- 
ready unleashed and expected under 
new legislation — foreshadowed late in 
1985 and due in parliament this month 
— to remove all but minor barriers to 
setting up new banks (allowing in new 
foreign competition) BNZ wants more 
capital. It has proposéd a share issue to 
the public equal to a quarter of its pre- 
sent capital base. Lange has said that 
the share issue would be structured to 
ensure a wide spread of shareholders. 
Petrocorp is also scheduled to be partly 
sold off. New Zealand's largest private- 
sector company, investment company 
Brierley Investments, has expressed in- 
terest in a 3076 stake (with a cash injec- 
tion rumoured at NZ$300 million) in the 
corporation. 

‘Meanwhile, the government pro- 
duced its long-awaited farm package — 
which was not welcomed by the be- 
leaguered farm sector. Farmers face 


make unwelcome concessions on ser- 
vices in return for access to Western 
markets for their exports of goods — the 
main source of Third World opposition 
to the inclusion of services up to now. 

Elsewhere, however, differences of 
view between industrial and developing 
countries, and between the Western na- 
tions themselves, remain far from being 
resolved. There is general agreement on 
the need for an effective "standstill" on 
new protectionist measures while the 
talks are in progress. 

But the industrialised countries are 
dragging in their heels on *rollback" — 
the dismantling of existing measures 
contrary to Gatt rules such as voluntary 
export restraints, market-sharing ar- 
rangements and so on. And they dis- 
agree fundamentally. on safeguards 
where the EEC is holding out for the 
right to negotiate selective import curbs 
on individual countries, a concept which 
runs directly counter to the basic Gatt 
principle of non-discrimination. 

There are also doubts about thé 
West's commitment to liberalise trade 
in some important sectors. All agree 
that agriculture has to be discussed, not 
least the developing countries which 
have been badly hurt by plummeting ex- 
port prices in the wake of the agricul- 
tural-subsidies war between the US and 
the EEC, and persistent Western over- 
production. But the EEC, under pres- 
sure from members such as France to 
inch its Common Agricultural Po- 
icy at all costs, is resisting US calls to 
put agriculture *on the fast track," and 
wants to confine all discussions to a 
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huge cuts in income in the year to June 


: 1987, because of falling overseas prices 


and the buoyancy of the New Zealand 
dollar against the US unit, in which 
many commodities are traded. Com- 
pounded with the removal of subsidies 
and other assistance to farmers from 
1984 onwards, this has led to a collapse 
of land prices and precipitated a debt 
crisis. Large numbers of farmers are 
technically insolvent. 

The package is aimed at restructur- 
ing the debt, using the state-owned 
Rural Bank (RB) to discount existing 
loans, along with other creditors. 

Under the package, the cost of sub- 
sidised loans from the RB is to be 
phased up from the subsidised rate to 
17.5%. Those in trouble, but who have 
a long-term prospect of viability, may 
have their RB loans written down to the 
amount at which, at 17.5% payable im- 
mediately, their debt payments would 
be the same as now with subsidised 
loans. 

For those without RB loans, the gov- 
ernment will guarantee half the 1986-87 
seasonal (working-finance) borrowings. 
For those who cannot continue, 
NZ5$1,000 is offered to help them relo- 
cate in other jobs. There may be as many 
as 8,000 farmers in this category. Oo 


single committee which, it is feared, will 
simply lead to a carve-up of world mar- 
kets between the EEC and the US. 

Similarly, the US is playing rough 
over textiles, taking a hard line in the 
parallel renegotiation of the Multi- 
Fibre Arrangement (MFA) on textiles 
trade, which expires at the end of the 
month, and in the linked bilateral deals 
with Third World exporters. Complicat- 
ing the issue is a US Congressional vote 
on 6 August which attempts to override 
President Reagan's veto of the highly 
restrictive Jenkins Bill on textiles and 
clothing imports (REVIEW, 10 July). 
That is making it difficult for the US ad- 
ministration to agree to any reference in 
the ministerial declaration to the 
liberalisation of trade in textiles and, 
more specifically, to an eventual phase- 
out of the MFA itself which developing 
countries are pressing for. The US has 
also shown a distinct lack of enthusiasm 
for negotiations on tropical and natural- 
resource products as demanded by the 
poorer nations. 

The preparatory committee has not 
yet reached the bottom line. Conces- 
sions will not be swapped until the last 
possible moment. But the launch of the 
new round is not a foregone conclusion. 
How to handle “new issues," agricul- 
ture, subsidies and rollback, in particu- 
lar, is likely to be left for ministers to de- 
cide when they meet on 15 September. 
Developing countries must be per- 
suaded that the new round will bring 
them benefits. That means a firm com- 
mitment by the West to practise the lib- 
eral trading principles they preach. D 
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Service, with | 


a smile 


The EEC banks moves 
for broader Gatt talks 


By Shada Islam in Brussels 


fter several months of “doubt and 
hesitation” the EEC has thrown its 


weight firmly behind US and Japanese | 
calls for the inclusion of services in the 


new multilateral Gatt trade round sche- 
duled to be launched in Punta del Este, 
Uruguay, in September. 


“It would be an error to exclude dis- | 


cussions on services from the new 
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round," Willy de Clercq, the EEC com- |. 


missioner for external trade, told the 
REVIEW. “We hope to be able to per- 


suade those against such a move that 
they will benefit from a liberalisation of 
trade in services." 


De Clercq, who will be representing. | 
the 12-member EEC at the Gatt meet- 
ing in Uruguay, stressed that his change 


of heart on services is the result of de- 
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De Cler cq: ‘services superpower. * FINANCIAL TIMES 


mands for liberalisation of services - 


made by the private sector. *Extensive 
soundings" among European entre- 
preneurs showed that not only is there a 
need to remove obstacles in world trade 
in services, but that *the EEC is a ser- 
vices superpower," said de Clercq. 

The community’s services exports 


are three times higher than those of the — 


US, claim EEC officials. The EEC's 
services sector (including 
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tourism, - 


transport, banking, insurance and con- | 


struction) earned approximately US$91 
billion a year from exports from 1979- 


82, compared to the US$30 billion - 


earned by US service exports. EEC im- 
ports of services averaged US$88.5 bil- 
lion during the same period. die 

"Services today represent 20-25% of 
world trade," argued de Clercq. *We 
can't talk about liberalising world trade 
if we ignore the development of ser- 
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ec fic to tics services ; will be needed: 
In a move clearly designed to ap- 
vease both the US and the Third World, 
C officials have accepted that discus- 
ions on agriculture will be a major part 

‘the new negotiations. But, de Clercq 
nsists that all farm subsidies and aid 
should be brought up during the new 


as far as agriculture goes, and we refuse 
. question the basic principles of our 
ommon Agricultural ru he said. 
: very visible agricultural- -subsidy 


practised by other countries, the EEC 
nas said. The purpose of the discussions 
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ingapore 's economic recovery still 
# looks chimerical. Isolated pockets 
| heightened activity, seized upon by 
-eager share investors, cannot dis- 
se the fact that most businesses are in 
doldrums. Despite -cost-cutting 
ures at home, Singapore is scrap- 
along the bottom of the tradé cycle 
anks, in large measure, to the declin- 
ing. performance of its closest neigh- 
bours, Malaysia and Indonesia. 

inga: ore’s total trade was 177% 
ater than gross national product last 




























































ny other country in the world. Europe 
and North America are showing faster- 
than-expected growth this year, but 
k. activity in Japan and Southeast 
ia will delay Singapore’s upturn, 

he government predicts that gross 
estic product will shrink by 1.5% in 
36 after a 1.8% drop last year. The 
momy slumped by 3.4% in the first 
arter, which suggests that the slide 
ould -have been halted by now and 
yat industries and services will begin 


- year. Official figures on second- 
uarter performance will not be pub- 
shed until the end of August. 
In an apparently successful attempt 
to dampen premature expectations of 
recovery, three government leaders 
arned in late May and early June that 
ingapore’s troubles are far from over. 
ee Hsien Loong, the acting minister-of 
rade and industry, told a pre-university 
inar that unemployment had 
eached 6.3% of the workforce against 
o in December. Total employment 
at 1.13 million compared with a 
a figure of 1.25 million in the third 
quarter of 1984. 

^ «Prime Minister Lee Kuan Yew said 





round. “We refuse to be put in the dock.. 


programme but also the more elaborate | 


year — higher by a greater factor than | 


sanding slightly in the second half of 


| there was. a possibili that next 








should be to reduce sky-rocketing farm |. 
production. worldwide, ata time of stag- 


nating demand. 

The new round should also pave the 
way for the liberalisation of world-tex- 
tiles trade, the EEC has said. Unlike the 
US, which is pushing for a stricter MFA 
and. which. remains reluctant to talk 
about textiles in the new round, EEC 
textile negotiators are taking modest 
steps to increase their countries’ im- 
ports of Third World textiles. 

De Clercq admits to being under at- 
tack from the French Government and 
EEC textile producers, which have ex- 
pressed outrage at recent EEC moves to 
give modest increases to textile exports 
from. Asean (especially Singapore). 
EEC textile experts emphasise that 
"Singapore, with its open pat policy, 


GDP MOVEMENTS 
i chernge over previas corresponding 
period at 1986 fantor cost) 
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year ^we may stop this minus growth" 
but that workers should continue to re- 
strain wage demands for another 12 
months after the economy has reco- 
vered. Several ministers have expressed 
concern that more than half of unionised 
workers have yet to reach wage settle- 
ments in the current pay round. 

Paradoxically, two sunset industries, 
shipbuilding and oil refining, have 
shown the most resilience in the past six 
months. For much of that time, the five 
refineries have been operating near to 
capacity. With crude-oil prices down 
and Asian product prices steady, third- 
party. processing has kept the plants at a 
two-year production high. But the low 
fees. charged have squeezed refiners' 
profits and managers expect a fall in 
output for the next few. months. The 
four local shipyards have also seen a rise 
in orders, in part from Soviet and Japan- 
ese shipping firms requiring repairs and 
spurred by the fall in the Singapore dol- 
lar. But margins have been cut to the 
bone and capacity has been reduced by 
2095. .. 

Electronics manufacturing was: ex- 


pected to be another bright spark, with 


some in t the R predicting a 10% 


“BEVIEWGRAPH by Ricky Hu 
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may also be rewarded — ¢ pi 
frightens EEC textile producers. 
But, the community refuses to indi- 
cate whether it feels that the next MFA 
should be the last. The best de Clerc 
can promise is that “the new MFA wil 


be a step forward in our ultimate aim of | 


liberalising world-textiles trade." 

While insisting that the reinforce- 
ment of Gatt rules and regulations will 
benefit all nations, the EEC admits that 
the scope for liberalisation of interna- 
tional discussions on freeing up trade in 
tropical products i is "limited." 

EEC negotiators will also be asking 
for more reciprocal-trade concessions 
from the newly industrialised countries 
and Japan. ü 






SINGAPORE 


increase in output this year. Orders, 
however, began to decline in May and 
Ron Ho, managing director of National 
Semiconductor's local unit, thinks that 
he and his colleagues may not do much 
better than in 1985. Alarms sounding 


| two months ago that the industry faced a 


labour shortage have since grown silent 


Nand electronics now employs 18% fewer 


workers than in the third quarter of 
1984. Official figures show that output 
of electronic products and components 
rose 2.7% in the first quarter, while 


electrical machinery and appliances fell 


14.8%. As a whole, manufacturing out- 


“$ put fell 8.5% compared with the same 


| quarter last year after a 10.2% drop in 
the last three months of 1985. 

Investment commitments in man- 
ufacturing by overseas firms fell to 
S$1.1 billion (US$501.1 million) in 1985 
from S$2 billion the previous year. 
Commitments in the first quarter of 
1986 totalled a sluggish $$289 million, 
though the Economic Development 
Board reckons that Lee Hsien Loong's 
visit to Japan in May helped to clinch 
S$600 million-worth of new investment. 
The US Department of Commerce esti- 
mates that US multinationals will invest 
US$190. million in Singapore this year 
(two-thirds of it in manufacturing), 10% 
less than in 1985. 

One of the bleakest areas continues 
to be foreign trade. In the first five 
months, exports (both domestically 
produced exports and re-exports) fell 
10.6% to S$19.5 billion, while imports 
dropped 12% to S$22.4 billion. It looks 
as if- Singapore's international-trade 
performance will be even worse than 
last year, when total exports fell by 
2.3% — the first decline in 10 years. The 
value of goods sold to its three largest 
markets, the US, Malaysia and Japan, 
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fell dramatically, with the biggest slump 


.— Nigel Holloway 
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National new telephone display 


really helped us spend less time 
—and money! 


Our office's monthly telephone bills were — The JX-1232 Business Telephone System 
entirely too high until we installed National's e Versatile and reliable enough for the demands of 
advanced JX-1232 telephone system. Fach today's automated office. e 12 central office lines; 32 
telephone features a big LCD display that helped extensions. ® Standard, display, display/speakerphone, 


mee and power-failure-operative 
us cut expenses In a hurry. telephone models available. 
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Want to know how long you or someone e One-touch dialling (up to : m 

else has been talking? The display will show l6 digits). e Dual-colour E: - 
you with either digits or an easy-to-read bar LEDs light green for your = m 
graph. It can also give you the total call time —— !!ne. red for other lines in E — 
Jd i use. © Optional direct- = — 
for each or every extension in the system, no RAMS doit odii E - 
numbers that have been dialled, and even the extensions at the touch ^ - 
time of day. Talk too long, and a preset alarm ofa button. i — 
will sound. What better way to encourage cost- Choose from our broad line of L^ = 
conscious communication? Biase oan cea wl nie 
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Rabobank: | 
your partner for business 


With the Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong 
and Jakarta, provides a personal 
service to companies with trade 
relations in the Netherlands. 


IC abobánk isan AA A"-rated 
Dutch co-operative banking 
institution with total assets of 
U.S. $ 48 billion. 

It ranks among the largest banks 
in the world. 


Teylers Museum, Haarlem. 


Rabobank- with 2.400 offices 
in the Netherlands - derives its 
strength mainly from its dominant 
position in the domestic market, | an» M Lie: URET OR ee OS tai ae 
especially in Dutch agriculture ay ie Sag Beat Ve Fee VU oN 
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abobank’s deep invol- ON- 
vement in these particular sectors “X Ñ 
of the Netherlands - the world’s NI 
second largest agricultural Ue A CEHEREMER ETIN t ESL 
exporter- provides a sound know- ECL aan gs eet Or 
ledge of international financing. .- ^^ | : OSEE CO 4 
NIS tall H 
So, when considering a bank Rembrandt country is Rabobank country. The country where traditions of excellence 
to introduce you to the Nether- continue to flourish. 
lands, or elsewhere in the world, 
why not consider Rabobank. Singapore Branch Hong Kong Representative Jakarta Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 


Rabobank 


Rembrandt country 1s Rabobank country. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 





e THERE is an irresistible tendency 
among commentators to exaggerate the 
power of governments, which, in turn, 
feel an equally strong urge to praise 
themselves and to. blame others. The 
Monetary Authority of Singapore 
(MAS), the keeper of the island’s finan- 
cial conscience, would like to be re- 
garded as omnipotent — in suitable in- 
stances, of course. The demise of City 
Securities will not be remembered as 
proof of this. 

In a speech to the Association of 
Banks in Singapore on 18 June, the 
managing director of the MAS, Joe Pil- 
lay, saw fit to give some encouragement 
to foreign stockbrokers keen on profit- 
ing from. Singapore. He said: “The 
MAS is.no less tolerant [than the stock 
exchange] towards foreign equity par- 
ticipation [in member firms]. Wé would 
even be prepared to let foreigners hold 
an equity share of more than 50% in 
stockbroking houses, so long as they 
demonstrate technical and marketing 
ability and are committed to introduc- 
ing new foreign business." 

The first test of the authorities' more 
open attitude towards foreign participa- 
tion came soon after with the proposal 
by Sun Hung Kai Securities (SHK) of 
Hongkong to acquire control of City 
Securities, which had accumulated 
more than S$100 million (US$45.7 mil- 
lion) worth of forward-purchase share 
contracts by the time Pan-Electric In- 
dustries collapsed in November. City 
Securities still owed S$86.1 million at 
the beginning of May and had suc- 
ceeded temporarily in staving off 
its creditors, while it sought a buy- 
er. 

On the face of it, SHK satisfies all of 
Pillay's criteria. It is the only foreign 
brokerage with a rep office approved by 
the Stock Exchange of Singapore (SES) 
committee, enabling it to tout for local 
business and to split commission with 
local brokers. It also has a respectable 
research department and could bring 
more foreign portfolio investment to 
Singapore. Its competitiveness is pre- 
cisely what sticks in the gullet of the SES 
committee, which let it be known on 2 
July that it was not prepared to lift its 
ceiling of 49% for putative overseas 
partners. City Securities was promptly 
put into liquidation. 

It is hardly surprising that SHK 
should insist on acquiring 100% of City 
Securities, since the firm's directors 
were to be relieved of their personal ob- 
ligations and creditors were reckoning 
they would recover 50 cents on the dol- 
lar under the proposed rescue. More 
puzzling is why SHK should wish to 
pay such a high price in the first 
place. 
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Bring us your tired, your poor. . 


The motives of the committee are 
clearer. It never had much clout before 
the big four banks came on the scene 
and the banks, which occupy four of the 
seven seats on the SES’ ruling body, 
want to protect their new investment. It 
is difficult now to imagine many of the 
independent brokers surviving in com- 
petition with the big four, unless the 
smaller fry are able to bring in entities 
like SHK. But foreign brokers are un- 
likely to plunge into hostile waters for a 
stake of less than 5195. 

e THE Singapore Government also 
seems to have been less than omniscient 
in the haste with which it rushed 
through passage 
of the Securities 
Industry Act in 
March. In the 
words of Finance 
Minister Richard 
Hu, the legisla- 
tion "seeks to 
provide the me- 
chanism to enable 
the government 
to ensure that the 
[stock] exchange 
henceforth exer- 
cises proper regu- 
lation of the mar- 
ket" in the wake of the Pan-El affair. 

Hu rejected requests at the time for a 
parliamentary select committee to 
examine the bill on the grounds that its 
passage was needed “very urgently be- 
cause of the impending release of [Cen- 
tral Provident Fund — CPF] monies for 
use to purchase shares." 

The rule allowing CPF investments 
in shares went into force more than two 
months ago, but there is no sign of the 
Securities Industry Act doing likewise. 
Despite enactment, the legislation has 
been held in abeyance while interested 
parties are given the chance to discuss 
proposed regulations as to how the act 
will operate. 

Ambiguities in the act seem to be 
many and varied. Section 15 appears to 
outlaw primary dealers from making a 
bond market. Section 51 suggests that 
investment advisers (whether merchant 
banks or stockbrokers) must have “a 
reasonable basis” for making recom- 
mendations to a client on, say, a merger 
or the purchase of some shares, 

Investment advisers are meant to 
find out, in Hu’s words, “their clients’ 
investment objective, financial situa- 
tion and particular needs.” Rather dif- 
ficult for the recipients of a broker’s cir- 
cular, Shroff imagines. 

If a statute is poorly worded, a fine- 
sounding rulebook cannot improve 
upon it. Perhaps this is why Hu says he 
would be quite happy to amend the ‘law 
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if in practice it turns out to be “overly re- 


strictive." So why not get it right the first | 


time? 
e PERHAPS the uncertainties over 


the Securities Industry Act have con- |. 
strained United Industrial Corp. (UIC) — 
Morgan Grenfell | 


and its adviser, 
(Asia), from being more forthcoming in 
the offer document for Intraco. UIC 
wishes to pay S$105 million for the 


82.1% of Intraco it does not already | 
own. The most disappointing aspect of | 
the document is the weak argument | 


marshalled in support of the merger, 
merely saying that the combined size of 
the two firms will help the new group 
compete better abroad. 

The takeover bid is important be- 
cause it provides the first opportunity 


since the partial disinvestment of Singa- | 
pore Airlines to see what the govern- | | 


ment means by "privatisation." The 


state-owned Temasek Holdings owns | 
of | 


41.36% of Intraco and 11.4% 


VIC. 


If Temasek accepts the logic of such | 
a merger and sells out to UIC, the state's — 


control of business will have shrunk, but 





the resulting combination may be no 
more efficient than when the two con- 
cerns were separate. 


While timid on strategic logic, UICis | 


bold on its profit forecast: $$41.8 mil- 
lion pre-tax this year compared with 
$$20.1 million in 1985, to be achieved in 
the teeth of the recession. It is difficult 


not to admire such heroism after Keppel | 


Shipyard's ill-starred takeover of Straits 
Steamship in 1983. The two cases are 
different in several respects, but there is 
one similarity: the Singapore Govern- 


ment will not want to be made a fool ofa - 


second time. 
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_ Where to go from here? 


Laos embarks sombrely on its second five-year plan 


| By Paisal Sricharatchanya in Bangkok 


espite annual GDP growth of some 
6% , land-locked Laos — with its 3.6 


| million population — appears to have 


made significant gains during its first 
five-year plan (ended 1985). But pro- 
gress has been achieved at the cost of 
serious erosion in the country's external 
accounts, particularly a widening trade 
deficit and rising foreign debt. More- 
over, the socialist regime is still facing 
structural problems in its battle for eco- 
nomic progress. 

The Laos Government has sought 
US$290 million in foreign aid to finance 
. 128 projects (and non-project require- 
ments) during the second five-year plan 
(1986-90), which seeks 5% annual eco- 
nomic growth. While the general policy 
objectives are similar to those of the 
first plan, domestic development and 
increased exports have been given new 


| priority. Laos hopes to achieve total 


food security, reduce non-food imports 
. and improve the balance of payments. 
| The first plan's performance, the 
second plan's strategies, and the chal- 
lenges that lie ahead were discussed at a 
conference in Geneva in April. Coordi- 


COMPANIES 


nated by the UN Development Pro- 
gramme (UNDP), participants included 
representatives from seven donor coun- 
tries and seven international organisa- 
tions, including the World Bank, Asian 
Development Bank and IMF. 

The leader of the Lao delegation — 
vice-president of the State Planning 
Commission Somphavanh Inthavong — 
emphasised the progress made since the 
communist takeover in 1975: the Mate- 
rial Social Product more than doubled, 
he said, while per capita national in- 
come rose 60%. Perhaps the single most 
significant achievement for Vientiane 
has been the attainment of overall na- 
tional self-sufficiency in food: rice pro- 
duction reached 1.47 million tonnes in 
1985. 

According to Somphavanh, paddy 
productivity nearly doubled from 1.43 
tonnes a hectare to 2.65 tonnes during 
the first plan. The number of doctors 
and physicians (who are not trained 
doctors, but more like paramedics) 
jumped from 90 to 2,088, while hospital 
beds rose from 6,180 to 9,880. Substan- 
tial progress was also recorded in educa- 


Tan gets another chance 


A Malaysian tycoon tries a new rescue package 


. | By Nick Seaward in Kuala Lumpur 


fter several false starts, it seems that 
| Malaysian businessman and politi- 
cian Tan Koon Swan has finally put to- 
gether a viable scheme enabling him to 
honour his forward contracts with 
stockbrokers in Singapore for shares in 
Grand United Holdings (GUH) and 
Supreme Corp. If the deal goes ahead, 
there is a substantial body of opinion 
which believes that Tan will have im- 
proved immeasurably his chances of 
getting off lightly if or when he comes 
before the courts in Singapore in Au- 
gust on charges of abetment, cheating 
and stockmarket rigging — charges 
which he has consistently denied. 
Although definite proposals have yet 
to be put to the half dozen firms still 


holding Tan's GUH and Supreme scrip, - 


. the REVIEW understands that the plan 
revolves around a .S$30 million 
(US$13.7 million) standby credit to be 
extended by a small group of Malaysian 
and Singapore banks to a new company 
_ being set up by Tan to take over the for- 
ward contracts. The Singapore branch 
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of N. M. Rothschild & Sons has been 
given the task of arranging the credit, 
wbich is to be guaranteed personally by 
several namés taken from the top 
drawer of Malaysian-Chinese industry, 
including, the REVIEW understands, 
Robert Kuok of Kuok Brothers and 
Shangri-La Hotel fame, and Datuk Lee 
Shin Cheng, vice-chairman of Industrial 
Oxygen Inc. 

The plan has established an arbitrary 
benchmark price of 60 S cents for both 
the GUH and the Supreme shares. If, 
after a period of 18 months, the price of 
the scrip falls below that level, Tan's 
company (predictably dubbed Newco 
by the merchant bankers), will under- 
take to buy the shares from the brokers 
at the 60 S cents a share price, using the 
standby credit. If, however, the price of 
the two counters rises above that level 
by the end of the period, the brokers 
will keep the shares. 

. This price is considerably more 
generous than the 50 M cents (19 US 
cents) being offered by Datuk Mak Kok 









Rice planting: seeking total 






tending primary, secondary and higher 
schools rising from 346,000 to 584,000 
and the achievement of more than 9096 
literacy in the 15-45 age group. 

But the subject of food supplies 
needs to be qualified. A background 
document compiled by the Laos Govern- 
ment with UNDP assistance and pre- 
sented at the meeting stated: “The ob- 
jective of food stocking and security has 
not been achieved ...; ; Self-sufficiency is 
being reached on. a national level — al- 
though transport- problems cause de- 
SHOSUKE TAKEUCH! 


Wo ge mete 





food security. 


and Datuk Abdullah Mohamed two 
months ago (REVIEW, 8 May), but un- 
like the Mak-Abdullah scheme, Tan's 
offer depends very much, of course, on 
whether the Kuala Lumpur Stock Ex- 
change (KLSE) and Stock Exchange of 
Singapore (SES) will permit the speedy 
resumption of trading in the two coun- 
ters, which have been suspended since 
the temporary closure of the exchanges 
in December. 


T he KLSE will probably be amenable 
to such a request, but the SES is un- 
likely to be so readily forgiving. The 
shares in question form the bulk of 
those which the now-liquidated. Pan- 


Electric Industries had originally 
contracted to buy from Tan for S$140 
million — a deal which proved to 


be its downfall. Furthermore, it was 
Tan's original failure to fulfil his prom- 
ise to take over these contracts (as part 
of his abortive attempt to rescue the 
company) that led to collapse of the 
whole intricate structure of forward 
deals on both exchanges. 

Nevertheless, the presence of Singa- 
pore's premier bank, Oversea-Chinese 
Banking Corp. (OCBC), on the list of 
banks supplying the credit to Tan's 
Newco — and Rothschild as the coor- 
dinator of the whole scheme — seems to 
indicate that it has the tacit approval of 
the Singaporean establishment. This 
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Aside from the obvious handicap of 
being a land-locked. country, Som- 
phavanh noted some of the country's 
Other constraints to growth: the small 
scale of the domestic economy, internal 
market imbalances, poor transport 
facilities, a low rate of internal sav- 
ings, and the weakness of institutional 
capacity. These shortcomings are ad- 
dressed in the new plan, which gives 
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view is reinforced by the fact that under 
the terms of the proposed scheme, in- 
‘erest on any amount drawn down is set 
at OCBC's prime rate plus-a hefty 2%. 

: OCBC's participation should not 
overshadow the. fact, however, that it is 
Malaysian banks which form the major- | 
ty of the providers of the credit — even 
hough Malayan Banking has now. de- 
zided.not to participate. It is also Tan's _ 
riends in the Malaysian-Chinese busi- 
less community who are providing the 10- 
|S personal guarantees on the S$30 million 
slus interest inthe event of adrawdown. 

` While no less than three of the six 
singaporean brokers saddled with the | 
'ontracts -— Lin Securities, Associated 
Asian Securities and E. G. Tan — have | 
ready gone bankrupt, of the remain- | 
ler — believed to be J. Ballas (6.4 mil- | 
ton- GUH), James Capel, Singapore (3 | 
nillion GUH) and Ong & Co. (840,000 
3UH, 1.4 million Supreme) — at least 
wo are- sufficiently interested in Tan's 
»oposals to have their lawyers studying 
t. A spokesman for Ong & Co., whose 
Ang Tjin An is understood to be acting | 
or all the brokers in this matter, refused | 
o comment. on the likelihood of the | 
roposals being accepted, however. | 
. According to sources close to. the | 
leal, the standby credit will probably 
urn out to be "slightly less" than S$30 
aillion, though S$36 million had sh 
ally been the planned figure. The 


dustrial project 
-sional cadres in support of human-re- 
source requirements, and rehabilita- 
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tion of major trunk routes and rural 
feeder roads. 

While Laos' tiny export base more 
than doubled from US$23.1 million in 
1981 to US$47.6 million in 1985, im- 
ports stayed high — and rose: they went 
from US$109.5 million to US$163.3 mil- 
lion in the same period. Thus, the trade 
deficit widened from US$86.4 million to 
US$115.7 million. After marginal in- 
creases in services and trans- 
fers (from US$17.2 million 
to US$20.4 million), the cur- 
rent-account deficit —. in- 
creased from US$69.2 mil- 
lion to US$95.3 million. 

Electricity sales to Thai- 
land from the Nam Ngum 
dam near Vientiane are the 
chief source of foreign-ex- 
change earnings — rising 


from US$10.8 million in 
1981 to US$27.4 million 
last year, or more than 


half of total exports. Tim- 
ber, wood products and min- 
erals were among other key 
export items. Further deve- 
lopment of these areas is 
given priority in the new 
plan. 

Of the investments plan- 
ned for 1986-90 — totalling 
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higher figure came about because it was 
Tan's original intention to offer brokers 
90 S cents for the Supreme shares, but 
for some reason which is not yet clear, it 
was decided to set a common price for 
both. Early this year, the SES valued 


GUH and Supreme at 70 S cents and 90 | 


S cents; respectively. 


"he actual amount of shares at stake 


is uncertain, too. When Mak and Ab- 


; dullah mounted their bid in May, it was 


known that they were chasing 26.6 mil- 
lion shares in Supreme and 24.44 mil- 
lion shares in GUH, held by seven brok- 
ers, including the Malaysia-based Y. K. 


Fung Securities with 6 million GUH.. 


However, 51.04 million shares at a price 
of 60S cents would cost more than S$30 
million, indicating that some of the scrip 
has either been sold by the brokers since 
the Mak-Abdullah bid or one or more 
blocks of shares have been excluded. In 
this connection, it is interesting to note 
that when asked whether he had ac- 
cepted Tan's offer, Y. K. Fung's Fung 
Yan Khai told the REVIEW that he had 
"not been approached by any party in 


^ 


this matter." 


It may also be relevant that Tan is re- | 


ported in June to have paid off the re- 


maining M$5.2 million of his M$23 mil- | 


lion debt to Multi-Purpose. Holdings 
(MPH) in the form of shares, the bulk of 


which were in GUH and the remainder | perhaps S$2 million each. 





profes- | 


| 33.1%. These are followed by trans 
port, telecommunications and other 
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infrastructure projects (31.6%). Of the- 
total, some US$26 million is targeted as” 
post-1990 expenditures while an addi- 
tional US$10 million in local-participa 
tion funds are sought for a programme: 
to improve the living standards of the. 
rural poor. : 

Strapped with US$412.6 million in. 
sovereign foreign debt at end-1984, and. 
an estimated 33.7% debt-service ratio 
last year, Vientiane has made it clear 
that it prefers grants to loans. And judg-- 
ing from the tone of the background 
document, it also appears that the gov 
ernment has contemplated a reschedul- 
ing of its debt. 

The section on aid stated: "Laos, 
which has benefited largely in the past- 
from favourable financing conditions, 
hopes to be able to receive the majority 
of its aid as grants or loans with favoura- ` 
ble terms, given the extent of existing. 
underdevelopment. Likewise, Laos 
wishes to be freed, partially or totally, 
from repaying earlier loans contracted 
from funding sources. In effect, facing a 
quadrupling of the debt service regis- 
tered from 1981 to 1986 and the in- 
adequacy of receipts from foreign cur- 
rencies, Laos wishes, as far as possible, 
to receive foreign assistance in the form 
of grants, rather than loans.” 





in Supreme and Everpeace Corp. Ap- 
parently the MPH board used the SES’ 
price for GUH and Supreme in arriving 
at a fair valuation of these shares, which 
—- after taking into account the ex-- 
change-rate differences — suggests that 
5.5-6 million shares in GUH and Su- 
preme changed hands. If Tan had ac- 
quired these shares from the broker: 
rather than from his own existing hok 
ings (he controls all three companies), 
this would bring down the amount 
needed to cover the remaining shares at 
60 S cents to around S$27 million. 
(Incidentally, if MPH accepted the 
shares at the SES valuation in part pay- 
ment for the "failed investment" of 
M$23 million there may be some pro- 
tests from shareholders when it be- 
comes known that Tan now values the 


shares at a lower price.) : 


What are certain are the terms of the 
proposed standby-credit facility. The 
0.2576 arrangement fee, payable on sign- 
ature, and the 175-a-year standby fee on 
undrawn balance, payable monthly in 
arrears, imply.a total cost to Tan's Newco 
of $$525 ,000 over the life of the credit, 
demonstrating that either Tan is not as 
"dead broke" as he would have the world 
believe, or — more likely — his political 
clout in Malaysia is still judged strong 
enough by some to warrant a modest in- 
vestment and a personal guarantee for 
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_ |. Japan eases Euroyen controls but keeps the lid on at home 
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By Richard Hanson in Tokyo 


fforts to further liberalise the use of 

Euroyen markets, especially for 
non-residents, have brought more pres- 
sure on Japanese authorities to modern- 
ise domestic capital markets, and esca- 
lated an increasingly sharp battle at 
home for territory between the handful 
of Japanese banks who can raise long- 
term funds and the rest, which cannot. 

The most recent development came 
in June, when the Ministry of Finance 
(MoF) yielded to considerable outside 
pressure from the US and Europe, and 
gave permission for the headquarters of 
foreign commercial banks with Tokyo 
branches to issue long-term Euroyen 
bonds. (Foreign banks with government 
roots had been allowed to do so before.) 

The concession, though welcome, 
represents a partial victory for the for- 
eigners, a reflection of how delicate the 
issue of Euroyen versus domestic mar- 
kets has become. 

Foreigners will not be allowed to use 
the yen they raise in Japan, where 
foreign-bank branches are often at a dis- 
advantage in raising funds in local 
money markets. That means that most 
of the funds raised will end up being 
swapped into other currencies. Nor was 
there mention of when the foreign 
banks might be able to tap Tokyo's 
samurai-bond market, where nowadays 
single-A rated non-banks can raise 
funds. 

And, despite a good deal of initial 
jockeying for position on the starting 
line, poor market conditions have held 
up the launch of Euroyen bonds by all 
but one (Citicorp) of the dozen or so 
banks which have registered with the 
MoF for permission. 

What the foreign banks, and the big 


Japanese underwriters which lobbied 
for the change, can be satisfied with is 
the fact that developments in Euroyen 
markets tend to hasten the day when 
markets in Tokyo will behave more flex- 
ibly. 

“The expansion of the Euroyen mar- 
ket will lead to improvements in the 
domestic-bond market," says Masao 
Inagaki, general manager of the Inter- 
national Finance Division at Nikko 
Securities. 

The obstacles to change are consi- 
derable, however. Opposition centres 
on the long-term credit banks, led by 
the Industrial Bank of Japan (IBJ), 
which have powerful allies. 

But the long-term credit banks have 
found themselves fighting a two-front 
war — first, against the short-term 
funded city banks to preserve their spe- 


ding to outside pressure. 
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anking 
ondly, to keep their privileged position 
in the domestic-bond market, where 
they collect “commissioned-bank” fees 
and (with a group of trustee banks) set 
qualification standards. 

What is viewed às progress by some 
— borrowers, for instance — is seen as a 
further encroachment on territory and 
profitable (though antiquated) lines of 
business by others (trustee banks, espe- 
cially). But the writing is on the wall. Ja- 
panese corporations raised more funds 
in 1985 in the Eurobond market than at 
home, where issuing requirements are 
more rigid and slightly more costly. 

Euroyen-bond issues since the start 
of this year have roughly doubled issues 
in the samurai-bond market. From 
January-April, Euroyen issues by non- 
residents amounted to ¥986.1 billion 
(US$6.1 billion), compared with * 1.45 
trillion for all of 1985 when the market 
was liberalised. Japanese borrowers 
raised ¥162 billion in Euroyen in those 
four months, compared with ¥140 bil- 
lion in all of 1985. 

The real threat to domestic capital 
markets would come if the MoF were to 
lift existing restrictions on long-term 
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. Miti questions its own statistics on investment in Hongkong 
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By Bruce Roscoe in Tokyo 


apanese direct investment in Hong- 

kong plunged sharply in the fiscal 
year ended 31 March, according to fig- 
ures just released by the Ministry of In- 
ternational Trade and Industry (Miti), 
but Miti officials themselves question 
the meaning of the figures. 

Japanese investment for the year 
amounted to US$131 million, down 
68.2% from the US$412 million in- 
vested in Hongkong manufacturing or 
retail businesses the year before. Dis- 


y - » 
See eee ee ee a 


US$563 million was higher still, possibly 
suggesting Japanese companies are 
pulling out of Hongkong. 

By case number and share of 
value, Miti figures show Hongkong at- 
tracted 178 cases of Japanese invest- 
ment in 1983 (6.9% in value of all Ja- 
panese overseas direct investments), 
119 in 1984 (4.1%), and 105 in 1985 
(1.1%). 

Miti officials caution, however, 
these figures represent only the invest- 
ment intentions of Japanese companies 


as registered with the Ministry of Fi- 
nance and would record investment fi- 
nanced only by capital exported from 
Japan. 

Miti’s industrial-policy bureau says 
many Japanese companies in Hong: 
kong are using the local Hongkong 
facilities of Japanese banks and foreign 
banks to finance expanded production 
capacity, which amounts to direct in 
vestment by Japanese companies but i: 
not recorded as such. 

The bureau admits, however, tha 
the decision by many Japanese com 
panies to step up investments in 
Western Europe and the US in the 
past two years has occurred at the 
expense of Asean, and Hongkon 
also may have been among the casua 
ties. 
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um of sé companies 
vmch "qualify". ap.the Euroyen-: 
bond marke 
Japanese credit-rating industry has vet 
to mature, though there are signs of life. 
In April, MoF gave the go-ahead for 
three Japanese credit-rating agencies to 
rate non-resident ven-bond issues. 
The long-term credit banks have 
fought hardest on the subject of other 
banks issuing Euroyen bonds. As a sop 
from the MoF over the foreign-bank in- 
trusion, the three ;long-term credit 
banks and three specialised banks were 
also allowed. to issue Euroyen bonds. 
The Bank of Tokyo has already done so, 
issuing in Europe a few. days before 
Citicorp became. the: first foreign bank 
in the market. ] us 
It may seem odd that long-term cred- 
it banks should- worry about foreign 


t. That will take time. The 


banks issuing Euroyen bond. But as the — 


only banks able to raise long-term yen 
funds in Japan, they correctly worry 
that the concession to foreigners is one 
step towards allowing ordinary com- 
mercial banks to borrow long-term yen. 
Traditionally, city banks live on 
funds from deposits (of up to two years) 
gathered through large branch net- 
the system, such as arranging from city 
banks to swap for long-term ven debt is- 
sued in the Euromarkets. But to shift 
the basic rules would mean the end ofa - 
banking structure that served the Japan- 
ese economy reasonably well for most 
of the post-World War II era. E 
The question of segmentation is 
being carefully scrutinised by an MoF 
advisory. council. And the consensus 
seems to be that while IBJ, the biggest 
long-term bank, can delay matters, city 
banks will be allowed to issue bonds ina. 
year or so. | gs 
_. "Segmentation is looking a bit out-_ 
dated,” comments a senior official at 
the Bank of Japan. But it is still too early: 
to tell just what the new order will look 
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from US$310 million in 1984 to US$320 
million in 1985. | 7 

. Further, a Hongkong investment 
mission headed by Yeung Kai-yin, di- 
rector of industry for the Hongkong 
Government, to Japan in July reported 
strong Japanese interest, drawing 
around 200 executives of Japanese 
banks, manufacturers and trading com- 
panies at seminars in Tokye and 
Yokohama. 









iere have been some leaks in- 





: of the previous: fiscal year. (to- May 


Structures advocated by Pakistan's prin- 


cluding textiles machinery, scientific in- 








Pakistan will liberalise imports 
for manufacturers | 


Pakistan has liberalised procedures 
S for some imports, while setting an 
8% growth target for exportsin its 1986- 
87 trade policy. The government has, 
however, stuck by the decision to with- 
draw direct export subsidies, as an- 
nounced in the federal budget in May 
(REVIEW, 12 June). Exporters have 
been offered indirect incentives includ- 
ing income-tax concessions, customs- 
duty exemptions for raw-material im- 
ports and machinery for export indus- 
tries, and concessional export financ- 
ing. Officials also expect the depressed 
value of the rupee against the US dollar 
to make exports more competitive. — / 

According to official figures, Pakis- 


By Husain Haqqani in Islamabad "S 
tan's exports during the 11 m | 


ths 


rose both in volume and value from 
year-earlier levels. A 99% increase of 
cotton exports coupled with a 53.3% 
rise in rice shipments, brought the total 


value. of exports to Rs 43.75 billion 
= (US$2.6 billion); up from Rs 32.85 bil-. 


lion in 1984-85. However, there are per- 
sistent problems with exports which 


could block fulfilment. of the export 


target of US$3.23 billion. Prices of both 


-cotton and rice on world markets are 


falling and Pakistan's main manufac- 


tured exports — textiles and clothing — 
continue to face. import restrictions in 


developed countries. | 

The government is resisting pressure 
from. exporters to bring back export- 
compensation rebates, eliminated in the 


budget. Instead, rebates will be given to 


exporters in their income-tax assess- 
ments. The government also intends to 
take part in more international trade | 


fairs. And, according to Commerce 


Minister Mohyuddin Baluch, export 
procedures are being simplified and ex- 
Por peemenen programmes stream- 
ined. 

. The new trade policy's major impact 
will be on imports. Although it falls 
short of the major alteration of tariff 


















cipal creditors, the policy has liberalised 
imports in several important spheres in- 


struments, steel pipes and sugar-man- 
ufacturing plants. 

Pakistan's ageing textile mills will 
benefit from changes in regulations re- 
lating to balancing, modernisation and 
replenishment facilities for imported in- 
dustrial equipment. Mill owners have 
sought such facilities for along time. El 
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continues not only to be 


The Review's "Review of 


promoting their message to 


OF 
— ai 
1985 


The advertising carried in the | 
Review in 1985 represented - 
every category from airlines - 
and hotels, banking and fi- - 
nancial services, liquor and - 
luxury products through to 
shipping, industry, and many - 
many more from over 550 of : 
the world's leading com- 
panies. 






















With an average of 50 pages _ 
of advertising per issue and a 
total of over 2,600 pages 
through the year, the Review. 
compulsory reading for 
senior executives conducting. 
business in Asia but a com 
pulsory part of any advertis 
ing schedule aimed at Asia's 
decision makers. | 


Advertisers 1985" contains a. 
sample of every. campaign. 
carried by those companies 


the highest concentration of. 
influential, affluent individuals - 
available through any publi- 
cation in this region. 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: C 


Ms Elaine Goodwin 
. General Sales Manager — 
Far Eastern Economic Review. . 
| . GPO Box 160. 
~ Hong Kong 




































































y Paul Handley in Kuala Lumpur = 
Faces with a projected long-term 
. surplus of natural rubber and failure 
o bring about a producers’ cartel, Ma- 
aysia is looking at implementing stiff 
neasures to make its rubber acreage 
nore competitive. But bureaucracy 
hreatens to thwart this strategy, leaving 
Malaysia's 500,000: rubber-smallholder 
amilies with dwindling incomes. 
. Malaysian smallholders account for. 
7% of planted rubber land, but they 
re some 3095 less productive than the 
ig. plantations which, nevertheless, 
have ‘been slowly moving away from 
ubber into oil palm and cocoa. Small- 
olders' production costs are up to 2576 
igher than those in Thailand and In- 
jonesia, mostly due to higher wages 
paid for farm labour in Malaysia. 
- Marious government agencies are 
operating to bring smallholders into 
more efficient collectives, or "mini- 
estates." Analysts say the government 
needs to push hard in this direction, 
while also consolidating the purchasing 
and marketing of smallholders’ rubber 
nto one agency. Through a more stream- 


No rubber 











.Aaving had weeks to consider the 
 Mfailure to come up with a new price- 
stabilisation plan in Geneva, delegates 
o the council meeting of the Interna- 
ional. Natural Rubber Organisation 
‘Inro) in Kuala Lumpur on 28 June to 1 
uly seemed more given to the idea that 
prices will stay low in the long term and 


œ 


ittle will be gained by putting up more 
money to support rubber market opera- 
tions. If the terms óf the present rubber 
agreement can be maintained when a 
new five-year pact is set in motion in 
final meetings in October, it will be 
enough. : 

^. While leading producer Malaysia 
wants higher maximum  buffer-stock 
levels, and imposition of production 
quotas, the next two largest producers 
^— Indonesia and Thailand — are less 
` likely to agree to put up such money. In- 
donesia's aggressive marketing, offer- 
ing 180-day export financing at 6% (and 
rumoured to be offering 360-day cred- 
its) is not to be slowed. Jakarta is, how- 








lar to the existing pact, sources believe. 
The same goes for other producers, 
which see little reason to keep propping 
up prices, given an expected long-term 


ex. 








ever, likely to support something simi- | 
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Aalaysia tries to improve the lot of minor rubber planters 


DEM 


in the industry. | | 

The country's first reaction to the 
market downturn was to try to convince 
other producers to cooperate in limiting 
production. Thailand and Indonesia 











a d 
*inra reduction of 10,000 tonnes from 1985-86 due ta . Commercial Y 


disposal of damaged rubber. 


Sources: international Rubber Study Group, International Naturat Rubber Organisation b" 


and industry estimates. 


The difficulty now is that the buffer- 
stock manager (BSM) holds some 
365,000 tonnes, about one month’s rub- 
ber consumption, and close to the 
400,000-tonne level at which the council 
must make the expensive decision of ac- 
tivating an additional 150,000-tonne 


contingency buffer-stock operation. 


The BSM has been unable to sell any of 
the,100,000 tonnes picked up as prices 
fell steeply late last year. ! 
Traders say that the market will only 
move slightly higher, on heavy buying 
by the Soviet Union and Asian import- 
ers, before it softens in the third quar- 
ter. 1f so, the overhanging buffer stock 
will keep prices low. Nearly all recent 
research foresees excess supply in the 


next five years. A hoped-for rebuilding - 


of stocks by consumers is not likely 
while the BSM itself has such high 
stocks. Thus, moves to increase the buf- 
fer-stock ceiling beyond 800,000 tonnes 
will be knocked down. A new agree- 
ment should, though, adjust the BSM's 
-buy-sell price band to give him more 
chances to sell. Paul Handley 








REVIEWDIAGRAM by Ricky Hui 


"p Suppo 
rejecting a costly 
national Tin Council t 
early this year. UT M aS 
Leong himself says the situation now 


die." But hów is 


production costs. by 60%, and testing is 
being done to cut the time needed for 
tapping and collection. Local experts 
say this will not result in much saving. | 
And these and other programmes are 
hindered by the. multiplicity. of govern- 
ment agencies helping the smallholders. 

Aside from the Rubber Research In- 
stitute of Malaysia (RRIM), the main 
rubber research and development unit, 
several other agencies do their own re- 
search. At least three operate to collec- 
tivise smallholders, with two others 
buying and marketing their rubber. In 
some cases, these agencies pay the 
smallholders more than private traders 
pay unorganised smallholders. 

But there is a large gap be- 
tween the incomes of the small- 
holders associated with each 
agency, and independent small- 
holders sometimes earn more 
through diversification. Small- 
holders in schemes organised by 
the Federal Land Consolidation 
and Rehabilitation Authority 
earn M$321 (US$122.30) a 
month, 24% less than those in 
state-administered schemes and 
45% less than those not under. 









comprehensive ‘development 
schemes. 
Collectivised — smallholders 


should in theory be able to in- 
crease their earnings: research in- 
dicates small plantations have 
shown greater productivity than 
medium-to-large plantations. 
Mixing of crops, and raising sheep 
among rubber tracts, can also raise 
farmers’ income, say RRIM scientists. 
But these scientists, at the forefront of 
rubber research, complain that their re- 
sults are not getting through to the 
smallholders because it must go through 
the half dozen or so agencies which 
oversee the smallholder sector. 

. The threat is that the area under rub- 
ber will décrease, after holding steady 
for three years: if smallholders' incomes 
do not improve, they will follow the 
plantations into oil palm. "Little is 
being done to ensure the retention. of 
the current hectarage and improve its. 
productivity by accelerated diffusion of 
new technology," said one scientist. 

Because research is split among sev- 
eral government land, research and 
marketing agencies, money for RRIM. 
and land for experimentation is short. 
Finally, they say, Malaysia must stop: 
“giving away its rubber technology tœ 








competitors, as it has in the past; if any 
knowledge is shared abroad, it should 


be paid for. 









s his mónth 1 the long-established Berry 
; Pa c Fund Ltd changed its name to the GT 

erry Japan Fund Ltd, reflecting the vital role 
-that GT has played in managing the portfolio 
- since the fund was launched in 1970 and the 
fact that it has been invested solely in Japan 
since. 1981. = 
_ Over the years this large and well estab- 
E lished fund- some US$300 million in size - has 
B shown above average performance measured 
in many currencies. Since launch in 1970 the 
und has shown a cumulative appreciation of 
. 155796 in dollar terms and 2468% i in sterling 
terms. - 
|. The]une 1986 issue of Manes Manage- 
ment confirms the fund as the best performing 
offshore fund investing in Japan over the last 
7 years (the longest period reported) in terms 
of sterling converted offshore funds. 

THE VALUE OFA | 
PRESENCE IN TOKYO. 
GT has long beena specialist in Japanese 

investments. Its Tokyo based managers have 
the kind of local research and market intelli- 









bed “gence that is simply not available to fund. 


managers based in the UK. | 
GT has been monitoring the Japanese. 
.. economy for the past fifteen years, identifying. 
changing investment trends, and anticipating 
investment opportunities as these have moved 


An from mass produced goods through elec- 
. . .- tronics and other high quality exports to the 
EOS forecast upsurge in domestic demand. 












THE NEW INVESTMENT 
OPPORTUNITY IN JAPAN. | 
With the decline in oil and other com- 


` modity prices and the Yen at record levels 


against the US Dollar, Japanese import costs 
have been falling rapidly. The Japanese auth- 
orities are starting to deregulate the economy 


. and financial system and companies with a 
strong domestic business base now represent. 


a new and rewarding prospect. 
The managers of GT Berry Japan Fund 
have moved decisively to reposition the port- 


folio to take advantage of these new trends. 


They have not responded by creating new 
funds. : 
With more than £3 billion under manage- 
ment round the world, GT is one of the UK's 
largest independent investment groups. In. 
Japan and the Far East alone, GT handles in 


excess of £1 billion for its clients. With the 


strength of its local expertise and wealth of 
experience of the Japanese stock markets GT 
is strongly placed to ensure that the GT Berry 
Japan Fund continues to provide a healthy. 
return to the long term investor. 
Please seni me TE dus TE m | i | 
GT Berry Japan Fund Limited. _ pue 
To: Miss Catriona Maclean, GT Management (Asia) 


Limited, 28th Floor, Two Exchange Square, 
8 Connaught Place, Central, Hong PUDE 


Name 
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C) If you are a US citizen please tick the box. 
This advertisement does not constitute an offer of shares in the Fund. 
Applications for shares may only be made on the basis ofthe current 


explanatory mernorandum of the Fund, which cont tins full details 
about the Fund. 


E i 
ft 
| 
| 
| 
| 
| 
i 
| 
* 
| 


ER 6/861 


enu en n MM M S À— ——À— c——ce Aia uiuunt Sian cauia er, emma cerises eu OM -—— 



























































y Nigel Holloway in Singapore  - 


he Singapore International Mone- 
tary Exchange (Simex) is hoping to 
'egin trading a local stock-index futures 
ontract by the second quarter of next 
ear in an attempt to ensure it does not 
all behind other markets in the Asian 
me zone. The Sydney Futures Ex- 

















ndex contract in February 1983; Hong- 
‘ong established a market in the Hang 
eng Index in May this year; Singapore 

d Osaka are both planning a futures 
ontract in Japanese stocks with Singa- 
yore to start trading in September and 
Osaka before next March. A senior 
ource here says "all" Asian investors 
vill be aware of such instruments within 
ear, and this should encourage the in- 
roduction of a Singapore stock-index 

















- The first task is persuade 
ckbrokers that they hos much to 
from such a financial device. Many 





'usiness away from their trading floor. 
n 3 July, a joint committee of the 
stock Exchange of Singapore (SES) and 
imex was formed to see whether the 
wo sides could agree in principle that a 
Ocal stock-index contract was desira- 
e. 

- The big four banks, which have a 
oot in both camps, already see advan- 
ages in such a market. The chairman of 
he committee is Loh Hoon Sun, an exe- 
utive of Overseas Union Bank anda di- 
or of Simex. But non-bank brokers 
| take a considerable amount of per- 
uading. 

-< A Western specialist on such còn- 
racts worldwide, who spoke at a semi- 









hange started an Australian stock-. 


re said to fear that Simex will take 


Back to the futu res 


singapore does not want to be left out of stock-index trading 
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nar | in ‘Singapore on J apanese-stock fu- 
tures at the end of June, suggested that | - 
the SES will come under increasing | 


asked two local moneymen whether the 


pressure tö introduce negotiable com- 


mission rates if a Singapore stock-index |. 


futures contract becomes popular, be-. 
cause of the latter's lower investment’ 
costs. When trading begins in the Nik- 
kei-225 index on Simex on 3 September, 

the transaction charges will be a tenth’ 
the cost of buying or selling the equiva- 
lent in scrip on the Tokyo Stock Ex- 
change. If this contract takes off in 
Singapore, Tokyo itself theoretically 


might have to introduce negotiable | 


commission rates sooner than envis- 
aged. — 


he Monetary Authority of Singapore, 
the quasi-central bank, is more 
worried about the possibility of mani- 
pulating à local stock index. All the 
better-known ‘indices, such. as the - 
Straits Times Industrial Index, contain 
a small number of shares, in which one 
or two counters comprise a dispropor- - 
tionate share of the weighting. In addi- 
tion, the cross-holdings of the larger 
concerns like Oversea-Chinese Banking 
Corp. narrow the cash market still 
further. | 
In Hongkong’s case, the Hang Seng 
Index of 33 stocks contains five firms | 
which make up 40% of the weighting of | 
the index. 
A British broker at the seminar x 
1 


existence of a stock-index contract 
would have magnified or lessened the . 
impact of the collapse of a firm like Pan- 
Electric Industries. 


ets. 


futures 


rican Depository Receipts. 


| tract “by the end of the 1980s.” 





uu : i iuge ej 
contracts is gre ea US n a all | 
movement in price) exaggerates move- 
ments in the cash and the futures mar- 


The source, ox fhat leg inter- 


futures ck. oF M ee sufficient 
depth, but this may raise official fears 


of internationalising the Singapore 


. dollar. 


A panel of foreign specialists on fund 
management and financial futures is ex- 
pected to be chosen to help the joint 


committee design. a stock- index futures 


contract. 
Before such a market becomes es- 


‘tablished, Simex will be trading in the 


Nikkei stock index, US tréasury-bond 
(in October), options in 
Deutschemark, yen and three-month 
Eurodollar time deposits (first-quarter 


1987) and possibly Swiss franc futures, 


making 11 contracts in all. US treasury- 
bond futures are not traded on the 
Chicago Mercantile Exchange (CME), 
so there will be no mutual-offset ar- 


rangements between Singapore and 


Chicago in this contract. 

Richard Heckinger, a vice-president 
of the CME, said at the seminar that it 
will be possible for his exchange to 
begin trading in the Nikkei- 225 when “a 
significant percentage" of its con- 
stituent stocks are marketable in the 
US. Only 40 Japanese shares are cur- 
rently traded there, in the form of Ame- 
Ng Kok 
Song, chairman of Simex, recently said 
that Singapore might begin dealing in 
the CME's Standard & Poor's-500 con- 
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NT$35.85b 
(US$943.4m) 


Sales 







NT$28.55b 
(US$751.3m) 









M$268.95m - 
(US$102.5m) 


Profit fall stems from recession in semiconductor industry 
and yen's appreciation against the US dollar. Profit tor 
current year forecast at 'Y 35b. 


| performance of 
favourable. 


.Reduced sales and profits refered lower export demand. 
for electronics products. Performance expected to improve 
inline with economy's rebound. 


Reduction in Singapore corporate tax to 3396 from 4096 | 
helped post-tax profit rise, but dco Teng: profit fell 396 | 
| to M$30. 25m. ; 


Assets rose to BS2.05b in 1 985 from B$1 7bi in 1984. 


Comment 





grew slightly in 1985 despite T 
economy. Current year prospects 


















Placer Pacific gets a an enthusiastic reception in Australia 


By Susan Hely in Sydhey 


"mhe biggest float in Australia's cor- 
E porate history, Placer Pacific, is ex- 
pected to make its debut on the 
stockmarkets next month at a substan- 
tial prem to its LAM n. US poen 








ors, hiedh peyi 3 

expected to be ABER E Sven in the 
market as they add it to their interna- 
tional gold portfolios. __ 

Placer Pacific was put together as the 
final step to “Australianise” Kidston 
Gold Mines, the local unit of the giant 
Canadian Placer Development, cutting 
the effective foreign stake in Kidston 
from 70% to 55% in line with a decision 
in January 1984 by Australia’s foreign- 
investment watchdog, the Foreign In- 
vestment Review Board. 

Placer Pacific issued 128.57 million, 
ASI shares or 21.42% of its capitalisa- 
tion, and the Canadian parent will re- 
tain 78.57%. The float was open to Aus- 
tralian and Papua New Guinean invest- 
ors only, and about 65% of the shares 
were taken by institutions. 

A number of enthusiastic reports 
have been put out by overseas brokers 
and Euan Worthington, analyst at 
L. Messel & Co. in London, forecasts 
that the Placer shares will trade at a pre- 
mium of 30-40% when they are listed on 
7 August. 

Nick Hatch. of London brokers 
Kleinwort Grieveson has forecast 
that Placer Pacific will not only de- 
velop into Australia’s largest gold- 
mining company but should be re- 
garded as a core holding in any interna- 


tional gold-oriented portfolio. Placer 


Pacific will — according to Kleinwort — 
be one of the world's largest gold pro- 


ducers outside the Soviet Union and — 


South Africa by 1990. It is believed to 


have total reserves of 10 million oz of. 
. gold. 


The new company will hold Placer's 


70% interest in Australia's biggest gold 


producer, the Kidston mine, located 
280 km west of Townsville in North 
Queensland. Placer originally had à 
hard time floating Kidston, but the suc- 
cessful operation of the mine made flo- 
tation a very easy task indeed this time 
around. 

In addition, Placer Pacific will also 
hold 50% of Big Bell in Western Aus- 
tralia; a 33% interest in the giant Por- 
gera deposit (one of the most important 
undeveloped gold deposits in the world) 
in the Western Highlands of Papua New 
Guinea (which has 1.8 million oz of gold 
in a 43 million oz ore body) and 10075 of 
the huge Misima gold and silver pros- 
pect on Misima Island, Papua New 
Guinea. Bi ig Bell is “marginal,” brokers 
say, and a decision will be taken at year- 
end on whether to proceed to a feasibil- 
ity study. 


he reserves of both Porgera and 

Misima are larger than those of 
Kidston, whose proven and probable in- 
ground reserves are 40.48 million ton- 
nes with a grade of 1.83 gm/tonne of 
gold and 2.07 million tonnes with a 
grade of 2.07 gm/tonne of silver — plus 
a possible 4.33 million tonnes in margi- 
nal zones. 


| the other projects is a mere. AS 


| South Africa. 
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A$6.20 a share = Ed the valuation 





lion. | 
The existing E EE in Kidston 
Gold Mines received preferential entr 
into the Placer Pacific float, and Elder 
Resources — which sold its 15% stake 
in Kidston Gold Mines for A$112 mil- 
lion on 30 June for a neat A$30 millio 
profit — will retain its preferential tre 
ment. Elders managing director. Geoff 
Lord said it would take, between A$ 
million and A$10 million. worth of th 
new issue. 
Predictions of Placer. Pacific earn 
ing A$44 million in 1986 and risin 
to A$111 million by 1989, as Porger 
commences production, have been. re 
leased by one of the two brokers to th 
issue, Wilson and Co. Earnings pe 
share are forecast by brokers at 7.3 ; 
cents this year, falling to 6.1 A cent 
in 1987 then rising to 18.7 A cents D 
1988. 
They add that Placer Pacific's futur 
earnings are relatively insensitive to th 
taxation of Australian gold-mining « 
erations, as a large proportion of | 
earnings originate offshore. In additior 
Kleinwort notes that Placer Develo] 
ment has reached an agreement with t 
Australian Government — whereb 
Placer Pacific. will effectively b 
"exempt" from the proposed dividend 
tax imputation. Wilson points out the 
Placer Pacific directors have said ther 
will be a dividend payment of 1.5 
cents a share for the half-year en 
December. 
But regardless of broker predictio 
Placer Pacific is likely to catch the ir 
gination of international investors w 
are looking for gold-mining shares 
large market capitalisations, oul 
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Rallies dot the region 


UYING interest marked most Asian markets in the period to 7 July, with South 


Corea leading the pack — finance and insurance stocks enjoyed the most attention. 


Thailand too emerged from a sluggish bout, gaining a substantial 2.696 in value. 


HONGKONG: The summer doldrums hung over 

he market as prices drifted sideways in slug- 
gish trading. The bad news that Hongkong's gar- 
ment and textiles exports to the US would be 
nearly frozen at 1985 levels for the next five years 
was offset by the strengthening yen, which should 
enhance the price-competitiveness of Hongkong 
[oon the international market. The Hang Seng 
Index put on 22 points to close the period at 
1,761.52. Utilities fared badly with China Light 
ind Power losing 2.6% of its value over the period 
to around HK$15.10 (US$1.90), possibly affected 
by publicity over concern on the building of a 
nuciear-power plant at Daya Bay. Daily volume 
averaged HK$243.1 million. 


OKYO: The market took off as analysts had ex- 
pected, following the landslide victory for the Lib- 
eral Democratic Party in the 6 July general elec- 

on. The swift reaction of the yen, which im- 

ediately strengthened against the US dollar, 

so pushed volume up. The Nikkei Stock Aver- 
ze ended the period on 7 July at 17,714.07 points, 
et yet another record. The moving average for 
ly turnover of First Section stocks was 717.73 
illion. Both pre-election speculative money and 
institutional-investor funds flooded the market. 
peculative issues, such as Japan Air Lines, 
oved irrationally. Construction and housing 
shares moved higher, as did currency-sensitive 
emicals, oils and trading companies. 


USTRALIA: Markets had a wild week, crashing 
a mix of gloomy news such as the withdrawal of 

e withholding tax for some offshore transac- 
ons, trade-union wage pressure and rumours 
out Federal Treasurer Paul Keating resigning. 
his triggered a fall in the Australian dollar to a 
cord low of 62.5 US cents and helped send the 
All Ordinaries Index plummeting 43.6 points to 
,136.2, wiping off A$3.13 billion (US$2 billion) 
“market capitalisation. It was mainly the high- 
lying industrial stocks which were slaughtered, 
nding the All Industrials Index 77.1 points lower 
O- 1,814.9. In contrast, the weaker dollar made 
e mining stocks more attractive and the 
etals and Minerals Index lost less than a point to 


EW ZEALAND: Sentiment tended to fluctuate as 
e New Zealand dollar moved around over a 
oader range than usual, responding to a pick-up 

interest rates and associated worries about the 
vernment's problems with the budget deficit. 
ice movements were unusually mixed with some 
'cks making excellent gains while others barely 
oved. Despite the increasingly narrow base of 
e advance, the period finished with Barclays 
dex at a new peak. With the budget due to be 

resented late this month, the market will re- 

main subject to uncertainty. 


INGAPORE: Shares drifted in light trading. 
aser's Index rose 36.14 to 4,294.91 points on the 


riod, but The Straits Times Industrial Index. 


opped 15.84 to 725.38. Big falls were recorded. 


hird-liner Roxy Electrical, newly listed FAT | 


Insurance and Cerebos, which came in for heavy 


selling because of exposure to the weakening Aus- 
tralian dollar. The Development Bank of Singa- 
pore and Singapore Airlines were among the best 
performers on revived sentiment. Turnover aver- 
aged 14.48 million shares a day. | 


KUALA LUMPUR: The market continued the 
downward trend of the previous period. Fraser's 
Industrial Index shed 35.89 points to finish at 
2,425.70 as profit-takers moved in after five weeks 
of solid gains. Volume was down again, with a 


daily average of 15.49 million shares traded — and | 


it was only this. high because of a massive 17 mil- 
lion-share deal for Promet on the first day of the 
period. Promet was the most active stock again, 
gaining 2 M cents (0.8 US cents) over the period to 
finish at 63 M cents. 


BANGKOK: Prices at the Securities Exchange of 


Thailand continued to make headway as confi- 


dence gained momentum. It was the cement 
group again that led the upswing as traders be- 
came more aggressive and helped trigger a new 
surge in most counters. The Book Club Index rose 
3.13 points to close the period at 121.99. Metal 
Box was the biggest gainer, followed by Siam 
Commercial Bank and Asia Fibre. Losers in- 
cluded Thai Glass Industry, Strong Pack and Berli 
Jucker. Volume totalled 1.2 million shares, val- 
ued at Baht 213.96 million (US$8.2 million). 


MANILA: Share prices fell on 7 July amid confu- 
sion caused by a rebellion declared by opposition 
political leaders, with the support of some dis- 
gruntled troops. Market favourites Philippine 
Long Distance Telephone Co., San Miguel and 
Ayala, however, still ended the period with net 
gains. The Manila mining index ended 16.04 
points higher at 1,032.53 while the commercial-in- 
dustrial index, added 11.84 points to close at 
324.63. Oils accounted for a bigger share of the 
turnover owing to brisk activity on Seafront. 


TAIPEI: Boosted by two strong trading days to- 
ward the end of a holiday-shortened period, the 
market closed up 27.82 points at 983.30 on the 
weighted price index. Active buying by institu- 
tional investors on 4-5 Jüly accounted for a good 
deal of the rise, but small investors were also 


_ cheered by newly released leading economic indi- 


cators which pointed to a strong third quarter for 
the economy. Trading volume was up, with aver- 
age daily transactions valued at NT$2.34 billion 
(US$61.6 million). 


SEOUL: The composite index bounded up to new 
heights, rising 19.05 points over the period to 


262.41 points with average volumes trading up 
Won 5.93 billion. (US$6.7 million) to Won 49.29 
billion. Bullishness prevailed despite a fresh set of 
instructions from the Ministry of Finance to cool 
the market with new restrictions on margin sales. 
Individuals led the rise, which was aimed mainly 
at insurance and financial stocks. Korea Reinsur- 
ance Co. enjoyed the largest rise, up-35.7% from 


the previous period. © 
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Description Currency pese Mis si d 


‘Long term CR BK Jap 10-3/4 Tune | US$ 109-178 7.86 
Nippor Credit Bank 10-3/8 B/July/95 15$ 494-778 8.49 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
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Perpetual's the top performer Unit Trust Managers of the year 


... Perpetual takes The Observer's 1985 Unit Trust Managers ... Over the year, every single Perpetual Fund has moved into 
of the Year award. A richly deserved award. Its investment the black... Over the last 12 months, the Perpetual Funds have 
team - chairman Martyn Arbib, Bob Yerbury, Scott produced an average weighted performance of 27.7 percent... 


McGlashan and Martin Rasch - have been prod ucing 


performance plums well for many years... SS e nce Yr CANA. 


' MONEY MAGAZINE Dec '85 


: IhDe 855 — Who is the best of the biggest unit Managers? 


it Tru : ... awards for consistency to Perpetual... for achieving a place 
Unit st form guide : in the top five forall the years shown. (One year, two years, 

... Two groups deserve a big hand. Perpetual...achieved a 100% three years, four years, five years and ten years.) 

record in both periods (one year and three years): All their trusts 

performed above average. 


SUNDAY TIMES 41h Mav ‘86 Daily Telegraph 13:4 July 55 


Please send me details (on the terms of which alone all 


































In the eleven years since launching the Is an international unit trust based on the same Tyne ay be considered) | 
d udin t E . à d Li ; METUS CP x 2 Tes n 'lease tick box 
Group's first unit trust in the United Kingdom, immensely successful investment philosophy as O Offshore Growth Fund L Offshore American Fund 
Perpetual has earned an enviable the U.K. based International Growth Fund. : L] Offshore Emerging Companies Fund | 
. ) ^ Q: 
reputation . Launched on the 23rd January 1983, the Fund ERE i 
ES consistent _Nternational Growth Fund pei iqu esum. iren m pice iei Perpetual Unit Trust Managment (Jersey) — | 
mcm £27 970 —€— à M piu — S COMPANIC: Limited, PO Box 459, Norwich Union House. 
investment (3 from the world's principal stock markets. Church Street, St. Helier, Jersey, 
Success. | Channel Islands. 
The top u 
authorised j oc 26977 i SURNAME i 
R y | , o (Mr/Mrs/Miss) 
fund over the ————————— j ADDRESS 
eleven year A | | j ! 
T j t F ^ li . x E E i F3 
parean " or more specialist investors:- | 
th June 
1986 f! ili The Offshore The Offshore Emerging : 
( " | aris ~ 
i =| American Fund Companies Fund | 
llth Sept 17th June ————— — 
investing in stock - investing internationally in f s į 
markets ol North America today's more exciting companies "ag f^. 
N.B. All figures as at 17th June 1986. Figures are based on offer price of units and include net re-invested income. Offshore funds are quoted in L J 
S. Dollars. You should remember that the price of units can go down as well as up and that past performance is not a guarantee of future success. = e KÉ— uu U) NEM UD num 
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n ound the edges of Borneo, in shelt- 
ered pockets and deltas where the 
river-born mud of the interior can settle 
and accumulate, grow mangrove 
forests. Here, with tidal seawater sluic- 
ing among the stilt roots of the small 
trees, fiddler crabs industriously nibble 
the rich, salty mud, tiger prawns forage 
and breed in the creeks and pools, and 
mud lobsters build their bloated little 
castles. In the flat, wet heat below the 
pulpy leaves of the forest canopy, one of 
the world’s most productive ecosystems 
is seething. 

It is also creating wealth and jobs. A 
mangrove forest represents a vast sump 
of organic nutrients stabilised between 
land and sea, and exploited by 
thousands of animal species. Some of 
these adapted to permanent life within 
one or other of the forest’s wetter or 
drier zones, others migrating in from 
freshwater upriver, and yet others com- 
ing in from the sea. Many of these 
species are caught, sold, bought, and 
eaten by humans in very large numbers: 
clams, cockles, mussels, oysters, crabs, 
shrimps, prawns and fish such as mullet, 
catfish, sea bass, milkfish and terubok. 

It has been shown that the commer- 
cial production of prawns in offshore 
waters is directly proportional to the 
area of intact mangrove forest along the 








adjacent coast. The message is clear: 
damage the mangroves and you damage 
prawn production. But it goes far 
beyond this; experimental fishing has 
established that up to 90% of all fish 
caught 10 km off the Selangor coastline 
of Peninsular Malaysia have food frag- 
ments from mangroves in their guts. 

Meanwhile, in Sarawak, where man- 
groves only amount to about 1.4% of 
the state’s area, fully a third of all com- 
mercial fish landings are of species de- 
pendent on mangroves. In Brunei Bay 
off Sarawak’s fifth division, this pro- 
portion rises to almost 60%. 

So how much are these fish and 
prawns worth? Since they are exploited 
collectively, by communities, rather 
than exclusively, by individuals, the cal- 
culation of value is specifically of public- 
sector concern. Thus, we are dealing 
with communal revenue, subsistence 
and job maintenance rather than with 
corporate profits. On this basis, a con- 
servative estimate of the impact of a 
mangrove reclamation scheme in south- 
ern Java put the annual loss of income at 
US$5.6 million, and the total loss of 
jobs for fishermen at 2,400. 

Similarly, it is possible to estimate 
the economic damage which is likely to 
follow the destruction of Sarawak's 
mangroves. In 1984, the marine fish and 














prawn harvest in Sarawak was valued a 
about US$79 million, and supportec 
9.000 full-time and 3,800 part-time 
fishermen. Of the total revenue, 34% 
came from  mangrove-dependen 
prawns and an absolute minimum o 
14% from mangrove-dependent fist 
species, making the mangroves’ con 
tribution to fisheries worth at leas 
US$38 million annually. 

Large-scale damage to Sarawak’: 
mangroves could well halve the value o 
the local fishing industry, putting thou 
sands out of work. Moreover, analyse: 
like this show the value of mangrove: 
to fisheries and coastal communitie: 
wherever they occur in tropical Asia. 


espite this, mangroves are among 

the least protected and most abusec 
natural systems.. Widely regarded a: 
wasteland, they are routinely loggec 
to the point of clear-felling for wood 
chips, cordwood or poles, or else de 
liberately cleared to make way foi 
aquaculture, agriculture, salt produc 
tion and housing or industrial schemes 
This has happened and is still happening 
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all over Southeast' Asia, and is permit- 
ted, even encouraged. by governments 
apparently in ignorance of the major 
economic role played by intact man- 
grove forests. 

To take Sarawak as an example once 
more, the fact that mangrove-depen- 
dent fisheries contribute more than 
US$38 million annually has not prevent- 
ed the licensing of almost every man- 
grove area for one or other short-term 
destructive use by the private sector. 

For instance, the annual revenue 
from timber products extracted from 
Sarawak’s mangroves is no more than 
about US$5 million, two-thirds coming 
from the one-time harvesting of wood- 
chips and cordwood for export. Follow- 
ing such treatment, mangrove regenera- 
tion is often minimal because of reduced 
tidal flushing and chemical changes in 
the exposed, sulphur-rich mud. 

Analogous considerations apply to 
other alternative uses of mangrove land, 
where investment in development pro- 
jects may be far more speculative than 
that in straightforward timber extraction. 
Thus, aquaculture schemes continue to 
be established in mangroves without re- 
gard for the fact that large projects of 
this sort are very likely to fail dismally 
(though small ones do often work). 

A case in point is the biggest 
aquaculture scheme in Malaysia, 
Johor's Terakan Marine, which took 
about US$7 million in start-up capital 
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Ma angrove: under threat. 





and continues to Uso: USS60. 000 
each month in running costs, while it 
produces less than one-sixtieth of its 
projected prawn output. 

The problems in Johor, as else- 
where, include acid and other chemical 
contamination due to oxidation of ex- 
posed mangrove mud, inhibited tidal 
flushing in large ponds. and destruction 
of the supply of both organic nutrients 
and immature prawns with the removal 
of the forest itself. 

There are problems 


with other 


ud that v we c should i offer ihe c 


5 fect equation o of V. Value For 
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changes in land use too. Witness the 
1,600 ha of mangrove cleared in the 
South Banjar Forest Reserve of Selan- 
gor for salt production, before it was 
found that the air was too moist to allow 
satisfactory evaporation. Witness, too, 
the 1,500 ha along the north bank of the 
Merbok river in Kedah, cleared for rice 
but poisoned into uselessness by pre- 
dictably acid-sulphate soil conditions. 

Even if such schemes, by careful im- 
plementation, could be made profitable 
for an investing company, there is still 
the question of whether mangrove land 
development makes national economic 
sense. Until recently, perhaps, data on 
the mangrove dependence of fisheries 
were not available, but there is now no 
obvious reason why the revenue and 
Jobs created by intact mangrove forests 
should be omitted from calculations in- 
| tended to evaluate changes in land 
use. 

In short, to invest US$10 million and 
create 1,000 jobs in a mangrove area 
makes no sense nationally, if à US$20 
million-per-year fishing industry is de- 
stroyed along with 2,000 jobs. 

This may seem obvious, but exactly 
such mistakes are made every day in 
tropical Asia. It is a desperate race 
whether the full economic role of an in- 
tact mangrove forest is appreciated be- 
fore the last area falls to a get-rich-quick 
scheme. — Elizabeth L. Bennett and 

Julian O. Caldecott 
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As a concetned Burman, I wholly agree | | i. 
"A Federalist’ | 1 


net 


T 


ralism 


with the letter from | 
.[26 June]. It is also noteworthy that Ne 


“| Win justified his coup in 1962 by claim- 


ing himself à national hero (declaring 
that he “has rescued the country in time, 










-just a few inches before it falls off a | | - 





chff"). 
^, Thus he was able to deceive the Bur- 
mese populace that federalism, dis- 


“| torted as; Khwe-thwet-ye-mu_ (separat- 










ism), would have split the country had | 


he not stepped in. 2 

. This propaganda proved to be a 
great success even among the politicians 
———] and intellectuals, 


a clear understand- 
ing of what federal- 
ism really means. 
Federalism, as I 
understand, is not.a 
Khwe-thwet-ye-mu, 


system and was, 
in fact, the main 


| long Agreement, by 
4 which we (the Bur- 








Mi i doce eed 


. mans and the indigenous nationalities) 


converged to form a union. 
And so, federalism will be the only 


solution to Burma's chronic ethnic con- 


| Bangkok ` 


 Nanyan 


flicts if we are to live in peace and pros- 
enty. Many countries such as India, 
alaysia, the US, the Soviet Union, 


| Switzerland, West Germany. are pro- 
gressing under federal union 


: systems. 
5o, why all the fuss? es | 
‘A peace loving Burman’ 


Anand G. Chandavarkar unfortunately 
_| Seems to have bungled again [LETTERS,- 
3 July] while correcting his previous let- 


ter of 5 June, This time though, it isn't à 


The Japanese equivalent is Nanyo 
and in my own Chaochow dialect, it is 
Namyo. at d 

As Ellis Achong was from the other 
side of the world (West 
g could not have produced him. 
Evidently the letter writer confusedly 
thought: the word meant the Chinese 
diaspora. | 
Singapore. 


In publishing “Looking forward with cautious 
optimism" [THE STH COLUMN, 10 July] by M. R. 
Sukhumbhand Paribatra, whose correct designa- 
: tion is Director of Security Studies Programme, 












ssarily represent those of the Institute. 


Indies), . 
J. Chia 


Institute of Security and International Studies | f 
| | ia Bangkok, we should have made dear thal the | 
"|? views expressed are those of the author and do not 


who should have had- 


but a genuine union | 


essence of the Pang- | 


-] money. 


| 


cricketing error, it's over the Chinese d 
word, Nanyang whichin Chinese literal- . | | 

. ly means "South Seas" or the region south | © 
j of China — in effect, Southeast Asia. 


d 
| 
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Covering subjects which range from 


Provides A Broad Range 


telecommunication, engineering, contract © 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. — ^ 
You Could Gather It Yourself 


You probably could get the same informa- 





what is contairied in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have you 
own network of people reporting from all 

the important zones in China: | 
Why not subscribe now and discover © 
for yourseif how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business . | 
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Nine Companies that have 
recognized the value 

of establishing a positive 
identity in China. 


The Boeing Company 

The Campbell Soup Company 
Colgate-Palmolive 

DuPont China Limited 
International Hydron 

Kodak (Export Sales) Limited 
Philips International 

Stauffer Chemical 
Weyerhaeuser Company 
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d N 
By signing on as a corporate’ ~ 
sponsor of the CBS- driven 
television project in China, 
these nine corporate cadun A 
are reaching the key decisio 
makers in the world's largest 
market, and establishing a pos- 
itiveimage throughout China; 
certainly, a powerful preemp- 
tive marketing strategy. 

As part of an agreement 
signed in 1984 and renewed for 
an unprecedented second 
term through 1986, CBS is sup- 
plying entertainment, sports 
and cultural programming— 
with commercials—to China 
Central Television (CCTV)... 
the first regularly scheduled 
American television broadcast 
in China. It has received an 
“overwhelmingly favorable” 
response. | 

Viewers of the CBS Tel... 
sion programs represent the 
elite of a rapidly changing 
country. A country in which 
foreign trade mushroomed to 
$59 billion in 1985, a. 19% 
increase over the previous yea 
A country where competition, 
private enterprise and profit 
incentives have invigorated th 
economy. Television set pro- 
duction has jumped dramati- 
cally from almost nothing in 
1978 to 14.3 million sets in 198 
establishing a huge viewing 
audience of 64 million sets. 

These nine corporate 
leaders all agree thàt the CBS 
programs on CCTV offer an 
unequalled attention-getting, 
significant marketing oppor- 
tunity, an opportunity tha 
available to your company. 

For more information, call 
CBS at (212) 975-3543 or telex 
662101 CBIN Y. Ask for Jayne 
Ferguson, and learn how CBS 
can open the door to China f 
you, too. 
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i nen Prime Minister Rajiv Gandhi, who soared to power i 

inlate 1984 following the assassination of his mother, has 25. 
succeeded in putting his stamp on the nation. With a CON TENTS , i 
1. pledge to lead India into the 21st century, Gandhi has re- A 
Pere d e d fused to be cowed by detractors — increasingly strident REGIONAL AFFAIRS | 3 
a, though they are. However, India’s political, economic and Malaysia: Get on your marks... __________8 | |. 
social problems loom as large as ever — some of them are Umno-Pas struggle 10 | | 
growing, not least because of the steady erosion of influ- |  Thebatlefor'Penang — — — 1 1 10 i 
ence of Gandhi’s ruling Congress party, both in terms of i Sabah-Sarawak sideshow — — — — — 11 | 1 
oreign relations: Caught by a boycott — — . 12 | |. 
voter support and control over the states. FOCUS on India Singapore: Justice is blind ill 
'86 examines a nation which, however divided, is firmly On | Japan: Fresh lease of power t4! 
the path to progress. Pages 33-56. Cover illustration by Lui Mo Ping. | China: Rising from the ashes — 18. a 
' Ten years of restoration 19 | t 
A new lease on cities’ life 20 |. 4 
Down to the districts — . Ss 20 | ]- 
Pages 8-11 : Page 27 . Philippines: Human-rights controversy — 21 P 
After months of speculation, Malay- | Peking bureau chief of The New York | Bangladesh: The general's gambit 22 ^ 
sian Prime Minister Mahathir at last | Times John Burns is detained for vio- | Pakistan: Stamp of approval 24 | |. 
S what is expected to be the | lating travel restrictions and is expell- | Diplomacy: Open-door Japan 25 n 
...ghest and tightest election for | ed. Closed-door China — — — —  —27| | 
nearly 20 years. Sri Lanka: A glimmer of hope —— — à 28 E 
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Page 12 

With more than half the member- 
states boycotting the Commonwealth 
Games bécause of Britain's refusal to 
impose sanctions against South Af- 
rica, the future of the Commonwealth 
itself could be in jeopardy. 


Page 13 

A commission of inquiry in Singapore 
finds no truth to allegations that the 
government's executive has interfer- 
ed with the judiciary. 


Page 14 

Japanese. Prime Minister Nakasone, 
taking a fresh lease of office after a 
landslide election victory, forms his 
third cabinet. 
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Tianjin's resurrection from the de- 
sstruction of the 1976 Tangshan earth- 
"quake marks a big step forward in the 
mmorthern China port city's march to- 
"wards modernisation. 


| An 24 

akistan Prime Minister Junejo gets 
"support from the Reagan administra- 
kion on his government's moves to- 
wards full democracy. 






Colombo's latest proposals to de- 
volve some power from the central 
government to predominantly Tamil 
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Golkar predicts majority 
in general election 
Golkar, the ruling political 
group in Indonesia, hopes to 
gain at least 280 of 400 elective 
seats in the next general elec- 
tion in April 1987, according to 
State Secretary Sudharmono, 
who also acts as Golkar's chair- 
man. As a result of an increase 
in the electorate, the size of the 
next House of Representatives 
will grow from 460 to 500 mem- 
bers, of whom 100 are nomi- 
nated by President Suharto. 
The size of the People's 
Consultative Assembly, which 
incorporates the house and 
chooses the president every 
five years, will expand from 
920 to 1,000 members. Gol- 
kar's absolute majority in both 
institutions ensures Suharto a 
new five-year term as presi- 
dent, beginning in March 1988. 
— Shim Jae Hoon 


Chinese fishermen 
stranded in Taiwan 

Twelve Chinese fishermen 
from the Guangdong province 
port of Shantou were washed 
ashore in their boat near 
Tainan, in southern Taiwan, 
on 19 July and immediately 
boarded a train for Taipei. 
They were not discovered until 
one disembarked at Taichung 
under the mistaken impression 
he was already in the capital, 
and was spotted by a ticket in- 
spector. 

According to local news- 
papers, the 12 told investigat- 
ors the engine on their boat fail- 
ed and they planned to ask the 
government in Taipei for help 
in getting it repaired and refloat- 
ed. They are expected to be ex- 
pelled if intelligence authorities 
decide they had no ulterior 
motive. — Carl Goldstein 


New Zealand hands over 
jailed French agents 
The New Zealand Govern- 
ment has handed over two im- 
prisoned French agents to 
French authorities, despite 
some last-minute legal ma- 
noeuvring by a private citizen to 
keep them in a New Zealand 
jail. The French agents — Maj. 
Alain Mafart and Capt. 
Dominique Prieur — were im- 
prisoned for their role in the 
1985 bombing of the Green- 
peace protest ship, the Rain- 
bow Warrior, in Auckland. 
Under an arrangement be- 
tween New Zealand and 


6 | 


France, worked out through 
UN mediation, the two agents 
will be kept at a French military 
base at the Pacific atoll of Hao 
for the next three years. In re- 
turn, France has apologised for 
the incident and paid US$7 mil- 
lion in compensation. Paris has 
also withdrawn its opposition to 
the 1987-88 European Commu- 
nity import quota of New Zea- 
land butter. — Colin James 


Police prevent Seoul 
opposition rally 
Riot police used tear gas to 
prevent members of the oppo- 
sition New Korea Democratic 
Party (NKDP) and their sup- 
porters from attending a rally 
protesting against human- 
rights abuses at Seoul’s Roman 
Catholic Cathedral on 19 July. 
Party leaders Lee Min Woo 
and Kim Young Sam were 
among up to 2,000 people 





turned away as they approach- 
ed the cathedral in the busy 
central shopping and business 
district of Myongdang. Dissi- 
dent leader Kim Dae Jung was 
confined to his home by police 
to prevent him from attending 
the rally. 

The NKDP has recently be- 
come more concerned about 
human-rights abuses since alle- 
gations became public that a 
young female activist was sexu- 
ally abused and beaten by 
police interrogating her. 

— Paul Ensor 


Commission votes for 
US-style constitution 
The commission drawing up a 
new constitution for the Philip- 
pines narrowly voted on 21 July 
to revert to a bicameral legisla- 
ture. The decision, which is not 
final, would mean a return to 
the US-style Senate and House 
of Representatives system 
which prevailed under the ori- 
ginal 1935 constitution until a 
new charter in 1973 brought in 
a one-house system. 

— Rodney Tasker 





Malaysia offers soft 
loans to tin miners 
The Malaysian Government 


will extend M$70 million 
(US$26.3 million) in soft loans 
to miners under a one-year 


scheme, with immediate effect, 


Primary Industries Minister 
Datuk Paul Leong said. He 
added that the country would 
cut electricity tariffs by 15% as 
well, to help the miners con- 
tinue in business despite poor 
prices. The amounts will be 
based on the difference be- 
tween a M$18 a kg reference 
price and actual sale prices. 
There are only 174 mines now 
operating in Malaysia, against 
448 before the world tin crisis 
which began in October. In- 
dustry sources said the scheme 
would be helpful, but noted its 
timing: about two weeks be- 
fore the general election sche- 
duled for 2-3 August. 

— A Correspondent 


Taiwan issues higher 
1986 growth forecast 


Taiwan's Ministry of Economic 
Affairs on 21 July released a re- 
port predicting that economic 
growth in 1986 would reach 
995. Prepared by the Chung- 
hua Institution for Economic 
Research, the report said fall- 
ing oil prices and the US dol- 
lar-linked New Taiwan dollar's 
decline against the Japanese 
yen and European currencies 
had combined to boost 
Taiwan's economic perform- 
ance this year far beyond the 
originally projected 5.5%. Pre- 
liminary first-half statistics in- 
dicate the growth in gross na- 
tional product reached 8.1%, 
while the report predicted a 
1096 rate for the second half. 

— Carl Goldstein 


Pakistan, Hongkong halt 
textile talks with EEC 
The EEC has been unable to 
meet its goal of concluding 
about 27 bilateral textile pacts 
before the conclusion of the 
new Multi-Fibre Arrangement 
(MFA) in Geneva on 31 July. 
Among the EEC's major tex- 
tile suppliers, only Macau and 
Asean have initialled the new 
restraint pacts covering their 
textile exports to Europe until 
1991. Hongkong and Pakistan 
have broken off talks, claiming 
that the European offer falls 
far short of their “reasonable 
expectations" for higher quotas 
and annual growth rates. 





Macau, the first “domin- 


ant" supplier to agree to the 
EEC's new proposals, has r 

portedly obtained a ^ satisfat- 
tory” 
quotas, especially for child- 
ren’s clothes. — Shada Islam 


increase in certain 


Small Japanese exporters 


to get low-cost loans 


Small export-oriented busi- 
nesses hit by the high yen are tc 
receive low-cost loans, with in- 
terest ranging from 2-4% , from 
the Ministry of Internationa 
Trade and Industry (Miti) 
Former Miti minister Michic 
Watanabe has told the cabine 
that the Miti rescue packagt 
will total about *¥1 trillior 
(US$6.3 billion). The loans art 
also to be extended to smal 
companies wanting to lesser 
their reliance upon fore!et 
markets. —BruceRc  ! 


Ok Tedi partners set 

agreement on debts 

Partners in Papua Nev 
Guinea’s Ok Tedi Mining pro 
ject have formalised agree 
ments to assume the export 
credit portion (some US$39. 
million) of its US$745 millioi 
debt in return for redeemabl, 
preference shares. The mine 
which produced 19.77 tonne 
of gold in the year to 31 May 
will now be self-funding for th 
rest of its development. Com 
mercial production of coppe 
concentrates will start in Oc 
tober, with ore throughput c 
8,000 tonnes a day, rising t 
60,000 tonnes a day over thre 
years. — Hamish McDonal 


Bond believed bidding 
for San Miguel unit 
Australian entrepreneur £81 
Bond is believed to be th | 
der for a controlling stake i 
San Miguel Brewery, th 
Hongkong unit of San Migut 
Corp. of the Philippines. Trad 
in the shares of the subsidiar 
were suspended on 22. July : 
the company's request: mear 
while, executives of Bon 
Corp. in Perth confirmed th; 
talks were being held. Sharesi 
the Hongkong company wet 
suspended from April to Jun 
during eventually unprodu 
tive talks between the Phili] 
pine parent and Anheuse 
Busch Co. Inc. of the US. TI 
parent firm had hoped to bi 
its own shares in : Mani 
through selling the Hongkoi 
subsidiary. But the Philippit 
Government blocked this pla 
ending the need to sell tl 
Hongkong operations. 

—A Corresponde 
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| MEET AVi 
SABAH DEADLOCK . 
fter only one session, secret talks to 
resolve Manila's claim to the East 
Malaysian state of Sabah have run 
into trouble. The two governments 
formed a two-man panel in May 
consisting ofMalaysian Foreign 
Ministry Secretary-General Datuk 
Zainal Abidin,and Philippine First 
Deputy Foreign Minister Jose Ingles, 
who met for the first time last month 
in Manila. But the dialogue has since 
stalled, with Kuala Lumpur 
increasingly doubtful about the ability 
of the Philippines’ loosely. organised 
government to follow through on its 
proclaimed intentions to "resolve the 
Sabah issue once and for all." Ingles 
is likely to be replaced in the talks 
soon by Deputy Foreign Minister 
l^ hintel Tamano, a Muslim. Some 
1 that Malaysian Prime Minister 
Mahathir might go back on his stated 
intention to attend next year's Asean 
summit in Manila. 


TALKING AGAIN 


The Indonesian Armed Forces are 
quietly resuming contact with officials 
responsible for Australia's A$10 
million (US$6.4 million) military-aid 
programme, following a break of 
"several months. Contacts ended 
mbruptly after the publication of an 
warticle in the Sydney Morning Herald 
von the business links of President 
Suharto’s family. 


IENTER ANOTHER HU 


E Communist Party General 
ecrétary'Hu Yaobang's eldest son, 
Hu Deping, is tipped to become 
secretary-general of the United Front 
*''--k Department under the party's 
‘ral committee. This is the first 
major political post for the younger 


THE WEEK 


AUSTRALIA 
^ Twelve miners were killed in an under- 
“round cave-in in Queensland (76 July). 


CHINA 
The government issued a formal notifica- 
Bön that it had detained The New York 
“İmes Peking bureau chief John Burns 
mor suspected espionage activities (78 July). 


“DIA 
‘Security forces captured about 200 sus- 
wected Sikh extremists in a massive anti-ter- 
»rist sweep along a river near Amritsar (/8 
wy). India announced that it would boycott 
me Commonwealth Games in Edinburgh, 
wining, the African-led boycott protesting 
ainst British Prime Minister Margaret 
hatcher's refusal to impose economic 
mnctions on South Africa (20 July). India 





Hu who so far has been more active in 
literary than political circles. Hu 

_Deping, in his early 40s, is said to have 
ambitions to become the minister of 
culture, a post recently assigned to 
prominent writer Wang Meng. He is 
also said to be an expert on the well- 
known Chinese classic, Dream of the. 
Red Chamber. | 


AN EYE ON FINANCE 


The Democrat 
Party, widely 
anticipated to 
make the biggest 
gains in the 27 
July Thai general 
election, is likely 
to nominate 
Amnuay Viravan 
as the new finance 
minister — if the 
party gets control 
over the finance portfolio. A 
one-time finance minister and 

close associate of Democrat leader 
Bhichai Rattakul, Amnuay is 
currently chairman of the Bangkok 
Bank's executive board. Amnuay has 
had long experience in the civil 
service as well as the private sector 
and his appointment could be 

well received by the business 
community. 


ROAD TO REFORM 


Taiwan's ruling Kuomintang, which 
earlier this year held its first-ever talks 
with opposition leaders, appears 
determined to press ahead with 
political reforms. It is dropping hints 
in the controlled Taiwanese press that 
it has plans to replace martial law, in 
effect since 1949, with something less 
provocative before parliamentary 
elections in December, and may 
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Amnuay. 
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said the opening of the Khunjerab mountain 
pass linking China and Pakistan was illegal 
and New Delhi had protested to both coun- 
tries, it was reported (22 July). 


JAPAN 

Yasuhiro Nakasone was re-elected to his 
post of prime minister by the Diet and or- 
dered a sweeping cabinet reshuffle (22 July). 


MALAYSIA 

The lower house of parliament was dissol- 
ved paving the way for a general election on 3 
August (79 July). 


NORTH KOREA 

North Korea rejected the South’s propo- 
sal for resuming inter-Korean talks. sus- 
ended in January, a Pyongyang Radio 
broadcast monitored in Tokyo said (76 July). 


-T—  —— 





consider lifting a ban on new party 
organisations. 


DAMASCUS ASSIGNMENT 


Filipino politician Homobono Adaza 
met Moro National Liberation Front 
leader Nur Misuari in Damascus in 
early July. Misuari agreed to see 
Adaza because he is not a government 
official, though Adaza reported to 
President Corazon Aquino on his 
return to Manila. The meeting 
apparently served as a preliminary 
contact in Manila's efforts to reach a 
settlement with southern Muslim 
rebels fighting for autonomy. 


CONFERENCE PLOY 


North Korea is to hold a three-day 
international conference *To 
Realise Non-Nuclear Peace in the 
Korean Peninsula," starting on 6 
September. Pyongyang will focus on 
the presence of US nuclear weapons 
in South Korea, a topic neither 
Washington nor Seoul is willing to 
discuss. The event will occur, 
probably deliberately, during the run- 
up to the Asian Games that open in 
Seoul on 20 September. 


TOUGH GOING 


President Hammer de Roburt's 
government in Nauru faces a difficult 
passage for his 1986-87 budget with 
an expected 20% decline in 
phosphate revenues. On 25 June, the 
government won a ruling from the 
Supreme Court that an opposition bill 
to have the income from a phosphate 
royalty trust distributed this year — 
rather than from 1995 — was 
constitutionally invalid. Following 
the ruling, de Roburt survived a no- 
confidence vote in the 18-seat 
parliament. 






PAKISTAN 


Prime Minister Mohammad Khan Junejo | EC 


met US President Reagan in Washington (/6 
July). 


PHILIPPINES 

Muslim rebels freed 10 nuns who were 
kidnapped in Marawi, Mindanao (77 July). 
Protestant missionary Brian Lawrence, also 


kidnapped by Muslim rebels in Marawi, was | 


released (/8 July). 
SRI LANKA 


The death toll from ethnic violence dur- 
ing six days of talks between Sri Lankan offi- 
cials and Tamil leaders rose to more than 


100, it was reported (78 July). Tamil rebels | 


29 people in a town north of Colombo (2 


set off a powerful bomb under a bus eX x 
July). | 
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Mahathir calls long-expected general and state elections 


Get on your marks .. . 


By Suhaini Aznam in Kuala Lumpur 


2 mta was a collective sigh of relief 
when, after months of fobbing off 
election speculation, Malaysian Prime 
Minister Datuk Seri Mahathir 
Mohamad announced the dissolution of 


. parliament on 18 July, effective the next 


day, “so that we can get on with the job 
of running the country." 

For though the election wheels were 
set in motion with unprecedented 
speed, there was no element of surprise 
in this “snap” election which the whole 
nation — and every political party — 
had been expecting. 

Within two hours, the Election Com- 
mission formally announced simultane- 
ous state and parliamentary elections in 
Peninsular Malaysia and Labuan island, 
and parliamentary elections only in 
Sabah and Sarawak, whose state as- 
semblies have five and two more years, 
respectively, before elections are due. It 
set nomination day for 24 July and allo- 
cated eight days for campaigning — the 
shortest in Malaysian electoral history. 

The election will be held on 3 August 
in Peninsular Malaysia and staggered 
over 2-3 August in Sabah and Sarawak. 
There are 6,964,960 registered voters, 
| million of them voting for the first 
time. 

Although the climate was far from 
ideal for an election, Mahathir had to 
strike in what appeared to be a lull be- 
tween a battery of political crises and 
economic troubles. The next budget — 


due in October — promises to be tough, 


as economists forecast a further decline 
next year. The stockmarket is listless 
and investors seem wary. 

Opposition claims that the National 
Front coalition of 13 parties has a credi- 
bility problem at home and abroad have 
been privately echoed by National 
Front MPs .for months. Although 
Mahathir himself would have preferred 
to hang on to the end of his term in June 
next year, said insiders, Deputy Prime 
Minister Ghafar Baba and others in the 
coalition were obviously pressuring for 
an early poll, because of the mood of 
political restlessness and economic 
stalemate. 

At stake in this election is the Na- 
Fronts overwhelming domi- 
nance, both in the national parliament, 
where it controls 135 out of 154 seats — 
to be increased to 177 in the new house 
— and in the states, where it controls all 
13 state assemblies with 281 out of 312 
seats. Thus the opposition Democratic 
Action Party's (DAP) campaign slogan 
is “Enough is enough. No more two- 





Mahathir: no novelty. 


thirds majority!" The two-thirds major- 
ity is a magic figure which allows the 
government to pass amendments to the 
constitution. 

Statewise, the DAP is almost certain 
to launch a full-blown assault in Penang 
where the ideologically multi-racial but 
in fact Chinese-led Gerakan, a National 
Front component, has its back to the 
wall. Penang is Gerakan territory but 
like the other coalition components — 
most visibly the Malaysian Chinese.As- 
sociation (MCA) — Gerakan is trapped 
between having to compromise on race- 
related issues for the greater National 
Front good, and having to counter the 
DAP's accusations of unkept prom- 
ises to Penang’s 54.6% Chinese commu- 
nity. 


he opposition Parti Islam (Pas) pro- 

mises — “Allah willing" — to form 
the next government but is more realis- 
tically working to wrest back its east- 
coast strongholds of Kelantan and 
Trengganu from the National Front. 
Four days before Mahathir announced 
elections, Pas and three smaller multi- 
racial parties signed an electoral pact, 
distributing seats between them, to fight 
the National Front (REVIEW, 24 July). 

The DAP deliberated over joining 





the partial opposition front on 18 July, 
then decided against it “for as long as 
Pas would.not drop its goal to form an 
Islamic state." It was a blow to opposi- 
tion unity which improved the National 
Front’s chances in a number of margi- 
nal, predominantly. Chinese seats, 
though at the local level DAP and Pas 
are contemplating some understandings 
over who contests what seats. 

While some members of the Na- 
tional Front privately concede the need 
for a strong opposition, they fear that if 
this feeling escalates before polling dav. 
the coalition would suffer a. sett 
beyond voters’ intentions. Indccu, 
many urban professionals confess they 
do not want to see a change of govern- 
ment, just the emergence of a strong op- 
position watchdog. Others are afraid of 
change — the natural advantage of in- 
cumbency. But more to the, point, the 
feeling in among urban, middle class is 
that neither the DAP nor Pas Sa Pee UE 
a viable alternative. 

The DAP is acknowledged as a dili- 
gent, vocal opposition, tirelessly 
championing the right issues in parlia- 
ment, but one with too few leaders of 
the calibre needed to run a government, 
while Pas is to many city dwellers still 
an unfamiliar party whose dreams of 
an Islamic state smack disquietingly of 
Iran. 

But with an electoral weighting of 
something like four-to-one in favour of 
the rural seats, the urban voter's voice is 
insignificant before that of the farmers 
and fishermen. And it is in the pred 
inantly Malay rural heartland that 
powerful but staid United Malays Na- 
tional Organisation (Umno), the dom- 
inant party in the National Front, will 
find itself pitted against an energetic 
Pas, brimming with fiery oratory. 

And Umno is worried. For while Pa* 
won only five parliamentary seats ir 
1982 — now reduced to one through de 
fections — the Pas that Umno now faces 
is a different proposition. Since over 
throwing its party president of 18 years 
Datuk Mohamed Asri Muda, in, 1982 
Pas voted in a younger, more energetie 
leadership and reorganised its machin 
ery. It also researched its weaknesse: 
and came up with the strategy of wooing 
semi-rural Chinese in the margina 
seats, in hopes of breaking the Umnos 
Pas deadlock among committed. voter 
in predominantly Malay seats. 

Without doubt, this election proms 
ises to be the National Front's toughes- 
since its formation just before the 197 
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opposi i 
Alli nce coalition - — . precursor ‘to the 
National Front — won only a precarious 
four-seat majority. © Fhis ~ election 
reatens to repeat that ele: but in à 
less spectacular manner. 

The National Front’s creditable per- 
formance in three cónseécutive elec- 
tions, culminating in its 132-seat sweep 
in 1982, coincided with Malay- 
sia’s “fat years” when a 6-11% 
growth in GDP ensured. that 
scholarships, business licences 
and political patronage flowed 
in abundance: But the country 
today faces the grim realities of 
depressed prices in rubber, tin 
and palm oil, Malaysia's tradi- 
tional commodity exports, plus 
an unexpected plunge in oil re- 
venue — a twist that truly hurt 
because oil was supposed to 
nove been e Vp s lifeline 








E P miade in " 1985. 
próved unrealistic and eco- 
TRS set the figure closer to 
Lai 

The pinch i in the pocket fol- 
lowing rising expectations in 
the growth years, has exacer- 
bated anti-government feel- 
ings among a traditionally 
more opposition-minded work- 
ing class. At least 50,000 work- 
ers were laid off between 
January 1985 and April 1986, 
mainly youths working in the 
textile, electronics and con- 
struction industries who form 
part of the ranks of new, uncommitted 
voters all parties hope to enlist. 
| The National Front has been beset 





tion pic "ud QUE MCA 
*"-sident Tan Koon Swan initially re- 

ed a hero's welcome after. being 
icnarged. with 15 counts of criminal 
‘breach of trust in Singapore i in connec- 
tion with his business dealings in Pan- 
Electric Industries, six months later 
that! sympathy has worn off. Interest- 
ingly, the’ election is set for the eve of 
Tan's trial’ scheduled for 4 August in 


Singapore. 
M; the multi-racial Ber- 
jaya, the National Front's then sole 
somponent in Sabah, was toppled by 
the newly formed Parti Bersatu Sabah 
— jo Kadazan-based, Roman Catholic- 
sepan — in the 1984 Sabah election. 
tn the year-long political chaos, power- 
grab attempts and finally bombings and 
arson that ensued, Kuala Lumpur did 
wot intervene and left it to Sabah to re- 
solve its own problems. The DAP is try- 
ing to make the National Front govern- 
inent's alleged "lack of respect for 
democracy” an issue. 





‘THE OPPOSITION THRUST 


p sians, ‘however, were the series of busi- | 


ness scandals, most involving public 
funds, which have de since the 
1982 election: the M$2.5 billion 
(US$960 million) Bumiputra Malaysia 
Finance corruption scandal; Tan's trou- 
bles; Finance Minister Daim Zainud- 
din's purchase of controlling shares in 
United Malayan Banking. Corp. just 


MG 





one week before he was appointed to of- 
fice in 1984, and most recently the Em- 
ployees Provident Fund's channelling of 


| funds to Makuwasa Securities, a com- 
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pany with a paid-up capital of just M$2 
(REVIEW, 24 July). 

Thus its 1982 slogan of a "Clean, effi- 
cient and trustworty" government has 
long been quietly dropped. "If we use it 
this election, the people would laugh us 
off the stage," admitted a National 
Front worker. Tellingly, the election 
slogan this time is "A tradition of 
championing the people,” a reminder of 
past services, development program- 
mes, improved standards of living and 
stability, the timeworn but valid Na- 
tional Front platform. 

Unfortunately for the National 
Front, Mahathir's own slightly di- 
minished popularity could also cost the 
National Front some votes. In 1982 
Mahathir was still the new prime minis- 
ter, striding in with bold ideas. But now, 
even he admits the e has worn off. 


Umno-Pas struggle: page 10 
Battle for Penang: page 10 
Eastern sideshow: page 11 
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mined leader g 
| ing pace have impressed Fis worse de- 
tractors, has lost a measure of credibil- 
|dty — chiefly for perceived contradic- 
tions between word and deed. 
Mahathir’s biggest political head- 
ache, however, came from Umno itself 
when his own former deputy, Datuk | 
Musa Hitam, resigned in February. 
The move caused the existing under- - 
currents of party factionalism to emerge - 
into the open, threatening Mahathir's - 
position at what is effectively the 
election for the country's leadership 
— the Umno general assembly next 
year. l | 





ronically, the safest state for the Na-- 
tional Front is Johor, Musa's home. 
state, which he has pledged to — and for 
his own political future must — deliver 
Other reasonably safe National Front. 
states are Pahang, Negri Sembilan and. 
Malacca. Sabah and Sarawak are the. 
real trump cards. There all the larg- 
est parties are National Front members, 
resulting in possibly as many as 40 
out of 45 government seats in partia- 
ment. 
Thus the real fight will be concen- 
trated in the north- and east-coast states 
— where Pas has been campaigning 
since 1982 — and in urban, west-coast 
constituencies where the working class- 
es and Chinese New Villages have al- 
ways leaned to the opposition. 
Umno insiders themselves expect 
the National Front to lose as many as 25 
parliamentary seats this year, in addi- 
tion to the existing 19 opposition and in- 
dependent seats. Observers with inde- 
pendent channels of feedback predict 
even higher losses — up to 45 opposi- 
tion gains, which would rob the Na- 
tional Front of its two-thirds majority by | 
a narrow squeak. | 
The opposition mood is certainly - 
strong. DAP political gatherings are fill- - 
ed to overflowing; the audiences nod - 
approvingly at opposition charges of. 
National Front “arrogance.” Mean- — 
while, individuals in the National Front . 
itself want to “teach Umno a lesson” for : 
its perceived high- -handedness. E 
But despite its troubles, the National 
Front is hardly likely to lose the elec- 
tion. Malaysians are conservative. Re- 
form, much less revolution, is not part - 
of the country's political culture. But | 
just in case of a massive opposition | 
showing, the police recently began anti- 
riot drill, using teargas on mock crowds . 
clad in urban- -style shorts and tennis 
shoes as well as Malay-style sarongs and . 
haji caps. 
Mahathir declined to comment as to 
whether he expected trouble and denied . 
giving police these orders, saying that the | 
police must be prepared for any even: 
tualities. The citizens group Aliran ha 
urged that the government to drop th 
“unwarranted publicity," which it sa 
was "psychological intimidation." 
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A mini-election for 
the Muslim vote 
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; tee election promises to be different. 
For the first time since. indepen- 
dence in 1957, the United Malays Na- 
tional Organisation (Umno) faces the 
prospect of losing substantial chunks of 
popular support from its traditional 
base — rural Malay voters. But while its 
rival, the Parti Islam (Pas), realises that 
it has Umno on the defensive, it is not it- 
self sure if its own four years of cam- 
paigning and planning will translate into 
sufficient votes to loosen Umno's grip. 

Both know that the key to winning 
any Malaysian election lies in the Malay 
heartland. Thus a revitalised Pas is de- 
termined to regain its former east coast 
strongholds of Kelantan and 
Trengganu, capture a few seats in Perlis 
and northern Perak, plus score psycho- 
logical points with a strong showing in 
Kedah, Mahathir's own home turf. 

Malay rural votes are committed 
votes. The Kedah paddy farmer and the 
Kelantan fisherman have long decided 
where their votes will go. So the fiery 

campaign speeches here are more 
psychological exercises than attempts to 
convert the uninitiated. Village-level 


The battle 
for Penang 


DAP makes a big push for 
votes in its old stronghold 


By Nick Seaward in Penang 


he election in the Chinese-majority 

northern state of Penang looks to be 
one of the most interesting. Not only is 
the Democratic Action Party (DAP) 
fielding a very long list of candidates in 
one of its traditional strongholds, but 
Pas is also on the warpath in the predo- 
minantly Malay areas with the help of its 
liaison arm, the Chinese Consultative 
Committee (CCC). And though the 
DAP has refused to join the Pas-led op- 
position front, the two parties appear to 
have come to an understanding at the 
state level not to split the opposition 
vote. 

The DAP has named Penang and 
Perak as its “frontline states," where it 
hopes seriously to dent the National 
Front's position, in addition to its urban 
bases around Kuala Lumpur and a few 
other state capitals. Since personality 
supercedes issues for the Chinese voter, 
choice of candidate are all-important, 
according to one Chinese politician. 
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valry is acute. In several T 
villages, Pas supporters have refused to 
pray with a government-appointed 
Umno prayer leader and Umno suppor- 
ters do not eat with their Pas neigh- 
bours. Pas' brand of opposition is differ- 
ent from that of urban opposition par- 
ties, said a Kelantan observer. In the vil- 
lages, it is just a "simple, cold hatred." 

Rivalry between the two escalated 
noticeably after Pas' ignominious defeat 
in the 1982 election, having limped in 
with only five parliamentary and 18 
state seats. At its very next party assem- 
bly, a core of young leaders from 
Trengganu ousted its president of 18 
years and promptly shifted the party's 
course. Today Umno faces a party with 
its first ever "think tank," a well-oiled 
rural machinery and a challenge to 
Umno that it compete with Pas' Islamic 
platform rather than Pas fighting 
Umno's nationalist appeal. With 1 mil- 
lion new voters this year, Pas' promise 
to set up an Islamic state is an appealing 
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Superficially, Pas does appear 
strong. Its line-up of tireless orators, 
most prominently the charismatic 
Abdul Hadi Awang, draw packe 
crowds to their nightly ceramah (politi- 
cal-cum-religious talks). 

But Pas audiences, however large, 
do not necessarily reflect. the actual 
number of potential voters the party can 
expect from any one locale. Some of the 
more national issues seem to leave the 
audience cold. Others, like the drop in 
rubber prices, affecting rural smallhold- 
ers, or retrenched workers — most of 
the youths who have lost jobs in Singa- 
pore are from Kelantan and Trengganu 
— are stronger attention grabbers. 
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M ost noticeably, Memali, the Kedah 
village where an armed clash be- 
tween police and followers of Pas leader 
Ibrahim Libya ended in 18 deaths last 
November, is still an emotional issue. 


NSS 








The DAP is also counting on win- 
ning back its traditional supporters in 
opposition-minded Chinese New Vil- 
lages in Perak's tin-mining Kinta valley 
for instance, where the closure of mines 
following the drop in tin prices has re- 
sulted in massive retrenchments. Here, 
villagers had succumbed to the Malay- 
sian Chinese Association (MCA) ap- 
peal to give it a chance in 1982. But that 
line will not sell this year, particularly 
after the MCA's 20-month internecine 
power struggle and MCA president Tan 
Koon Swan's own loss of credibility 
over his business performance. 

In the range of Chinese constituency 
profiles, however, Penang is unique. 
Strong Penang personalities heighten 
interest. Pas president Yusof Rawa has 
decided to stand in the new rural main- 
land constituency of Tasek Gelugor, 
and it is almost certain that the hard-hit- 
ting secretary-general of the DAP, Lim 
Kit Siang, will stand for one of the five 








seats on the mainly urban jsland 
Penang. Defending the ruling National 
Front are Education Minister Anwar 
Ibrahim — widely seen as heir-apparent 
to Mahathir — and Defence Minister 
Datuk Abdullah Ahmad Badawi.; __, 
Te National Front's campaign is be- 
ing hindered as usual by ill-conceal- 
ed animosity between Gerakan, which 
has traditionally ruled the state with the 
help of strong support from the Chinese 
community, and the MCA. Gerakan 
has fought off a bid by the MCA to be 
given equal weighting in the allocation 
of National Front—controlled seats. 
Now it seems that some of Gerakan's 
prime candidates for parliamentary 
seats most prominently .state 
luminaries Datuk Khor Gark Kim and 
Goh Cheng Teik — are vying for the less 
important state assembly seats in the 
hope of being able to succeed Chief 
Minister Lim Chong Eu when he retires 
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were paraded at ceramahs to tell their 
tales of police brutality. — 


hy, In addition, Pas holds a wild card this 
ection. For the past year, it has been 
wooing the Chinese in semi-rural areas. 
But not even Pas itself knows how effec- 
tive its strategy will prove in terms of 
votes. Despite Umno's charges that Pas 
has compromised its Islamic ideals for 
power, Pas leaders are unperturbed. 
Active campaigns by Pas’ liaison arm, 
the Chinese Consultative Committee, 
have not dampened its traditional 
an support, they claim confident- 





.. For Umno, the senior component in 
the ruling National Front, any losses to 
Pas will be far more worrying than if its 
non-Malay partners lose to other oppo- 
sition parties. Thus the Umno-Pas con- 
test will be something of an election 
within an election, with Mahathir shoul- 
dering the responsibility of delivering 
{  .orthern states. 















_whis also has its implications for next 
year's Umno party elections. For unfor- 
m r for Mahathir, the southern 

astion 


is confident of de- 

A poor showing by 

th this year could mean 
Mahathir next year. 

| — Suhaini Aznam 





in 
meeting on 21 July, Lim bowed to pres- 
sure from senior Gerakan officials to 
postpone his long-stated decision to re- 
tire from active politics — a definite 
boost to the Gerakan campaign. 
.. The Pas challenge to Umno's tradi- 
tional supremacy in the rural areas is 
also likely to be strong, with the help of 
the CCC, formed some five months ago. 


















ibanner, considerable support from the 
Chinese community is expected — espe- 
cially for Muslim Chinese Kamal Koh at 
Nibong Tebal and the co-chairman of 
“he national CCC, Haji Hassan 
ahuddin, standing against Badawi. 

A recent opinion poll conducted in 
Penang suggested that issues mattered 
Mittle to the traditionally independent- 
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ture” on prestige projects such 


c, Eg 


| 
| 
| 
i 


| 
; 


| 
| 
| 
| 
| 
| 
| 


— cal 


Two largest states aim to deliver safety net to the f ront 


ower within their own states counts 

for more than parliamentary seats in 
East Malaysia's Sabah and Sarawak 
states, the nation’s two largest and weal- 
thiest. Since only parliamentary elec- 
tions will be held there this year, the 
campaign should be keen but not des- 
perate, save in those few seats where 
either personal rivalries and “face” are 
at stake, or where a strong opposition 
candidate could threaten a National 
Front MP. 

Sabah, with 20 seats and Sarawak 
with 24 in the old parliament, promise 
to be the National Front's safety net this 
election. Their role is simply to deliver a 
sizeable chunk of the total 44 available, 
to Offset the losses the ruling coalition 
could suffer on the peninsula in a dif- 
ficult campaign. The arithmetic is sim- 
ple. All the major parties in both states 
are components of the National Front, 
and while they compete freely in state 
elections, they all deliver to the Na- 
tional Front in the parliamentary con- 
test. | 

In Sarawak, the DAP and the new- 
born United Sarawak Natives Associa- 
tion (Usna), will provide the only oppo- 
sition to the National Front's blanket. 
control. But Usna, formed of a splinter 
faction of the dominant Parti Pesaka 
Bumiputra Bersatu (PBB), will have to 
field its candidates as independents as it 
is still, despite reputedly heavy lobbying 
in Kuala Lumpur, not registered. 
Meanwhile, the DAP has apparently 
turned down Usna's overtures to form 
an opposition alliance for as long as it 
remains unregistered. 

Usna, moreover, suffered a decisive 
setback in its maiden political contest, 
the Oya by-election on 2-3 July, where 
its incumbent lost to a newcomer from 
the PBB (Review, 17 July). Thus 
Sarawak observers do not expect much 
of a showing from Usna, despite the sta- 
ture of the man behind the party. 
former governor Tun Abdul Rahman 
Yakub, a well-known political god- 
father whose personal rivalry with his 
nephew, Chief Minister Datuk Patinggi 
Taib Mahmud, is causing the only seri- 
ous political ripple in an otherwise 
stable state. 

Meanwhile, the Sarawak DAP has 
its sights on at least three urban seats 
surrounding the major riverine towns of 
Kuching and Sibu, where it is the incum- 
bent, plus Miri. All three have substan- 
tial Chinese populations. 

In addition, Sarawak observers ex- 
pect the inevitable crop of independents 
to join the fray, most of them backed by 
a disgruntled coalition party, unhappy 
with its seat allocation. Those victories, 
however, would still amount to a Nation- 
al Front gain since traditionally, these 


| MPs would later join their sponsoring 
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o 
are Iban or Bidayuh. Tai ys PBB will 
face Usna for the Muslim Melanau- 
Malay 25% of votes while the Sarawak. 
United People’s Party will take on the 
DAP for the Chinese 30%. _ Ea 
True to form, it was Sabah which 
sprang a pre-election surprise, when 
two days after the elections were an- 
nounced, Berjaya — until June the only 
National Front representative in Sabah 
— quit the coalition to contest the elec- 
tions under its own banner. The deci- 
sion apparently stemmed from Ber- - 
jaya's unhappiness with being allocated — 
only one seat to contest, after having - 
made the political sacrifice of agreeing 
to the entry of its rivals into the National. 
Front. | m 





















































ut Berjaya, which had ruled Sabah _ 

for 10 years until its ignominious - 
defeat by the Parti Bersatu Sabah (PBS) - 
in April 1985, was almost wiped out in 
repeat state elections in May and the | 
National Front could not risk giving ita 
larger allocation. With only one seat in. 
the state assembly now and nine in- 
parliament, its withdrawal will hardly 
dent the National Front performance. 
The pressure is now on the PBS to” 
deliver as close to the 20 available seats — 
as possible — in return for its admission 
into the National Front in June. Its. 
chances of doing this are apparently 
very good but “would be even better if 
we could contest under our own sym- 
bol," remarked an insider. All National. | 
Front parties must contest under the | 
coalition symbol, a handicap in a state | 
where state pride isa high priority. | 
Unspoken is yet another threat, 
which has its roots in the power rivalry. 
between PBS’ Kadazan supporters and. 
Usno's Muslim supporters. In typical. 
Sabah style, Usno might field indepen- 
dents to try to split the PBS votes and 
embarrass the PBS in Kuala Lumpur. 
The DAP is the only real opposition 
contender here, having set its sights on 
at least four urban, Chinese-dominated: 
seats: Tawau, Sandakan, and the Kota 
Kinabalu seats of Api-Api and Gaya. 
DAP secretary-general Lim Kit Siang 
recently spent a week in pre-election 
campaigning there. The upcoming PBS- 
DAP contest is not without its irony — 
the DAP was the only party to openly. 
champion the PBS during the latter's 
vear-long political struggle under th 
combined assault of Usno and Berjaya 
one of which will now theoreticall 
stand as its ally.  — Suhaini Azriat 
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Caught by a boycott 


Thatcher's hard line strains the Commonwealth 


By Review Correspondents 


Ee boycott of the Commonwealth 
Games in Edinburgh by more than 
half the member-states has highlighted 
the divisions between Britain and its 
former colonies and cast a shadow over 
the future of the 38-year-old organisa- 
tion itself. While all the Commonwealth 
members denounce the South African 
policy of apartheid and the target of dis- 
cord is Britain’s attitude to economic 


. sanctions against Pretoria, differences 


have emerged on how to use Common- 


wealth pressure against the White- 


dominated regime in South Africa. 


The enthusiasm with which Malaysia 
boycotted the games reflects one posi- 
tion among former British colonies 


tending to view their ties with the old 


— colonial power as either out of date, or 


- less compelling than new Third World 


loyalties and solidarity with the front- 


. line Black African states. 


Bangladesh and Sri Lanka too stand 


at this end of the spectrum, even though 


_ they have no interest in unnecessarily 


straining ties with Britain. India, as the 
chairman of the non-aligned movement, 
was torn between its Third World obli- 


| gations and its role as mediator in the 


Commonwealth, before finally and with 
some reluctance joining the boycott. 
At the other end of the spectrum are 


| the nations of British ancestry in Asia — 


New Zealand and Australia. The Left- 
leaning labour governments in these 
two countries are no less firm in their 
opposition to apartheid, but they have 
both been at pains to prevent the con- 
troversy over sanctions from breaking 


. up the Commonwealth itself. More- 


over, the leaders of both New Zealand 


and Australia are also sensitive to 


domestic implications in Britain of the 
controversy and do not wish to cause a 
constitutional crisis which could pit 


- Prime Minister Margaret Thatcher 


against the British queen. Australia has 
made two appeals to Thatcher to change 


her stand, but these were made through 
normal diplomatic channels and have 


not involved the queen as Australia's 
head of state. 

. According to recent reports in the 
British press, a rift has developed be- 
tween the queen and Thatcher over the 
latter’s refusal to impose economic 
sanctions against Pretoria and the re- 
sulting strains in the Commonwealth 
which the monarch heads. In view of the 
Commonwealth Heads of Government 
Meeting (CHOGM) due in early Au- 
gust, none of the member-states would 


. relish a constitutional crisis in Britain, 


| which some British press reports have 


suggested is possible. 


(72 


Malaysia's waning enthusiasm for 
the Commonwealth is no secret, espe- 
cially since Britain joined the European 
Community in the 1970s, emphasising 
its identity with Europe over links with 
its former colonies. Since then Malaysia 
too has sought to capture some of the 
dynamism of East Asia with its "Look 
East" pouer. downplaying its former 
ties with Britain, aggravating the rift be- 
tween Kuala Lumpur and London. 

Malaysia was not only the first non- 
African nation to boycott the Common- 
wealth games, it also underscored its 
commitment to the anti-apartheid cause 
by announcing its intention to withdraw 
from the Commonwealth Arts Festival 
coinciding with the Edinburgh games. 

“We must show this solidarity consis- 
tent with our stand in the Bahamas, that 


yo 
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we sincerely and truly feel that nothing 
short of economic sanctions would work,” 
said Foreign Minister Tunku Ahmad 
Rithauddeen, referring to his emphatic 
stance against Pretoria at the Bahamas 
CHOGM last October. Although the 
boycott may prove to be a hollow ges- 
ture, Rithauddeen emphasised that “it 
could widen to include other activities.” 


alaysia’s neighbour Singapore, 
which has sent a small team of 
athletes to the Edinburgh games, said in 
a statement on 22 July that it “supports 
the view that it is time for the British Gov- 
ernment to impose significant economic 
sanctions against South Africa because 
no progress has been made in dismantl- 
ing apartheid. We do not think, how- 
ever, that the Commonwealth Games 
should be sacrificed in this effort.” 
At the Asean post-ministerial meet- 
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ter Lee Kuan Yew put pressure on 
Thatcher to change her mind on sanc- 
tions ButSingapore wants to raise other 
issues including trade with Britain, be- 
cause it does not believe that Common- 
wealth unity is threatened at this stage. 

In contrast, Australia's Prime Minis- 
ter Bob Hawke and Foreign Minister 
Bill Hayden have warned several times 
that the Commonwealth could split up 
because of the Thatcher government's 
attitude on sanctions. On 18 July 
Hawke even suggested that given its iso- 
lation within the Commonwealth, it was 
Britain that should withdraw to save the 
Edinburgh games. 

Canberra has rejected the tactic of a 
games boycott, but Hawke will go to the 
3 August CHOGM gathering in London 
pressing for international economic 
sanctions. Officials said he would be 
empowered to include Australia in sev- 
eral as yet unspecified sanctions “de- 
pending on the mood of the meeting.” 

Australia has shown a progressi 
hardening against South Africa since a 
violence-racked tour by the Springbok 





rugby team in 1971. Conservative prime 
minister Malcolm Fraser, in power be- 
tween 1975 and 1983, showed a surpris- 
ing sympathy for Black Africa — and | 
was backed by his successor Hawke — 
as a member of the Eminent Persons 
Group sent by the Nassau CHOGM last 
year to investigate the situation in South. 
Africa. The group failed to make any 
dent in Pretoria's policies. ! 
Over recent years, Canberra has 
stopped flights by national carrier Qan- 
tas to Johannesburg, banned sales of 
gold Krugerrands, closed its trade office 
in South Africa, and halted export sub- 
sidies. Further steps in Australian sanc- 
tions could include revoking South Afri- 
can Airway's landing rights (which re- 
quires a year's notice) and ending 
tourist promotions. S bts 
While many conservatives feel South 
Africa is unfairly subject to a *double 
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background, Australia is facing a test it- - 


self. | 

At the same time, support for econo- 
mic sanctions can also bring in material 
gains. Australia would benefit from 
South Africa's exclusion from markets 
for coal, iron ore and wool. This would 
obviously require participation in sanc- 
tions from buyers in Japan, South 
Korea and Taiwan — who up to now 
have been keeping their heads down. 

Australia's neighbour New Zealand 
also. supports. sanctions, but Prime 
Minister David Lange said on 18 July 
that his country would apply them only 
in concert with other Commonwealth 
states. Lange has also warned other 
Commonwealth countries against put- 
ting pressure on Britain to Join in the 
sanctions. He said they would achieve 
more by working within the institution 
of the Commonwealth to encourage 

ain by conciliation. According to 
Lange, if the Commonwealth is frag- 
mented by pressures on London — à 
prospect he does consider possible — it 
would reduce ultimately the chances of 
international action against South Af- 
rica. 


eher gae caution is partly in line with 
his attempt to take a low-key stance 
in foreign affairs after his recent troubles 
with the US and France over New Zea- 
land's tough policies on the nuclear 
issue and the Rainbow Warrior affair. 
Moreover, Auckland is due to host the 
1990 Commonwealth Games and wants 
the organisation to remain intact. 

New Zealand is especially sensitive 
about South Africa. Some African 
states boycotted the Montreal Olympics 
in 1976 because a New Zealand Rugby 
Union team had toured South Africa 
that year, and in 1981 a tour of New 
Zealand by the South African rugby 

ñ caused the worst social disruption 
wu) 50 years. Parliament unanimously 
urged the New Zealand Rugby Union 
not to send a team to South Africa this 
year, but they went anyway as "private 
individuals" invited by South African 
business interests. 

India, which is highly critical of 
apartheid — there are 1 million people 
of Indian origin in South Africa — 
waited until the night of 20 July to an- 
nounce its boycott of the Edinburgh 


ames. New Delhi apparently wanted | 


the front-line Black African states to 
ake the lead. Indian leaders also hoped 
hat Britain would make some conciliat- 
wory gesture in a last-ditch attempt to 
"save the games. At the Commonwealth 
Rueeune in early August, African na- 
ions. will form a significant pressure 
roup favouring sanctions and New 
«ben is likely to play the role of a mid- 
Jleman in attempting to save the 49-na- 
Mion grouping from fragmentation. D 
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Justice 


il! 


is blind 


A commission finds no executive interference in judiciary ios T 


By Nigel Holloway in Singapore 


allegations of executive interfer- 
ence in judiciary appointments, made in 
January and March by opposition 
member of parliament J. B. Jeyaret- 
nam, has found there was no truth in the 
claims. Justice T. S. Sinnathuray, the 
sole commissioner, said: “The wholly 
unfounded allegations of Mr Jeyaret-. 
nam were scandalous statements that 
should never have been made." 

The matter is unlikely to rest there. 
Immediately after Sinnathuray's 19 July 
finding, Jeyaretnam filed a motion ask- 
ing parliament to reject the report at its 
next sitting, which is scheduled to begin 
on 29 July. The parliamentary privileges 
committee, to which Jeyaretnam's alle- 
gations were also referred in March, 
may also take action. If found to have 





TAY HOON 


Jeyaretnam: confusion over evidence. 


abused parliamentary privilege, the op- 
position MP could be suspended from 
the house. 

The issue of judicial independ- 
ence rose to prominence in December 
1985 when the Hongkong-based The 
Asian Wall Street Journal was fined 
$$6.000 (US$2,746) for contempt of 
court. 

An editorial in the newspaper two 
months earlier said that a district judge 
who had found Jeyaretnam innocent of 
making a false declaration about his 
party's accounts in 1982 was “de- 
moted." In January, Jeyaretnam told 
parliament that district judges “look 
over their shoulder” and “worry whe- 
ther they will be, in the discharge of 
their functions, incurring the displea- 
sure of the attorney-general or the gov- 
ernment.” 

In a later debate, Jeyaretnam said 








ta $ 


district judge, Michael Khoo, who was 
head ol 


subordinate courts, delivered. 


A’ official commission of inquiry into ! that in the beginning of 1984 a senior. y 


Du 


judgment in a criminal case and four, | 


months later was transferred to the at- 


torney-general's chambers in. conse- - 


quence. “Many people in Singapore 


thought that that transfer was a demo- | 


tion,” he said, adding that he knew of at . 


least two other instances of. similar | 


transfers occurring. Z1 
The decision to set up an inquiry into — 


$ 


the allegations, resulted from an extra- 
ordinary ¢ 
tween Prime Minister Lee Kuan Yew 
and Jeyaretnam. For three and a half 


LEM 7 


exchange in parliament be- | 


do 


a. 
i 


hours in two parliamentary sittings in — 


March, the two jousted over the estab- - 


lishment of a commission of inquiry into 


I 
Ae 
n 


E 


the opposition MP's allegations, over | 


the commission's terms of reference and 


over the people who should sit on the |. 
commission. 4i i 


In the event the commission, com- 
prising only a High Court judge, was 
given four terms of reference: 


: / iv 
» Toinvestigate the evidence for the al- 


legation that the executive arm of gov- 
ernment had, on at least three occa- 
sions, interferred with the administra- 
tion of justice by transferring district. 


judges. . | : 
» To investigate the evidence to sup- 


port the claim that Khoo was 
moved to the attorney-general’s of- 
fice because of executive 
ence. 


» To decide if there was any truth in the - 


allegations. 


» If the commissioner found there was | 


evidence of executive interference, he 
should *receive proposals" as to how to 
improve the system of appointments to 
the subordinate courts. 


Tw proceedings of the public inquiry, 
which lasted for three hours on 3 
and 4 June were a confused, ill-tem- 
pered affair. An edited version was tele- 
vised. When Jeyaretnam was called to 
give evidence, he said he had some "ap- 


plications” to make first. These took | 


about 90 minutes, and then the MP said 


Singapore's Privileges Act prohibited . 


him from giving evidence and he with- 
drew. 
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In his final report, Sinnathuray said - 


he found it difficult to ascertain what 


Jeyaretnam’s “applications” were. The - 


opposition MP had asked for a ruling on 
whether he was a party to the inquiry 
and therefore had a right to be heard be- 
fore he decided whether to give evi- 
dence. He had also asked whether he 


could call and cross-examine witness- 
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es. Considerable time was spent in dis- 


cussing whether Jeyaretnam wished to 
claim parliamentary privilege or to give 
evidence. 

In Sinnathuray's view, it was up to 
Jeyaretnam to substantiate his allega- 
tions and he could have done so by free- 
ing himself from parliamentary 
privilege and giving evidence. He was 


| told his evidence would be absolutely 


privileged unless any of it was false. “I 
am compelled to arrive at the conclu- 
sion that he never had the intention to 


=- give evidence" because he had none, 


the commissioner said. 

Observers and diplomats said it is far 
from clear whether the commission's 
finding amounts to a political victory for 
the government. Lee put the govern- 
ment's aim succinctly during his par- 
liamentary exchange with Jeyaretnam: 


- "LI am loathe to have to tax the judiciary 
. on what are really unfounded charges of 


interference with the due process of 





law. But if we do not nail the lie, there 
will be no end to it." 

The Singapore Law Society is con- 
sidering whether to make representa- 
tions to the government regarding the 
system of judicial appointments be- 
cause the society's president, Francis 


. Seow, believes it is *a matter of great 


public interest." 

In a note Lee received from Chief 
Justice Wee Chong Jin during the 
March parliamentary debate, it was 
stated that the decision to transfer Khoo 
was taken after Wee had consulted the 
attorney-general. The authority to 
transfer legal officers is delegated to 
Wee as president of the Legal Services 
Commission (LSC) and the attorney- 
general as an LSC member. 

The system of transfers from one 
branch of the legal service — the judi- 
cial branch, headed by the chief justice, 
or the legal branch under the attorney- 
general — to the other has been in oper- 
ation since 1965, Sinnathuray noted in 
his report. Oo 
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Fresh lease of power 


Nakasone forms a cabinet after election victory 


By Bruce Roscoe in Tokyo 


apanese Prime Minister Yasuhiro 

Nakasone has laid the foundation 
for extending his term as Liberal 
Democratic Party (LDP) president 
and prime minister for at least one, 
but probably two years with the selec- 
tion of what is called his third cabinet. 
The latest cabinet is actually Naka- 
sone's fifth ministerial line-up, consider- 
ing he reshuffled his second cabinet 
twice. 

Each new composition of ministers 
usually reflects the changing balance of 
power within the LDP more than it indi- 
cates the government's future policy di- 
rection, but the new Nakasone cabinet 
also appears selected to facilitate the 
swift implementation of several 
Nakasone policies. With 12 of the 20 
members (excluding the prime minister 
himself) belonging either to Nakasone's 
intra-party faction or to the faction of 
former prime minister Kakuei Tanaka, 
the new cabinet is also the strongest 
"Tanakasone" force yet seen in Japan- 
ese politics. 

Although the new members proba- 
bly will be reshuffled in less than a year, 
the heavy weighting of ministers chosen 
from the Tanaka and Nakasone fac- 
tions, reflecting the increased strength 
of both factions in the LDP avalanche 
election victory this month, is certain to 
remain for the rest of Nakasone's term 
as prime minister. : 

Nakasone has awarded the 
portfolios of foreign affairs, posts and 
telecommunications, labour and con- 
struction to his own faction, while 
Tanaka faction members have supplied 
the deputy prime minister — a newly 
created post — and chief cabinet secret- 
ary, and ministers for justice, health and 
welfare, international trade and indus- 
try, transport, and the directors-general 
for three key agencies. 

A textbook case in LDP power- 
balancing, the new appointments 
suggest that Nakasone will continue 
to use his hallmark specialist private 
councils for policy advice, as he has 
brought no non-politicians into the 
cabinet. 

Up to half the cabinet may be ap- 
pointed from the private sector, but 
Nakasone, with 304 LDP lower-house 
representatives to choose from, has 
clearly decided to reward those most 
faithful to him (or his mentor, Tanaka) 
while limiting the selection to only those 
members elected seven or more times. 

Surprise appointments were Tadashi 
foreign affairs and 
Masayuki Fujio for education. Kuranari 
has almost no diplomatic experience, 


having served twice as director-general 
of the Economic Planning Agency. Ja- 
panese political analysts regard his ap- 
pointment as a sign that Nakasone 
wants to assume most of the responsi- 
bility for foreign affairs himself, which 
he will easily be able to do considering 
Kuranari hails from his own faction. 

Kuranari’s appointment is also seen 
to indicate that Nakasone recognises 
that foreign policy is increasingly be. 
coming inseparable from domestic eco- 
nomic policy insofar as Japan's boom- 
ing current account and trade surpluses 
are threatening to impair seriously rela- 
tions with the US and other trading 
partners. 


ujio, known to be an ultra-conserva 

tive, is likely to influence much more 
than education policy. Aged 69 and a 
confidant of former prime minister 
Takeo Fukuda — who recently relin. 
quished control of his faction to forme: 
foreign minister Shintaro Abe — he is 
the party elder analysts describe as a 
bridge between the Abe and Naksone 
camps who will work to orchestrate a 
smooth post-Nakasone transition ol 
power to Abe. Abe will now chair the 
LDP Executive Council. 

Fujio's views would seem to suit 
Nakasone's plans for educational re- 
form. He is direct and outspoken in 
manner and holds that the single fault 
with Japanese education is a lack of 
“discipline in schools, homes, and so- 
ciety at large," as he said in TV inter- 
views on the night of his appointment. 

Probably Nakasone's most tacti. 
cal move — and major strength of ~ 
new cabinet — is the appointment 
Kiichi Miyazawa as finance minister. ux 
scholarly leanings and a former finance 
bureaucrat of 10 years, Nakasone will 
have silenced one of his strongest oppo- 
nents on economic policy by bestowing 
upon Miyazawa the honour of returning 
him to his ministry as minister. Former 
finance minister Noboru Takeshita — 
Nakasone's chief rival along with Abe 
and Miyazawa — was appointed LDP 
secretary-general. 

Disappearing from the scene are 
Susumu Nikaido, who evidently has 
fallen out with Nakasone's election en- 
gineer and new deputy prime minister, 
Shin Kanemaru, and former Ministry of 
International Trade and Industry minis- 
ter Michio Watanabe, the flamboyant 
individual who probably attracted too 
much media attention for Nakasone's 
liking, while somewhat foolishly ap- 
pearing to support opponents of a third 
term for Nakasone. oO 
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e THE news that Malaysian Prime 
Minister Dr Mahathir has called for a 
snap election, sent the crystal-gazers 
and curtain-risers into a flurry of prog 
nostication and analysis (for example 
the reports by REVIEW bureau chief Su- 
haini Aznam and Nick Seaward in this 
week's issue). I trust that the more 
exact-minded of the psephologists do 
not go for their demographic break- 
downs to the booklet on Malaysia pro- 
duced last year as part of the Hongkong 
Bank's Business Profile Series which on 
page 6 includes the following informa- 
tion: 

“Some 56% of Malaysia’s total 
population are Malays and other indi- 
po roups, 34% are Chinese and 

9o are Indians, while other races ac- 
count for the remaining 1%.” | 

The possibility occurred to the bank 
executive who spotted this: that the Ma- 

ian authorities, like the bank itself, 

p hidden reserves. 

e ARITHMETIC: “Must try harder" 
is a verdict which also des to the Ma- 
laysian Association of Certified Public 
Accountants. This august body recently 
issued a brochure on a seminar held on 
1 July this year to update participants on 
International Accounting Standards. 
The brochure stated: 

Four Standards will be discussed: 

IAS 17: Accounting for Leases 

IAS 22: Accounting for Business 

Combinations | 

IAS 23: Capitalisation of Borrowing 

Costs. 

— and that was that. The mathemat- 
ical failure by Malaysia's premier ac- 
counting body reminded John Curran, 
who spotted it, of the old joke about the 
maths professor who began his talk: 
"My remarks will be divided into the 
following parts: First, some introduc- 
tory remarks; Second, a few -words 
“hout my latest book. Fourth, 1 


Dres 

FACTS about Malaysia seem hard to 
“pin down. On 25 April this year the 
following Letter to the Editor appear- 
ed in the British newspaper, The Guar- 
dian. 

Sir, — Please could you inform your 
small crossword compiler (14 April) 
that the capital of Singapore is Singa- 
pore and not Johor Bahara which is in 
Malaya. D. Darnley, Manchester. 

Here ignorance compounds the con- 
fusion sown by the tiny compiler, 
though it was probably a Grauniad mis- 
print which transmogrified Johor Bah- 
aru into Johor Bahara. As Mohd. 
Ashad who lives in Boston, points out, 
Malaya achieved Malaysian status back 
in 1963. 
@ ON the other hand, it is sometimes 
difficult to be sure of geographical loca- 
tions within Malaysia itself. Take this 
milestone (kilometre-stone?) photo- 

graphed by Michael Green at the: 
falls north of Kota Tinggi, w 
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€. AND then there was the luxury 
Penang hotel which earlier this year 
circularised its guests with the following 
promises of delights: 

Dear Guest, 

Welcome to the food paradise of the 
orient where an exciting mixture of cul- 
ture and cuisine provides you with even- 
ings that can only spell Pennng. 
€ ONE harsh fact about Malaysia was 
the recent execution of two Australian 
(one British-born) convicted drug traf- 
fickers, who indulged in their deadly 
trade despite the warnings which greet 
all travellers to the country that the 
crime is a capital offence. The execu- 
tions took place after an unseemly cam- 
paign, involving appeals from both Syd- 
ney and London, to spare the pair's lives, 
apparently on the sole and unacceptably 
racist grounds that they were White. 

When the couple was sentenced last 
year, the Sydney Morning Herald re- 
ported on 27 July 1985 in a story from 
Kuala Lumpur: 
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| Executing the two men could pro- 
voke an anti-Malaysian backlash in 
Australia and force the Australian 
Government to plead for leniency. No 
leniency was given to the 32 Asians 
| hanged here for drug offences over the 
| past five years. 
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That much was undeniable unless, as 
H. W. Dick who spotted the cutting 
commented at the time, there was a case 
for posthumous rehabilitation of the 32 
Asians. 
@ SOMETIMES, however, facts or un- 
comfortable truths, are best avoided. 
Take the minutes of the 1985-86 annual 
general meeting of Kuala Lumpur's pre- 
mier gold club, the Royal clangor, 
when one member of the club received a 
less-than-satisfactory answer to his 
complaint to the committee: 

Dato Dr S.K. Dharmalingam: When 
I go to the Restaurant, I get bread with 
cockroaches. I have written a com- 
plaint, I can't see a reply. I would like 
the new Committee to look inte this. 
best not to put cockroachesin your bread. 






ses that it can only mean: “You are | @ MALA" 
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SIAS restaurants are: 
never-ending source of delight, and not 
only of the culinary variety. If you want 
the Asian version of fast — or junk — 
food, you should repair immediately to` 
Kota Kinabalu where K.P. Tabrett 

photographed an ambiguously named 
noodle shop. | 





If, on the other hand, vou are simph 
after a good feed, you should head to- 
wards Penang again, where the Golde 
Phoenix boasts a plethora of food stalls, - 
onë aptly named at which the custome 

can get a “thrifey” dish: | 


€ OR, if you are more alcoholically in 
clined, be guided by Marguerita Cho 
to Kahong village between Jemaluan 
and Keluang where is to be found a well- 
named establishment: | 

























Once sated, the visitor should then 
travel back to Penang to the vicinity € 
the Pulau Tikus area, which is, accord- 
ing to Paul Kratoska, a part where var 
ous titbits and delicacies are to be 





The result of all this indulgence i 
well summed up in the name of a centra 
Kuala Lumpur restaurant, photo 
graphed by R. G. Dougal: ) 
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may need treatment, at a clinic ad er 
tised in the Malay Mail, spotted by Sy 
Ahmed: | = i 3 
SHA | PHYSIOTH ERAPY CE l | 







































By Robert Delfs in Tianjin 
hinese cities have had a difficult 
time under communist rule, usually 
ceiving less emphasis in economic 
development than the countryside 
where 8096 of China's people live. In re- 
ent years, Tianjin has fallen behind the 
ountryside and also the more-dynamic 
outhern cities in that the latter have 
aken the lead in economic reform. 
."Now, however, there are tentative 
et unmistakeable signs of change in 
ianjin. Not that the city's ageing state- 
ned factories are likely to be the 
ene of ah economic miracle such as 
taking place in Jiangsu or 
iejiang provinces in the lower 
ingtze delta. Industry in Tianjin, 
ough, does show solid growth — mod- 
ately faster than in Shanghai or Pe- 
ing — and the city has been fairly suc- 
essful in attracting manufacturing- 
riented foreign investment. 
-. What is impressive about Tianjin is 
hat there are signs the city is coming to 
erms with its problems and taking long- 
erdue steps to improve the quality of 
ban life. Some changes may be no 
ker thara coat of paint, but a little 
ainting goes a long way in a city 
ste — as in. most Chinese cities — 
here has been little maintenance or res- 
ration of housing and other buildings 
r decades. . 
Tianjin, an industrial port city at the 
nfluence of the ancient Grand Canal 
d the Hai River, which flows to the 
ulf of Bohai, is China’s third-largest 
; Like Shanghai and Peking, Tianjin 
nicipality is a provincial-level entity, 
tly under the central government. 
overing 11,300 km2, it consists of the 
“proper, séven suburban and 
ritime districts and five rural coun- 
The population of the municipality 
s a whole is slightly more than 8 mil- 
on, with more than 5 million people 
ving in the city proper. 
Much of central Tianjin occupies 
hat were formerly the British, French 
i oue "settlements west and 
uth of the Hai River and the Austro- 
ungarian, Belgian and Russian settle- 



























































































ajor programme to repair and restore 
uildings in the old foreign-concession 
reas began in mid-1984. Many of the 
id buildings had suffered severe dam- 
ge in a catastrophic earthquake in 1976. 
- Mayor Li Ruihuan, 53, a former 
odel worker who studied architecture 


ents on the north and east banks. A 


lising from the ashes 


| facelift and new construction mark a city's resurrection — 


museum of the architecture. of the 


world, officials said. "Now changed | 


beyond all recognition," Li said. last 
year, “these buildings will again look as 
elegant as they once did in the past." 
Architect eui Shichang, vice-head of 
the repair and construction section of 
the city's housing and real-estate de- 
partment, knows the differences among 
columns ionic, doric, or corinthian, and 
cites examples of each in the commer- 
cial districts of Tianjin’s former conces- 
sion areas. eA 
“Itis a shame," Cui said, "that build- 
ings of such high artistic value. were neg- 
lected for so long. These are wonderful 
houses, good vigorous designs with 
their slanting roofs and gardens in front, 


res 


b 








rs 1 be white, aid, "so 
we're painting them white.” — | 

But.a new paint job will not last 
forever — particularly in a city where 
residents burn coal — and some of the 
buildings that were repainted first have 
already become grimy and grey. The res- 
toration work is planned in five-year 
cycles, with buildings restored last year 
to be spruced up again by 1990. No one 
seems to expect residents living in the 
buildings to become involved in main- 
taining them in between repair cycles. 
“Why should they?" one official said, 
"they don't own them." 

Coal gassification might help make 
Tianjin's new old-look last longer. No- 
thing more characterises a northern 
Chinese city in winter than the smell of 


burned in household stoves are a source 
of serious air pollution that blackens 
buildings and contributes to the high in- 
cidence of respiratory disease. 
In June this year, half tlie streets 
| the former British-concession area hau 
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REVIEWMAP by Ándy Tang 


not like the boxes being built today. 
Now we understand that we must pre- 
serve some of the best." s 

Restoration began in.1984 on Jiefang 
North Road and was accelerated last 
year. So far more than 7,000 buildings 
on 140 different blocks have. been restor- 
ed. The cost of the project has reached 
more than Rmb 60 million (US$16 mil- 
lion) — almost all from city funds. The 
project has also been supported by work 
units that own the buildings and district 
governments. | 





"he aim, Cui said, is to restore the 

appearance and colour schemes of 
the original buildings. In some cases, 
this has gone as far.as replacing original 
decorative ene work, framing and 
casement Windows which had been lost 
or damaged? The window frames of 





E Middie nng road, | 
almost completec 
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been torn up for gas-main installatio. 


Tianjin laid 300 km of medium- and. 


low-pressure gas pipes in 1985 and al- 
most 600 km of service lines — extend- 
ing the total network length by nearly 
50% and bringing city gas to 260,000 
new households. | | | 

: Pollution-control equipment was in- 
stalled last year on the city's No. 1 
power plant and the No. 2 steel smelter, 
two major sources of industrial pollu- 


tion. Smaller factories contributing to 


air pollution are now threatened with 
fines if they do not install equipment 
to control emissions. Some have been 
forced to close, officials said. Other fac- 
tories are being moved from the city to 
surrounding rural counties. | 
Huge imports of cars in the past two 
years have brought with them traffic 
congestion. Like Shanghai, Tianjin is 
burdened with narrow roads designed 
' to‘meet the needs of 19th-century horse- 
drawn 





burning coal. The low-grade briquettes 


vehicles. Unlike Shanghai, how- 
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ever, Tianjin is dóing something about 
it. 

A new four-lane “ringroad” around 
the city is nearing completion, making it 
possible to bypass the congested city- 
centre. Two more ringroads are plan- 
ned: an outer 70-km ring linking the 
suburban districts, and an inner 14-km 
loop circling the city's central business 
district. Upgrading and widening 14 key 
branch roads radiating from the city 
centre are also being planned. 

Bicycles will remain the city's biggest 
traffic problem for some time to come. 
There are about 3.5 million of them on 
the streets of Tianjin, one for every 2.5 
inhabitants. The municipal subway sys- 
tem now extends for 12 km. Work on 
this will continue, city planning officials 
said, and consideration is being given to 
light buses. 


W ater has been one of Tianjin's 
most serious problems. Total sup- 

in 1982 was only 250 million tonnes 

grossly inadequate for an industrial 
centre of Tianjin's size — and much of 
that was brackish. “You don't need to 
salt the water for vegetables," a local 
saying goes. 

A 230-km canal system completed in 
1983 links the city to the Luan River in 
the north and has solved the water prob- 
lem for the short term, at least: annual 
supply is now in excess of 300 million 
tonnes. For the future, and in response 
to the general water shortage in the 
north China plain, the Ministry of 
Water Resources and Electric Power is 
considering plans to use the Yellow 
River and a possible diversion of water 
from the Yangtze. 

The city has budgeted Rmb 400 mil- 
lion to provide 120,000 new telephone 
lines in the city over the next five years, 
the official Xinhua newsagency said in 
April, with a modern switching system 
for the city proper and Tanggu district 
~ J 2,500 long-distance lines (com- 
. red with 1,000 today). Direct-dial in- 


ternational service to the US is to begin |? 


before the end of the year. 

The city produces a balanced mix of 
industrial goods, including some high- 
ques brand-name products that are in 

emand throughout China. Tianjin is a 
major producer of synthetic fibres, bicy- 
cles, tractors, plastics and motor vehi- 
cles, as well as being a significant pro- 
ducer of steel and  rolled-steel, 
aluminium products, watches, yarn and 
cloth. 

According to figures provided by city 
officials, Tianjin's industrial output in 
1985 rose 12.4% to Rmb 28.6 billion, 
3.3% of the national total. This was less 
than the national average of 18%, or 
21.4% with village industry included, 
and much less than high-flying Zhejiang 
with 33.1%. But Tianjin is growing 
faster than the other two municipal re- 

ions of Peking (10.4%) or Shanghai 
(11.195). i AWET 

State-owned enterprises dominate 
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industry, generating 8096 of the city's 
gross industrial output value in 1984 — a 
pattern similar to Shanghai (84%) and 
Peking (7876). By contrast, in rapidly 
growing Zhejiang, collectively owned 
enterprises have overtaken the state 
sector in output value. But Tianjin's col- 
lective sector, including township rural 
industry, is expanding at a faster rate, 
with a 22% gain in output value in 1986 
versus only 9.7% for state-owned enter- 
prises, official figures indicate. 

More than 150 joint- or wholly 
owned foreign venture contracts have 
been signed in Tianjin to date, city offi- 
cials said, of which 58 with a total value 
of US$460 million have begun opera- 
tions. A new international joint-venture 
hotel is scheduled to open soon. 

Tianjin officials do not mention 
tourism as a factor in the decision to ren- 
ovate these areas, but the attractive- 
ness of the city has been much en- 
hanced. Drabness and decay were the 
predominant impressions from a visit to 
Tianjin a few years ago. Despite the sur- 
vival of many buildings from the period 


Restoring the old in Tianjin. Te vA, 


of foreigr; occupancy, Tianjin’s Euro- 
pean atmosphere has been visibly 
evaporating. 

The *Food Street" complex to the 
west of the old city, may be China's first 
Western-style shopping mall. Also a 
personal project of the mayor, Food 
Street is a massive stone building en- 
closing a glass-ceilinged mall with 100 
restaurants and shops, mostly collec- 
tively operated and thronging with pa- 
trons at lunchtime. Food Street seems 
to be aimed primarily at local residents 
and domestic travellers, rather than 
tourists, with a large new hotel for 
Chinese being built adjacent to it. D 





New lease of life: page 20 
Decentralisation: page 20 









ROBERT DELFS 


Ten years 
of restoration 


Tianjin finally recovers 
from the 1976 earthquake 


N early two-thirds of the buildings in 
Tianjin were destroyed or suffered 
serious damage in the earthquake that 
levelled nearby Tangshan 10 years ago, 
and in 1981 a large number of city resi- 
dents were still living in hastily built 
temporary housing. 


Nearly 17 million m2 of new housing | 


has been built in the city (excluding 
rural counties) since 1980 — approxi- 
mately 340,000 units, more than the 
total for the preceding three decades 
and one of the most intensive urban- 
construction programmes in China. 
About one-third of the total has been 
built by the city or district governments, 
with most of the rest supplied by enter- 
prises or government work units for 


construction. 

New building over the next 
five years is planned to rise to an 
average 4 million m? a year, Tian- 
jin Planning Commission official 
Li Yali told the REVIEW. At an 
estimated current construction 
cost of Rmb 200-300 per m?, the 
annual outlay for new housing in 
Tianjin will be Rmb 1 billion — 
equivalent to 25?5 of city re- 
venues. 

To help finance its own con- 


government is selling some of the 
housing units it builds to enter- 
prises which do not have their 
own construction programmes. 
A new 50-m2 flat in the city with 
convenient transport connec- 
tions can be purchased for Rmb 
40-50,000, Xu Jiuku, an official 
of the Tianjin Urban and Rural 
Construction Commission, said. 

Housing can be sold to individuals, 
but at the very low rents charged by offi- 
cial bodies in China — Rmb 7-8 per 
month for a 25-m? living area, or a 50- 
m? .otal area flat in Tianjin — paying 
Rmb 50,000 to buy a flat makes little 


sense unless you intend to live in it for 


more than 500 years. 

The focus of construction efforts are 
shifting from the city proper to satellite 
counties and the maritime districts 
along the coast of Bohai. The popula- 
tion of Tianjin municipality as a whole is 
expected to expand by 18% between 
1985 and the year 2000, from 8 million 


their employees. There has also | 
been a tiny amount of private | 


struction programme, the city — 


y 


to 9.5 million people, city planning offi- | - 


cials said. By expanding the city proper 
and concentrating development in out- 


lying areas, population density of the 


city proper is expected to fall. 


— Robert Delfs 
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Tianjin and Shanghai 
gain from modernisation 









































n many ways Tianjin is a scaled-down 
orthern version of Shanghai, as it was 
0 years ago. Both became important 
cities during their development as 
foreign “treaty ports" after the 1860s, 
and for nearly a century were essentially 
under foreign rule. They were key 
oints of contact between Chinese and 
oreigners and exposed China to mod- 
rn industry and commerce. Both cities 
became centres of intellectual and poli- 
tical ferment as well. 

- Like Shanghai, Tianjin retains an at- 
mosphere of pre-war Europe. Until re- 
ntly, there had been little new con- 
struction or major renovation in the city 
centre since the 1940s. Both cities suf- 
ered from a general anti-urban bias 
mong communist leaders in Peking 
nd from policies designed mainly to ex- 
fract from the cities as much revenue 
and goods as possible. The treaty-port 
es in particular were viewed as the 
parasitic creations of foreigners, the 

rongholds of China's national 
apitalists, compared with which 





"ianjin has embarked on a new ex- 
 periment in government reform 
which shifts responsibility for city ser- 
vices and offers some fiscal autonomy to 
six local districts. The reform, which 
came into effect last year, is primarily 
the initiative of Mayor Li Ruihuan, offi- 
s say. Li succeeded former mayor 
"Qili when Hu moved to Peking to 
join the Central Committee Secretariat 
in September 1982. 

- Municipal services were previously 
under the direct control of the city gov- 
ernment's bureaux and supervisory 
commissions. Under the new system, 
le staff, equipment and the responsi- 
lity for basic city services have been 
ansferred to the six local districts, ac- 
cording to Fang Fang, the deputy sec- 
retary of the city government. 

- Shifting the decision-making power 
nd accountability closer to the people 
as improved the quality of services, of- 
cials say. They point with gratification 
competition among different districts 


urban green spaces. 
The districts now retain a share of re- 
nues generated by taxes on collective 


a fixed budget as before. As a result, 


| socialist industries we 


might have to fight another people's war 


treet beautification and upgrading of. 


nterprises, rather than operating from - 


E overnments Haye become con- 





in a big sea.” : 

Growth and investment: in Ti ianjin 
and Shanghai were severely restricted in 
the.early 1950s, when their privately 
owned industries were gradually: being 
absorbed by the state. Shifting the “irra- 
tional concentration of industrial enter- 


prises along the coast” was an explicit. 


aim of China’s first five-year plan (1953- 
$7), over which period more than half of 
central-government investment was di- 
rected to the interior. During the same 
period, investment in Shanghai was 
only 6% of the revenue generated in the 
municipality. 

Military considerations were 
another factor reinforcing the leader- 
ship’s commitment to developing the in- 
terior. The vulnerability of coastal cities 
had been clearly demonstrated in World 
War H, and fears increased that China 


of “defence in depth," as the com- 
munists called their fight against the Ja- 
panese, following the Korean War and 
the signing of a US-Taiwan defence 
treaty in late 1954. 

These policies began to change in 
1956, and both Tianjin and Shanghai 
benefited from the decentralisation of 
economic control during the Great 
Leap Forward in 1958-59. However, 
though modest levels of industrial in- 
vestment were restored, city develop- 


un to the districts 


Fiscal decentralisation i improves municipal services - 


cerned about their tax bases and sup- 
portive of collective enterprises, their 
major source of revenues. 

The district-city fiscal reform repli- 
cates the new tax relationship between 
Tianjin municipality and the central 
government: Under a new system inau- 
gurated last year, Tianjin retains a fixed 
39.4% of the tax revenues it generates, 
the remainder being türned over to Pe- 
king. Retained revenues in 1985 were 
Rmb 4.4 billion (USSI. 19 billion), up 
14.2% from the previous year. 

The most important source. of munic- 
ipal revenues is the commercial and in- 
dustrial tax, a value-added tax paid by 
state enterprises, which generated Rmb 
1.8 billion or about 40% of the total re- 
tained revenues in 1985. 

Of Tianjin's six urban districts, Hexi 
and Honggiao are the most successful 
under the new fiscal reforms. Hexi, with 
a population of more than 600. 000, 
covers 40 km? of what were once the 
British and German settlements in the 
southern part of the city proper. 

The fiscal responsibility system is the 
key to the reform, said Liu Fengyan, the 
head of Hexi district. Starting last year, 
Hexi began retaining a fixed 43.5% of 
locally. generated revenues, primarily 





“fete par rae lhe NARA ATSC PMN ERE E RR TTE n i AAA e rr tehak eaa a Aaa iaai hiaai aani 


taxes paid by collective enterprises. The 





until the late c 1970s. "NM 

Today. Tianjin and Shanghai. face 
major problems rooted in their seri- 
ously aged infrastructual bases, but a 
deeper problem has been their apparent 
lack of dynamism relative to smaller 
cities in the south, which can only partly 
be laid to capital-investment con- 
straints. Both cities are industrial 
centres, but they have failed to play the 
pioneering and catalytic role in China's 
current economic modernisation pro- 
gramme that major cities have in other 
Asian developing countries. 

This failure has become all the more 
striking in the seven years since econo- 
mic reform began. Like the Maoist rev- 
olutionary strategy, modernisation 
under Chinese leader Deng Xiaoping 
has started in the countryside and. 
moved to encircle the cities. In recent 
years, Shanghai and Tianjin have b 
the last places one would go to see 
effects of the economic reforms. 


ne of the most unusual aspects of 

the explosive economic growth in 

the small towns of southern Jiangsu 
and northern Zhejiang provinces in the 
ast three years is that this region is 

hanghai's hinterland. Logically, Shang- 
hai should have played an integrating | 
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rate is set for three years and will remain © 
unchanged until 1988. Retention rates 
vary among districts — Hexi has one of 
the highest, while Hongqiao, with more 
collective industry and larger gross re- 
venues, retains only 23.5%. 

Hexi’s retained revenues in. 1985 
totalled Rmb 35 million, 40% more 
than in 1984. Of these Rmb 33.5 mil- 
lion, or more than 95%, came from 
taxes paid by collective industrial and 
commercial enterprises, of which th ` 
are 460 in the district — mostly sn 
service-related firms but also a few large 
factories with several hundred employ- 
ees. SRA 
The district directly owns and ope- 
rates only 21 enterprises, of which seven 
are industrial concerns. Profits from 
these enterprises are a relatively small 
source of district revenues, accounting 
for Rmb 1.5 million or less than 5% in 
1985. 


nder the new revenue structure, the 

district government has a direct fi- 
nancial interest in local collective enter- 
prises. This new concern of district gov-« 
ernments for their tax base is a factor ing 
the recent upsurge in collective enters 
prise performance in Tianjin. The out-« 
put value of collectively owned indus-« 
tries in the city rose 20.9% last year, 
versus 9.7% for state enterprises. | 
: Phe city has promised. the districts 
that it will no longer attempt to absor 
successful local enterprises into the 
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within the region, the lower Yangtze 
delta boom — Jiangsu overtook Shang- 
hai as the nation's leading industrial 
producer in 1985 — has proceeded more 
despite Shanghai than because of it. 
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state. sector. Tax payments of state- 
owned enterprises go directly to the city 
government. "Before," Liu said, 
"whenever an enterprise became large 
and successful the city took it over, so 
there was little incentive for the district 
to support and nurture them." 

The Number 2 Daily Use Cosmetics 
Factory in the district was cited last year 
by the city government for pollution 
violations and ordered to close. The fac- 
tory pays about Rmb 9 million in taxes a 

ar, Liu explained. Under the new 

heme, closure meant losing Rmb 3.9 
million in district revenues. "Before, we 
wouldn't have cared, we didn't pay 
much attention to revenue collection," 
Liu said, "but now we see it as very im- 
portant." 

The district government arranged 
for the factory to move to a larger site on 
the outskirts of the district where new 
equipment could be installed that would 
meet the city's new pollution standards. 
The factory has been allowed to con- 
tinue operations at its old site until con- 
struction of the new facility is completed 
later this year. At the new site, the fac- 
tory, which currently employs 500 peo- 
ple, may be able to expand operations. 

About half the district's revenues are 
spent on general administration. and 
housing, with the remaining supporting 
basic municipal services and education. 
There are 36 middle schools, 66 elemen- 
tary schools and 26 kindergartens in the 
district. ee fari 
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With the passage of time, attitudes 


nial past are beginning to change. One 
indication is the restoration of old 
foreign concession areas in Tianjin and 
elsewhere. But a broader re-evaluation 
of the legacy of the treaty-port cities 
may be under way. 

. Shanghai's concessions were a 
“bridgehead of the Western colonial 
powers invasion of 
China," an article in the 
Shanghai Liberation Daily 
said on 2 July. *But view- 
ed objectively," it said, 
"Shanghai was also the 
birthplace of China's na- 
tional-capitalist and pro- 
letarian classes and creat- 
ed the space for their 
growth . . . and a door 
for the dissemination of 
Western civilisation 
China. Through Shang- 
hai, and foreign books 
and teachers, China came 
to know of modern sci- 
ence, modern world his- 
tory, even Marxism... 
Shanghai was a hotbed of 
ferment and progress in 
which China’s new econ- 
omy, politics and culture 
was born and developed.” 
— Robert Delis 





Belgian 


Last year new housing totalling 
460,000 m? was started in the district, 
and 250,000 m? was completed. Most of 
the new housing in the district has been 
built by enterprises and other units. 
Major construction projects are eligible 
for funding through the new Tianjin 
Development Corp., a municipal gov- 
ernment organisation, which provided 
Rmb 10 million to the district in 1985. 

Another major function now man- 
aged by the districts is street cleaning, 
garbage collection and maintenance of 
public toilets. Much of the water and 
sewage system in Hexi dates back to be- 
fore 1949 and breakdowns are frequent. 
Under the old system several depart- 
ments of the city government shared the 
responsibility for repairs and mainte- 
nance, leading to inevitable delays, Liu 
explained. 

Now the district is responsible for all 
branch and feeder systems, and the city 
is only called in for major breaks in main 
lines. Liu claims that any breakdown in 
the water or sewage pipes can now be 
fixed within 24 hours. 

District and city officials agree that 
there are few conflicts among different 
districts, barring the odd dispute over 
who takes care of a road that is a bound- 
ary between two districts. Disagree- 
ments with. city-level bureaux which 
now perform standard-setting and 
monitoring functions are. more fre- 
quent, but less than before; Fang said. 

s Robert Delfs 
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Human-rights 


Aquino faces questions on 
number of political prisoners . 


By James Ciad in Manila | 
(o > once again surroumi 
the number of political detaine 
being held in the Philippines. Althoug 
they still respect President Corazo 
Aquino’s new government, hum 
rights pressure groups say the numb 
of detainees held for political reason 
still almost two-thirds the number hel 
by the old regime in its last days. — = 
In a recent interview, officials of th 
Roman Catholic Church-related Tas 
Force Detainees of the Philippi 
(TFDP) acknowledged a “reduced 
rate of arbitrary arrests and interrog: 
tions throughout the country, but sai 
abuses still continue. Sister Mariam 
maranan, chairman of TFDP, said t 
the Aquino government had freed 9 
political prisoners in the four mo 
since 25 February — the date of them 
tary revolt that precipitated t 
downfall of former president Ferdinar 
Marcos and catapulted Aquino t 
power. | un 
At the end of February, TFD 
counted 614 political prisoners throu 
out the country, so many of the peo 
released by the Aquino governme 
appear to have been arrested aft 
and not before, the change of gove 
ment. The total number of persons cc 
sidered by TFDP to be imprisoned i 
the Philippines for political réason 
stood at 395 at the beginning of July = 
nearly two-thirds the pre-Aquino figu 
if TFDP keeps accurate and reliab 
data. gut sd 
Counter-insurgency operations, n 
ably in Mindanao and Luzon's Cagay 
Valley, continue to pull suspected 
bels into jails. The Negros island bran 
of TFDP organised a 26-28 July pre 
tour to investigate what it claims are ti 
results of a military operation again 
the communist New People’s. Arm 
near Sipalay town. The group says 
military burned the homes of 4,000 pe 
ple and killed a farmer. € 
TFDP divides political detaine 
into five categories: sentenced politic 
prisoners; those held without form 
charges; detainees charged with poli 
cal crimes; detainees charged with bo 
political and common crimes, and d 
tainees arrested for political acts bi 
charged with common crimes. T} 
largest number fall under the secor 
and fourth categories, 141 and 102 r 
spectively, Dimaranansaid. © s 
Information gathered: by othe: 
tainee groups suggest that Aq 
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| human-rights policy has had a dispro- 
| portionately strong effect in Manila. In 
. mid-July only 21 political detainees 
| were in jail in the capital. Throughout 
| the main island of Luzon the TFDP 
| counted 41 detainees, while prisons in 
| the Visayas and Mindanao regions held 
| 103 and 225 respectively. 
| There is some confusion over the ac- 
| curacy of the categories of political de- 
| tainees being used by the pressure 
| groups. The Armed Forces of the 
| Philippines insists it holds people for 
| legitimate reasons (often because they 
| face criminal charges) and not because 
| oftheir political views. 

| At a recent news conference, 
| Aquino asked her executive secretary 
= Joker Arroyo to explain the discrepancy 
= between the apparently still crowded 
. cells and her success on assuming power 


| in fulfilling a campaign promise to 


il. groups as “political,” in fact face crimi- 


| nal charges. 

| 

| I? an effort to achieve greater clarity, 
| Man assortment of groups, including 


.| ex-detainees' “support groups" and 
2| TFDP, went to see Aquino on 19 June. 
| Deputy Defence Minister Rafael Ileto, 
.| Justice Minister Neptali Gonzales, mili- 
i tary chief of staff Gen. Fidel Ramos, 
| Judge Advocate-General Samuel 
| Soriano and presidential spokesman 
Rene Saguisag joined the president. A 
| committee, comprising representatives 
| from the Justice and Defence ministries 
| and a lawyer representing the groups, 
| went to work shortly thereafter. By 18 
| July, Ramos was reported as saying a 
| common categorisation of detainees 
was slowly being worked out. 
| | Aquino’s first releases included such 
| notable detainees as former Philippine 
College of Commerce © president 
| Nemesio Prudente, Roman Catholic 
.| priest Fr Edicio de la Torre, former 
.| Development Academy of the Philip- 
| pines director Horacio Morales and 
| ex-chairman of the Communist Party 
| of the Philippines Jose Maria Sison. 
| Less well known people further from 
d Manila, however, have had a less 
| speedy departure from prison. And 
apart from the controversy about pri- 
| soners, a disturbing recurrence of kid- 
| napping seems evident — in Mindanao 
| especially. 
Notwithstanding the release of 10 
nuns and an American missionary a 
. week after they were seized by armed 
men on 11 July (REVIEW, July 24), 
many predict more such episodes by 
. maverick politicians in the country's 
second largest island. Brightening the 
Philippines’ tattered human-rights re- 
f cord may take more than prison releases 
— welcome as they were to those who 
saw them as concrete action towards 
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The general's gambit 


Ershad asks a divided opposition to compromise 


ae 


By S. Kamaluddin in Dhaka ae 


T he 10 July boycott by the opposition 


of the first session of the newly 
elected parliament could create a con- 
stitutional deadlock, but the military- 
backed regime of President H. M. Er- 
shad appears unconcerned. 

Opposition MPs and some indepen- 
dents, with the notable exception of a 
four-member faction of the Jatiya 
Samajtantrik Dal (JSD), refused to at- 
tend the session while martial law was 
still in force. The opposition, led by the 
Awami League’s 76 MPs, occupied the 
main southern entrance to the parlia- 
ment building and held their own “par- 






ee 


Khaleda: criminal charges. 





liament session” at the gate after duly 
electing a “speaker.” 

The opposition exercise elected 
Awami League chief Sheikh Hasina 
Wajed as the “leader of the house,” but 
did not go so far as forming a “parallel 
government,” or naming a “leader of 
the opposition.” 

Prime Minister Mizanur Rahman 
Chowdhury, regretting the move, said 
that the opposition boycott of the presi- 
dent’s speech in parliament had become 
a tradition in Bangladesh as he himself 
had done that while in the opposition 
during late president Ziaur Rahman’s 
time. “But,” he added, “the opposition 
then attended the parliament session 
and walked out when the then president 
came to address the house.” 

On the eve of the session, Ershad 
said that MPs should try and find a solu- 
tion to lift martial law immediately 


L. RAHMAN 


“without creating a constitutional vacu- 
um.” This was a broad hint to the op- 
position to cooperate with the adminis- 
tration to pass an indemnity bill — 
which requires a two-thirds parliamen- 
tary majority — legalising all the laws 
and reforms carried out during the four 
years of martial law. 

Without receiving a direct response 
to his call for constitutional cooperation 
from the opposition, Ershad has an- 
nounced that a presidential election 
would be held in the first half of October 
this year. The announcement left no 
doubt that if the opposition did not 
cooperate with Ershad, martia! 
law would continue until after th 
October presidential election in 
which Ershad is almost certain to 
be elected as a candidate of the rul- 
ing Jatiya Party (JP). 

Ershad’s JP won 153 of the 300 
parliamentary seats and picked up 
the 30 more reserved seats for 
women, which are chosen by a sim- 
ple parliamentary majority. In ad- 
dition, 23 of the 32 independent 
MPs have joined the JP and some 
more are expected to follow suit. 
In that event, the JP could easily 
muster the two-thirds majority 
needed to pass the indemnity bill. 

Meanwhile, public opinion in 
the country is increasingly viewing 
the opposition boycott of parlia- 
ment as a farce. A senior lawyer, 
describing the opposition’s deci- 
sion as “infantile exuberance” 
added: “We are getting bored with 
this kind of ill-conceived and im- 
mature acts of the opposition leac 
ers,” 

The opposition alliance led by 
the Awami League is also beset with dis- 
unity. The JSD faction in parliament 
which belongs to '^e alliance has come 
out openly against !'^ 'cague’s policies 
and refused to att «d its joint meet- 
ings. Baksal, another member of the al- 
liance, decided to stay out of the May 
parliamentary elections, but some of its 
members did contest and win three 
seats. Baksal has since expelled these 
MPs from the party and issued a state- 
ment strongly critical of the Awami 
League. 

A high-ranking source in the par- 
liamentary opposition alliance told the 
REVIEW that while the Awami League 
will find it difficult to support the indem- 
nity bill, other components could pos- 
sibly go along with the JP, provided the 
government was prepared to give more 
power to the parliament and make the 
cabinet responsible to the house. The 
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. on between the government and some 















source said that discussions were going 


Opposition leaders for a compromise, 
but no immediate decision was likely. 
Mohammad Farhad, leader of the 
pro-Moscow Communist Party of 
Bangladesh, which has six MPs, has 
asked the government to indicate 
clearly the formula by which the indem- 
nity bill was to be passed. Apparently 
what Farhad meant was that the au- 
thorities should identify the laws they 
wanted parliament to validate and the 


concessions the JP would offer the op- 


position in return for its cooperation. 
In the event of a compromise, 
another session of parliament could be 
‘held before the presidential election to 
pass the indemnity bill and revoke mar- 
tial law. 


he non-parliamentary alliance led 

by the Bangladesh Nationalist Party 
(BNP), which boycotted the elections in 
May, observed 10 July — the opening 
day of the parliament — as a so-call- 
ed black day and organised protest 
demonstrations. Although other politi- 
«al parties, including the Awami al- 
liance and the rightwing Jamaat-e- 
Islami, also brought out processions of 
protest, the BNP rally was the most 
militant and became involved in a major 
clash with the police in which more than 
25 people, including six policemen, 
were injured. 

The police claimed that the BNP and 

its allies had come prepared with 
Molotov cocktails which they used 
against policemen on duty. Some pass- 
ers-by and a few journalists were hurt. 
Police responded with baton charge and 
tear gas. The government has filed cri- 
minal charges against more than 2,000 
leaders and supporters of the BNP, in- 
cluding BNP chief Khaleda Zia, for 
‘their alleged involvement in the vio- 
lence. The filing of cases provoked pub- 
lic reaction in Khaleda’s favour. Politi- 
cal leaders and lawyers issued state- 
ments demanding the withdrawal of 
cases against her and others. 

The BNP’s persistent attempts to 
launch a wider mass movement to force 
the government to nullify the May polls 
and hold fresh elections under a 

caretaker regime have also put pressure 
on the Awami leadership to take a hard 


line against the authorities. Awami 


sources fear that if the party tries to play 

the role of the constitutional opposition 
confined to parliament, the BNP could 
seize the lead in the agitational politics 
-of the streets. 

A Dhaka-based political observer 
told the REVIEW that while the BNP, 
and Khaleda in particular, has gained 
some popularity among the urban peo- 
ple by boycotting the May elections, the 
gains may prove to be temporary. He 
felt that once a presidential election was 
held and the country settled down to 
parliamentary politics, the BNP's ap- 
peal could begin to fade. Oo 
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Stamp of approval 


Reagan welcomes Junejo and endorses political progress 


By Husain Haqqani in Washington 


S President Reagan strongly en- 

dorsed the post-martial law politi- 
cal process in Pakistan during Prime 
Minister Mohammad Khan Junejo's of- 
ficial mid-July visit here. Pakistani offi- 
cials said they were pleased with the re- 
sults of the visit, which came within days 
of a threatening Soviet diplomatic note 
to Islamabad, expressing concern over 
Pakistan's nuclear programme. 
Junejo's visit, planned for several 
months, helped establish his credentials 
as an effective executor of policy, dis- 
pelling some of the doubts about Presi- 
dent Zia-ul Haq's role as the real power 
even after the end of martial law. 

Prior to arriving in Washington on 15 
July, Junejo made official visits to Tur- 
key and West Germany. A Pakistani 
Foreign Ministry official said: "The 
prime minister's official visits confirm 
his position as chief executive even in 
the sphere of foreign policy. The US 
Government has now demonstrated its 
belief in the genuineness of the political 
changes that have occurred in Pakistan 
since last year's general elections." 

The US endorsement was significant 
for Junejo because of recent moves by 
opposition leader Benazir Bhutto, who 
refuses to acknowledge the legitimacy 
of the political process which brought 
Junejo to power. Bhutto has repeatedly 
compared herself with Philippine Pre- 
sident Corazon Aquino and has hinted 
at potential US support for her demands 
for fresh elections. Junejo's success in 
securing what one US official termed 
"unambiguous support" from Reagan is 
likely to dampen Bhutto's enthusiasm 
for the “Aquino route" to power. 

Although Junejo faced tough ques- 
tions from US congressional leaders on 
domestic politics as well as opium pro- 
duction and narcotics trafficking in 
Pakistan, only the nuclear issue re- 
mained completely unresolved. Neither 
the US administration nor Pakistani of- 
ficials expected progress over the nu- 
clear question during the visit, but pres- 
sure was put on the prime minister to re- 
nounce Pakistan's alleged intentions to 
manufacture nuclear weapons. 

Junejo repeated Pakistan's standard 
response to international criticism of its 
nuclear intentions, insisting no weapon 
was being made. Administration offi- 
cials expressed concern over the en- 
hanced capability of uranium enrich- 
ment reportedly achieved at Pakistan's 
Kahuta nuclear plant.: Recent reports 
suggest that Pakistan is now capable of 
30% uranium enrichment as against the 
5% considered sufficient for nuclear- 
power generation. 


Prior to Junejo's Washington visit, 
Reagan sent a personal letter to Zia re- 
minding him that enrichment beyond 
the 5% level would put US aid to Pakis- 
tan at risk. But US officials publicly 
acknowledged that the administration is 
planning to renew certification — 
necessary under US law — to the effect 
that Islamabad does not currently pos- 
sess an atomic weapon, allowing the 
flow of aid to continue. 

The nuclear question continues to be 
an irritant in US-Pakistan relations, 
though Pakistani officials say it is much 
less so now than before. Policy planners 
in Islamabad seem to believe that US 
geopolitical considerations in South ar 


Junejo: winning recognition. 





West Asia, particularly in view of the 
Soviet occupation of Afghanistan, 
would probably outweigh nuclear-pro- 
liferation concerns in Washington — 
especially in relation to the 1987-92 
US$4.2 billion aid package, negotiated 
earlier this year. 


J unejo told the press he was ready to 
sign the multilateral Nuclear Non- 
Proliferation Treaty provided India 
signs it simultaneously. Although this 
represents little shift in Pakistan's previ- 
ously stated position, officials travelling 
with Junejo observed there was greater 
understanding for this view in the US 
than in the past. 

Washington will probably continue 
to pressurise Pakistan over the nuclear 
issue, and more emphasis will be placed 
in this respect during official contacts 
with Zia Who, as chief of the military, is 
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sion-maker in this sphere. 

The nuclear issue could have been a 
serious problem for Junejo had he not 
been helped by reports of a Soviet 
threat to Pakistan, just prior to his visit. 
The prime minister confirmed Mos- 
cow's threatening tone in recent dip- 
lomatic messages, including a harsh 
warning over the nuclear programme. 
US State Department sources said 
Reagan had responded to the Soviet 
warning by reassuring Zia and Junejo of 
Washington's commitment to Pakis- 
tan’s security and a simultaneous 
“hands-off” message to the Soviets. 

In his welcome address on Junejo’s 
arrival and during subsequent talks, 
Reagan reiterated the security relation- 
ship, though the visit’s emphasis was 
more on recognition of “return of con- 
stitutional government to Pakistan" 
than on military matters. 

Junejo and US officials somewhat 
resolved two other outstanding issues 

ing their talks. Pakistan agreed pri- 

sly to expand humanitarian assist- 
ance to war-affected Afghan refugees, 
including programmes inside Afghanis- 
tan. Pakistan remains sensitive to public 
suggestions of being a conduit for cross- 
border aid — even if purely humanita- 
rian — and the Americans are believed 
to have agreed to play down the cross- 
border factor in public utterances. 

The US Congress has appropriated 
US$15 million in humanitarian assist- 
ance, ostensibly for Afghans living in 
mujahideen-controlled territory. Con- 
servative opinion leaders in the US have 
criticised Junejo for “dragging his feet" 
on humanitarian assistance. 

On narcotics control, Junejo prom- 
ised to examine defoliation of poppy 
fields in North-West Frontier Province 
and to strengthen law enforcement 
against traffickers. US State Depart- 
ment sources said they also expected 
“positive moves” in the direction of ex- 
*"^Jition of Pakistani drug traffickers 

nted in the US who have escaped 
punishment in Pakistan due to their eco- 
nomic or political influence. 

Junejo’s biggest gain from the trip 
was winning recognition for the post- 
martial-law political changes in the 
country. “I came here to tell our Ameri- 
can friends about our gains for demo- 
cracy," he told the REVIEW, adding: “I 
am pleased with the strong support I 
found for Pakistan's peaceful transition 
to democracy." 

Democratic Congressman Stephen 
Solarz repeated his support for Bhutto's 
call for mid-term polls in a signed article 
in The New York Times on the eve of the 
Junejo visit, but other congressional 
leaders failed to join in the demand. 
Administration spokesmen repeatedly 
used phrases including "restoration of 
constitutional government," and *orderly 
and peaceful return to democratic rule" 
to describe the domestic developments 
in Pakistan during their briefings. D 
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Open-door Japan 


New bluebook vies to set the tone of policy 


By Bruce Roscoe in Tokyo 


T2 Japanese Foreign Ministry, in its | 


production of the 1986 Diplomatic 
Bluebook, appears to be competing 
with other government agencies and 
private political advisory councils to es- 
tablish guidelines for the nation's 
foreign policy. The vagueness of the 
latest bluebook, presented to the 
cabinet on 15 July, and its continued re- 
liance on such tired terms as “inter- 
nationalisation" to give expression to 
most foreign-policy goals, suggests that 
the ministry may be losing more influ- 
ence in charting Japan's course in the in- 
ternational arena. 

There are now at least three sources 
of reference for Japanese foreign po- 
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Foreign Ministry: losing clout? 





licy: An Outlook for Japan's Industrial 
Society Towards the 21st Century, com- 
missioned by the Ministry of Interna- 
tional Trade and Industry (Miti); The 
Report of the Advisory Group on Eco- 
nomic Structural Adjustment for Inter- 
national Harmony, commonly called 
the Maekawa Report and produced by 
an advisory council of Prime Minister 
Yasuhiro Nakasone, and now the 
bluebook. 

Miti's effort takes the broad view 
that Japan can harmonise its relations 
with most of the world only by restruc- 
turing its economy and balancing trade 
relationships. This report appeared in 
February and was followed in April by 
the Maekawa Report, which adopts, 
though more forcefully, similar themes. 
Both reports define foreign-policy ob- 
jectives more precisely than the latest 
bluebook. ii 






The bluebook does contain some 
pointers to the type of policy pro- 
nouncement, if not implementation, 
likely to be made in the near future. 


Subtitled “Contributing Actively to the 


International Community and Promot- 
ing Further Internationalisation,” it 
summarises the tasks of Japan’s foreign 
policy as working “towards a Japan 
more open to the world,” and “con- 


tributing to world peace and stability 


and to the sound development of the 


world economy.” ihe 
A new theme of “learning from his- - 


tory and its lessons" is to accompany po- 


licy towards the Asia-Pacific region, - 
and underlines the perceived sensitivity | 


of Asean countries towards the 
emergence of a politically stronger 
Japan in a regional sense. Pacific re- 
gional cooperation is to be advanced at 
the private-sector level, which also indi- 


cates Japan's heightened awareness of — 


the danger inherent in assuming a larger 
role in regional politics. 


ormer foreign minister Shintaro Abe 
says in his preface to the bluebook 


= | 






that “Japan needs what may be called | 


the second opening of the country.” 


This is stated to mean that the next "in- | - 


ternationalisation” should occur within - 


Japan to make the country more 
“broad-minded and tolerant.” But this 
would not in any way be detrimental to 
“features that characterise Japanese so- 
ciety and culture.” Among examples 


cited is the trend of local government - 
bodies to take a stronger interest in in- — 


ternational affairs. 


Because of the Liberal Democratic 


Party’s (LDP) record victory in the re- 
cent elections of both houses of parlia- 
ment, it may now be more difficult than 
ever for the Foreign Ministry to take the 


lead in determining foreign policy, at — 


least the type of policies which get im- — 
plemented. There are signs of a power © 


struggle emerging between the Finance | 


Ministry and the LDP — two other . 


centres of policy formulation — over 


policy matters such as tax, and in the 
area of external relations, too, the 


LDP seems more prepared to initiate - 


policy, rather than merely process 
policies formulated by the bureaucracy. 


Traditionally, the Foreign Ministry |. 


has been considerably weaker than 
Miti, particularly in economic areas be- 
cause it has no "constituency" within 
Japan, serving mostly as a window for 
foreign-government liaison, whereas 
Miti represents the entire spectrum of 


Japanese industry. Rivalry between the © 
two ministries recently has manifested. 
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i sia is Wre to more than half of mankind. Every day, 
vents | are happening here that not only shape the re- 
ion's future but affect the entire world. The Asia 1986 
2arbook does more than cover these events — it com- 
jiles, analyses and interprets them. No businessman 
n afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
or yourself whether any other single medium puts the 
exitum social and political realities of Asia at your 


"more comprehensive than ever r before. Melting 
rapid pace of Asian development, it goes into great- 
etail, with greater insight — a book which everyone 
10 needs to know about Asia must have on the book- 


olvement in Asia — but you will find familiar chapters 
owe features as well: a Ain of The Region, The 


the al s news stories. 
s in the past, the Asia 1986 Yearbook has an abun- 


dance of charts, tables and graphics to illustrate the 
terial, including a full military profile of each regional 


hé main body of the book contains chapters on 31 
ountries, ranging from Afghanistan to Japan, from 
ina. to New Zealand. 


didry-by-Country Analysis 

ch country i is discussed with up-to-date reviews of its 
ics and Social Affairs, Foreign Relations, Economy 

d Infrastructure, complete with. a map and lists of 

ading public officials. The Asia 1986 Yearbook gives 

ou localised, first-hand information on everything from 





love a historic year in South Asia, and analysing US . 


M * 


t potential and population trends to foreign aid in^ 
vem ent and social and cultural landmarks. Each 


country chapter has a Databox giving essential vital 


statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 
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How We Did It 
Published by. the Far Eastern Economic Review, the 
Asia 1986 Yearbook i is the result of thousands of man- 


‘hours of work during the year. Every week, the Review's 


correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as ony the Far East- 


em Economic Review can. 
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g ways, such as 
Miti’s almost *certainly deliberate 
scheduling of briefings for the foreign 
press on the same day and time as 
briefings arranged by the Foreign 
Ministry. 

Before the bluebook was produced, 
the ministry firmly denied that the ear- 
lier Maekawa Report represented gov- 
ernment policy, though  Nakasone 
strove to present it as such. While mem- 
bers of former Bank of Japan governor 
Haruo Maekawa's group were visiting 
European Community countries and 
the US to explain the report, the minis- 
try spokesman told the foreign press 
corps: "It [the report] is not Japanese 
Government policy. But my govern- 
ment is determined to make every possi- 
ble effort in translating the recommen- 
dations into actual policy." 

The Foreign Ministry in two specific 
policy areas now seems in a weaker po- 
sition than it was a year ago. It appears 
to be losing ground to the Finance 

inistry in decision-making on the 

lume of Overseas Development As- 
sistance (ODA) Japan will disburse in 
the year beginning 1 April 1987. Fi- 
nance Ministry officials announced on 9 
July that growth in ODA disbursement 
for fiscal 1987 would be less than that in 
1986, even though consultations on the 
matter were still in progress with the 
Foreign Ministry, which wants larger 
disbursements. 

The second example is *economic 
cooperation.” While the bluebook 
Stresses, for example, the need for 
Japan to support Asean “efforts for sta- 
bility and development,” and the high 
yen is pushing more of Japan’s invest- 
ment and other economic activities 
overseas, they are going mainly to the 
US and Western Europe, and more re- 
cently also to Taiwan and South Korea. 

And while the bluebook says Japan 
has made a major effort to keep the yen 
high in an effort to limit its current- 

count surplus, the Finance Ministry 

esses capital exports, notably in the 
1orm Of portfolio investment in deve- 
loped countries. 

The bluebook notes that Japan’s 
share of world exports grew from 1.6% 
in 1953 to 8.9% in 1984 (imports over 
the same period grew from 2.9% to 
6.7%) and warns that the 1985 current- 
account surplus of around US$50 billion 
and the resultant economic "friction," if 
allowed to continue, would create 
"grave complications for Japan's inter- 
national relations." 

What the bluebook fails to analyse, 
however, are the probable effects on 
foreign policy in the coming year of a 
trade surplus with the US that may ex- 
ceed US$70 billion. Relations with the 
US are confirmed as being the cor- 
nerstone of Japan’s foreign policy but 
they would seem destined to make up 
most of the house as well if that single 
economic anomaly is not somehow cor- 
rected. 
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:d-door China 


Foreign correspondent is detained, expelled 


By Robert Delfs in Peking 


he bureau chief of The New York 

Times in Peking, John Burns, was 
expelled from China on 23 July after 
being detained for six days while secu- 
rity authorities investigated whether he 
was involved in intelligence activities 
during a recent motorcycle trip in north- 
west China. The brief announcement of 
his expulsion made no mention of es- 
pionage or intelligence gathering. 

Burns and his family were halted by 
security personnel at Peking airport on 
17 July, as they were about to depart for 
Hongkong for vacation. Burns was in- 
terrogated and videotaped for 15 hours 
at the airport in the presence of his wife, 
Jane Scott-Long. Later Burns and his 
wife were taken back to their flat which 
was searched and Burns was driven to a 
detention facility in Peking by his wife 
early in the morning of 18 
July. 

British and US embassy 
officials met the reporter, a 
British-Canadian citizen, 
on 21 July and said that i. 
Burns was in good spirits. B 
Lynn Noah, counsellor for | Wy 
press and cultural affairs at 
the US Embassy said that 
the US Government had ex- 
pressed extreme concern 
about the case to appro- 
priate Chinese authorities. 

Burns was also visited by 
his wife and The New Yor. 
Times executive editor Abe 
Rosenthal and foreign 
editor Warren Hoge, who 
arrived in China on 20 July. 

Burns set off from 
Taiyuan in China’s north- 
west Shanxi province in late 
June on a motorcycle, and 
planned to travel through 
Shaanxi province. His next destination 
was Deng Xiaoping’s birthplace in Si- 
chuan Province near Chongqing. Burns’ 
aim was to be the first foreign journalist 
independently to follow part of the 
route taken by the American journalist 
Edgar Snow in the 1940s, which was de- 
scribed in his book Red Star over China. 
Burns’ companions were Edward Mc- 
Nally, a lawyer on leave from the US 
Justice Department to teach law at Pe- 
king University on a fellowship, and 
Zhang Daxing, a Chinese who recently 
returned from study at Middlebury Col- 
lege in the US. 

Travelling by motorcycle and side- 
car, they were stopped by local Pub- 


d £ 


Burns 


lic Security bureau personnel short of 


the Sichuan border on 4 July, appa- 
rently in an area normally forbidden to 
foreigners without special permission. 
They were detained for.several days in a 





: accused. 





local hotel while the local security offi- 
cials liaised with Peking, and Burns' 
camera film was confiscated with an oral 
assurance that it would be returned. 
The three were then requested to write 
statements of self-criticism and allowed 
to return to Peking. 

Burns contacted the Foreign Minis- 
try on the day before his planned depar- 
ture asking about the return of the film 
from the trip, and informed them of his 
plans to leave China on vacation. 

It is likely that the detention and in- 
terrogation at the airport was planned in 
advance by security authorities. The 


question at this point is why an appa- 


rently minor violation of travel controls 
for foreigners has been made into a seri- 
ous incident, the first detention and ex- 


pulsion of a foreign reporter in China | 


since the Der Spiegel cor- 
respondent Tiziano Terzani 
was expelled in 1984 for al- 


gle antiques out of China 
and defacing a portrait of 
chairman Mao. 

There is no known 
reason for animus on the 
part of the Chinese au- 
thorities against Burns, who 


jective and extremely com- 
petent reporter. Indepen- 
dent tourists have been 
known to enter restricted 
areas in China in the past 
without serious conse- 
quences. “If the Chinese 
wished to communicate the 
idea that reporters will not 
be allowed to travel in 
China as freely as backpac- 
kers, they have more than 
accomplished their aim," 
one Peking-based correspondent said. 

The case may reflect rivalry or differ- 


ences between the Ministry of Public 


Security, essentially the state police 
force, and the Ministry of State Secu- 
rity, established in 1983 along lines of 
the Soviet Union's KGB with the speci- 
fic mission of investigating foreign intel- 
ligence operations against China, a 
function formerly exercised by the Pub- 
lic Security organs. 

The detention officer present during 
his meetings with embassy officials, his 
wife and The New York Times editors 
was referred to as “Gen. Zhang" of SSM, 
according to Rosenthal, who added that 
Zhang told him the investigation con- 
cerned the *possibility of intelligence 
gathering." Other sources have indi- 


cated that Burns’ case was under the | 
joint investigation by the two security | 


agencies. 


legedly attempting to smug- | 


is widely regarded as an ob- | 
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By Manik de Silva in Colombo 


hree years after the bloody racial 
riots of July 1983, more than a glim- 
mer of hope for a settlement of Sri 
Lanka’s ethnic troubles has emerged, 
with President Junius Jayewardene 
pushing hard to negotiate an agreement 
to devolve some power to the country’s 
indu Tamil minority that would also 
acceptable to the predominantly 
uddhist Sinhalese majority. 
Jayewardene, backed by many 
major political parties, has signalled his 
determination to devise a workable for- 
mula. And India, whose support is es- 
sential for any peace plan, has made 
some discreet approving noises. But 
Jayewardene still has to contend with 
his major opponent, former prime 
minister Sirimavo Bandaranaike's Sri 
Lanka Freedom Party (SLFP), which 
has declared war on the proposals and 
the armed Tamil guerillas who the SLFP 
ys have to be brought into line. 

“In his first public speech since he 
began direct negotiations with the 
amil United Liberation Front 
TULF), the major political party of the 
amils — many of whose leaders have 
been living in exile in the south Indian 
y of Madras since 1983 — Jayewar- 
dene indicated that he does not intend 
placing the package of proposals he is 
putting together before the country at 
an election or referendum as Ban- 
daranaike has demanded. 

. While conducting his bilateral talks 
with the TULF, the president is running 
a political-parties conference — which 
the SLFP and one of its small social- 

















































which lie expects to achieve what con- 
sensus he can on the deal now in the 


- "The problem has to be solved, not 
yy being frightened or giving in to war 
or violence," Jayewardene said on 20 
July at a Buddhist temple ceremony at 
Ratnapura, a gem-mining and plant- 
ation district southeast of Colombo. “It 
has to be resolved by granting rights 
where necessary to enable every citizen 
to live without difficulty in an undivided 
Lanka." 

In a 10-page letter to J idi 
Bandaranaike spelled. out her party's 
objections to the government's propo- 
sals which she said had been unani- 
mously rejected by the SLFP's execu- 
tive and central committees. “In view of 
‘the serious impact the proposed system 
of power devolution] would have on 
he country for generations to come, I 
„would insist that you seek a mandate 
om the people before you go ahead 
with these vee But I must stress 





Government devolution proposals may bring peace with Tamils _ 


that the SLFP has been, and is, always 
for a political solution: not at any cost, 


however," 
said. 

The thrust of Bandaranaike's argu- 
ment is that the proposals to devolve 
some of the central government's pow- 
ers to elected councils in the country's 
nine. provinces had been. devised at a 
time of “deep uncertainty. and weak- 
ness,” with the government helpless in 


the former prime minister 


the face of Tamil separatist. terror- 
ism in the Tamil-dominated north and - 
east, 

She argues that the government, 
which she says has demonstrated its 





“utter inability" to contain the terrorism 
which has spilled out of the Tamil areas, 
cannot claim to represent public opin- 
ion. And in any event she says, even if 
the government's proposals were im- 
plemented, there is no guarantee that 
Tamil civil disobedience and: terrorism 
will end. 


B andaranaike has cd fears 
that the exercise is one of setting up 
a federal structure of government under 
a constitution meant for a unitary state. 
The provincial councils. are modelled 
on the Indian system, with.each having 


the same apparatus as a state in the In- 


dian union including a governor, a chief 
minister, a. board of ministers and a 
legislature. She foresees the danger of 
“an unending struggle for the greater 


accumulation of: power by one or more - 


of the provinces" and the possibility ofa 





ed by all parties to the 
continuing discussions that the devolu- 
tion plan will be expensive. But as one 
senior minister told the REVIEW, there is 
no way out. Finance Minister Ronnie de 
Mel, who is fighting to keep the economy 
afloat in the face of hugely escalating 
defence expenditures due to the war in 
the north and the east, and plummeting 
tea revenues, argues peace is vital to the 
country’s very survival. “All those who 
obstruct peace will go down in history as 
traitors to this country,” he said. 

De Mel has already had talks with 
the TULF on funding the provincial 
councils and said the implementation of 
the proposals will mean significant 
budgetary cuts on allocations to several 
ministries because additional funds will 
have to be found to pay for the councils 
and their activities. Secretaries of minis- 
tries have been told to prepare provin- 
cial-level draft estimates for work tl 
had previously handled at the natio 
level. In many areas, economies of scale 
will be lost. | 

TULF leader Appapillat Amir- 

thalingam, though not claiming a man- 
date to speak for the armed separatist 
groups, has cautiously expressed confi- 
dence that the “militants” will not stand 
in the way of a reasonable settlement. 
Admitting that “there may not be 100% 
support in this matter,” he said he be- 
lieves “the vast majority will fall in 
line.” 
The TULF leader, who has been 
given access to state-owned radio and 
TV to express his party's views and has 
been extensively interviewed by the Co- 
lombo press, said no finality on a peace 
package has been reached, but he is 
hopeful that a deal could be wrapped up 
ina fortnight. 

Reports from Madras said that Tamil 
guerilla leaders are willing to come to 


Colombo for talks, and two leaders ^* 
leftwing parties, 


opposed to 
Jayewardene government but backing it 
strongly on its peace effort, have had di- 
rect. talks with the rebel leaders in 
Madras. 

Jayewardene has maintained his po- 
sition that a linking of the Northern and 
Eastern provinces into a single unit of 


devolution, as demanded by the Tamils, 


will not be possible and that the demand 
is non-negotiable. Amirthalingam has 
indicated that a compromise could be 


the detachment of some Tamil-speaking 


areas in the Eastern Province — whose 
population comprises Sinhalese, Tamils 
and Muslims — and their attachment to 
predominantly Tamil Northern Pro- 
vince. Eastern province Muslims, who 
are Tamil-speaking, have made clear 
that they do not want to be dominated 
by Jaffna, the northern capital, in any 
devolution arrangement, and it remains 
to be seen i whether a workable arrange- 
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If you fly First, don't 
drive Second. Audi. 


People who want something spe- 
cial in the way of performance, 
luxury and comfort do not have to 
go without when it comes to cars. 
Audi produces extravagant alter- 
natives, made in Germany. Saloon 
cars designed along particularly 
exclusive lines. Cars which com- 
bine high-tech performance with 
understatement and which offer 
all the little touches of luxury which 
luxury up-market cars should 
have. And Audi has plenty to of- 
fer when it comes to performance 
as well. Take its modern five-cyl- 
inder turbo engine, for example. 
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one of the world's fastest saloon, 
cars. Come and see for yourself. 


HONG KONG: Aberdeen, Jebsen 
Motors, Tel.: 5-275278: 
MALAYSIA: Petaling Jaya, Auto 
Dunia Sdn. Bhd., Tel.: 577677: 
SINGAPORE: Singapore, Cham- 
pion Motors, Tel.: 4733211 - 
Brunei Darussalam, Champion 
Motors, Tel.: 23452 - 

TAIWAN: Taipei, Universal Motor 
Traders Ltd., Tel.: (02) 7173559 - 


The art of engineering. 
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| Raj vand Sc nja at the funeral pyre; the prime minister with President Zail Singh in mid-1 986: a new style. | 








Rajiv Gandhi keeps India on its modernisation path 


Master in his own right 


By Salamat Ali in New Delhi 





ike any new master of the house, Prime Minister Rajiv But more than outsiders, it is his domestic examiners who 
Gandhi has shown unmistakable signs of aversion to | are now engaging Gandhi's attention, and none to a greater 
being measured constantly against the previous incum- | extent than in the party apparatus he has inherited. Some of 


bent, his mother, Indira, following whose assassination in his bitterer critics within the ruling Congress party now assert 
late 1984 he floated to unprecedented electoral victory onthe | that the *I" in Congress-I no longer stands for Indira — the 


tears of a mourning nation. suffix the party uses officially to distinguish itself from other 
Gandhi has refused to be held to ransom by those quoting | Congress factions that followed the 1969 party split. 
Indira precedents. His style generally has been to chart a The "I," they say, now stands for Italian — a snide 


fresh course without straying too far from the advantages and reference to unsubstantiated but widely discussed charges 
achievements he inherited. Thus, while the general structure that Gandhi's Italian wife, Sonja, has taken over covert- 
of the house remains intact, its contents are undergoing a de- ly her late mother-in-law's central role in party affairs, 
finite change. With constant probing of the prime ministers | over which she might preside formally in the not-too- 
mpetence as a leader in his own right, his honeymoon with | distant future. Such talk is despite Gandhi's categorical 
e Indian polity has been over since early this year. statement that his wife has no role or ambitions either in the 
Aware of the highly personalised style of government in administration or in the party. 
vogue in New Delhi and possibly desirous of The detractors have come up with 
taking full advantage of Gandhi's inexperi- another tongue-in-cheek acronym: AIDS, 
ence, some of those with whom India has to for the Acquired-in-Doon-School pheno- 
deal in its foreign relations attempted two menon —- à reference to the small group of 
approaches — flattering Gandhi's dynastic men who, being Gandhi's classmates from 
ego by praising his mother and his grand- the prestigious Doon School north of New 
father while attempting to steer him in a dif- Delhi, now wield considerable political 
ferent direction by characterising him as a power. The Doon boys are fast elbowing 
leader with an open mind, free of past pre- out the Congress old guard, who at the last 
judices. annual session of the party were contemptu- 
Exponents of both have discovered the ously dubbed power brokers by the prime 
limitations of their approaches, that are minister himself. Now these power brokers 
now dissipating themselves; the basic are the real threat to Gandhi's power base 
planks of Indian foreign policy are un- and are expected to put up a fight, however 
changed. Also unchanged is India's percep- feeble, before giving in to the various tech- 
tion. of its current role and its destiny in nocrats surrounding Gandhi. 
world affairs. Consequently, unchanged The opposition parties, while increasing- 
too is India's view of its security imperatives ly strident after recovering from their ig- 
— and for that reason the old security re- nominous electoral defeat, are not nearly as 
lationship with the Soviets. For the same | threatening to the administration's hold. 
reason, see-saw ties with India's immediate ne Unity eludes these parties as much today as 
neighbours also have not altered. at their break-up — that brought down the 
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The late Indira Gandhi. 
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government of the Janata conglomerate in 1979 and paved 
the way for the Congress party's return to power under Mrs 


x 


_| Gandhi's leadership. Each of these parties fancies itself 


. equipped with the (elusive) potential to be an independent 
. alternative to Congress-I. 


Any immediate threat to the stability of Gandhi's admin- 


_ istration arises from dissidence within the ruling party. 
= Hence the occasional references to the less-than-warm rela- 


tions between the prime minister and President Zail Singh, 


. who under the constitution has the power to decide if a gov- 


ernment has lost the confidence of parliament and if the pre- 


sident should invite another politician to form a government. 


However, before embarking upon such a drastic and un- 
precedented course, most Congress MPs would have to 
evaluate any new leader's chances of matching the magic of 
the names of Nehru and Gandhi in rural India — the ultimate 
arbiter of electoral outcomes. The magic is not diluted by the 
fact that Rajiv Gandhi is the grandson of Jawaharlal Nehru, 
India's first prime minister, and not a linear descendent of 
Mahatma Gandhi, the father of the modern Indian nation. 

The long-term threat stems from a steady erosion of Con- 


= gress’ influence — both in terms of voter support and control 


Over state governments — with the party now confined to the 


ni 
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Hindi heartland, comprising primarily Uttar «Pradesh, 
. Madhya Pradesh, Bihar, Rajasthan, Haryana, Himachal 
_ Pradesh and the Jammu region of Kashmir; and marginally, 
| Orissa, Gujarat and Maharashtra. The rise of regionalism in 
- the rest of India, for the time being at least, seems to have 


broken Congress' hold over the state governments irrevoca- 
bly. Hence political analysts’ prediction that the only alterna- 


tive to Congress rule at the centre would be a coalition of re- 


gional interests that would have to embrace 
| the major dissident elements of the Hindi 
| heartland. 


—] that a good provider can be everyone's darl- 
| ing, Gandhi has pledged to lead India into 


. ed out on the Industrial Revolution, was not 


| a country where even today, people sell 
| themselves into life-long bondage for the 


. in world trade. The policy package he is pre- 


Aware of these factors. and the dictum 


Security 
Diplomacy 


the 21st century as a nation that, having miss- 
going to allow the electronic revolution to Industry 
pass it by. He has promised to bring down 
drastically the number of Indians living be- 
low the poverty line —a significant pledge to 


Banking 


equivalent of US$100, and sometimes for as 
little as a kilo of rice. 

Gandhi proposes to achieve this goal by 
attracting sophisticated technology from 
abroad, allowing private enterprise at home 
greater freedom than it has ever enjoyed be- 
fore and breaking India's relative isolation 


Trade 
Agriculture 
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paring to adopt calls for dismantling controls that cramp th 


local economy and cautiously loosening up foreign-trade and 1 


exchange-control regulations. Under his premiership, the In- 
dian rupee has been allowed to ease against virtually all major 
currencies, making the proposed devaluation being g* 
cumspectly advocated by the World Bank something of gyfof- 
ficial vii dp is of reality. 

These policies have not yet had much noticg#ble impact 
on the social or economic scene, but there arg Plenty of posi- 
tive signs of what the new approach ieve. The World 





Bank, for the first time, has conceded the feasibility of an an- 


nual economic growth rate of 6%, against the average 
3.5-4% registered for decades. Apparently, foreign mer- 
chant banks, too, seem to think the Indian economy may be 
poised for a march forward. One indicator is the current bid 
by Citicorp's investment-banking arm to manage more than 
Rs 10 billion (US$800 million)-worth of major Indian pro- 
jects planned for the next few years. 

Critics of the regime, however, say the new policies are 
based primarily on a high rate of growth in imports, which — 
coupled with the current decline in flows of concessional 
foreign lending and other assistance from abroad, harder 
average terms for external borrowings, uncertain prospects 
for Indian expatriates' remittances and an increasingly harsh 
international trading environment — create the possibility: ° 
a relatively inexperienced administratic 
leading India into a debt trap akin to that or 
some Latin American states. 

These critics argue that the country has 
already reached the limits of reliance on ex- 
ternal borrowings: it may soon be using as 
much as 21% of the value of its exports of 
goods and services to pay off annual debt in- 
stalments. Although final figures are not yet 
available, these critics estimate the 1985-86 
trade deficit at Rs 75 billion; the deficit for 
the first nine months of the fiscal year was 
Rs 62.11 billion, up from Rs 36 billion in the 
same period of the previous fiscal year. 

Supporters of the Gandhi administra- 
tion, however, point out that of late it has 
been facing a rash of troubles stemming 
from India's ethnic, communal, historical, 
social and linguistic diversities. These are 
manifest in the prevailing communal tension in the Hindi 
heartland, afflicted with Hindu militancy and a countervailing 
Muslim assertion of communal rights. 

Sikh terrorists in Punjab are trying to engineer a mass 
exodus of Hindus in pursuit of their secessionist designs. Lir- 
guistic issues are surfacing in the Assam government's effor 
to impose Assamese state-wide and in the Karnataka govern- 
ment's decision to impose Kanadda on linguistic minorities in 
that state. All these tensions have the poten- 
tial to turn violent, as underlined recently by 
clashes between supporters of the Marathi 
and Konkani languages in Goa. 

The votaries of India's new policy ap- 
proach further argue that all the problems of 
political management together are not nearly 
as serious as that of the people's bread and 
butter. They challenge their opponents to 
present an alternative set of economic 
policies, one which lends meaning to India's 
place in the world as a vast market and the 
home ofthe third-largest reservoir oftrained 
scientific and technological manpower. 

These supporters say Gandhi’s new 
policies already have made India — along 
with Japan and China — one of the three 
most significant Asian countries, with the 
potential for not only making this position ir- 
reversible but even for moving one notch up 
into the second position by the turn of the 
century. L1 | 
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^ECURITY 


The full range of 
vulnerabilities — 
and a response 


n its report to parliament in April, the Indian Defence 

Ministry noted that most recent military crises emanated 

from the Third World, which, because of its inherent eco- 
nomic, political and ethno-sociological weaknesses, is liable 
to external manipulation and subversion. The ministry went 
on to warn that external forces could interact with internal 
dissent in India to exacerbate the country's security prob- 
lems. 

Given India's ethnic, linguistic, geographical and social 
diversities, the warning was not a false alarm. In fact, the 
range of vulnerabilities is so great that India could have long 
ago fallen apart, but for the strong military force at its com- 

and, the democratic institutions that through ac- 

mmodation help ease the strain and, above all, the 
undeniably strong nationalistic urge of a dominant 
portion of the Indian population. 

Almost ever since its independence, India has 
been struggling to retain Kashmir in the north; be- 
cause of three wars and fears of Pakistan exploiting 
any major political upheaval there, India maintains a 
strong military presence in the state, which is divided 
between itself and Pakistan. 

India defused mounting linguistic tensions more 
than 20 years ago by reorganising states of the union 
on linguistic lines and later agreeing to defer the 
imposition. of Hindi as the national language on 
the southern states. The linguistic issue, however, 
is far from dead — as is currently underscored by 
Maharashtra's claim to Belgaum, which is claimed 
to be a Marathi-speaking district in Karnataka, 
or the recent clash between Konkani speakers and 
Marathi speakers in Goa or Punjab and Haryana's 
rival claims on each other's territories on a linguistic 
basis. 

Furthermore, socio-economic tensions often sur- 
face as demands for carving out new states. The 
highly underdeveloped tribal people living in con- 
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tiguous areas of Bihar, Madhya Pradesh and 
Orissa believe their interests would be best 
served through the creation of a Jharkand state, 
which would be predominantly tribal. 

In the north, Nar Bahadur Bhandari, the non- 
Congress chief minister of Sikkim state — 
wedged between Nepal, China and Bhutan — 
has served a year's notice on New Delhi to accept 
three demands: include Nepali among India's of- 
ficial languages; give proper representation in 
the state legislature to Nepali speakers, who 
make up 70% of the state's population, and settle 
the issue of stateless people who are also Nepali 
speakers and have been living in Sikkim for gen- 
erations. Next door, in the hilly tea-growing dis- 
trict of Darjeeling in West Bengal, Nepali speak- 
ers are preponderant and are demanding that à 
Gurkhaland be created for them out of West 
Bengal. 

[n some cases, demands for territorial identity 
quickly turn secessionist. In Punjab, continuing 
terrorism is centred less now on recognition of 





| Sikh religious/economic interests and more on carving à 


Khalistan — Sikh homeland — out of India. West Bengal 
Chief Minister Jyoti Basu said in May that the Gurkhaland 
demand was separatist and though he would support greater 
autonomy for hill areas of the state and also endorse the de- 
mand for Nepali language, he would fight any move to sepa- 
rate these areas from West Bengal. He accused New Delhi of 
giving tacit support to the Gurkhaland demand merely to em- 
barrass his government. 

In April, a 15-member delegation of the Plains Tribal 
Council of Assam met Prime Minister Rajiv Gandhi to seek a 
homeland for the plains tribesmen of Assam, one of the 
states ruled by parties other than Congress. The delegation 
told him their problem was not economic but one of preserv- 
ing their ethnic identity and their home areas. They claimed 
late prime minister Indira Gandhi had expressed her “ap- 
preciation" for the *philosophical concept" of Udayachal — 
the new state they seek. Gandhi told the delegation he would 
like to discuss the matter further but would prefer a smaller 
group to meet him later. 

Further east the demands are for outright separation; the 
northeastern states are home to both active and dormant in- 
surgencies of the National Socialist Council of Nagaland, the 
Mizo National Liberation Front, the Tripura National Vol- 
unteers and others. Some of these insurgents link up with 


FINANCIAL TIMES 





i "A E: 









i 


TUE 


uL 
1 
t T 
b. 
Ww. 


Y 


INDIA 86 


Burmese rebels such as the Kachin Independent Army and 
the Shan United Army. The Naga insurgents find sanctuary 
across Burma’s northern border with India in areas on the 
route to Yunnan in southern China. * 

The tribal insurgency of northeast India stems from a 
variety of social, political and economic issues, both current 
and historical. The British had a plan to keep the tribal areas 
on the Indo-Burmese frontier out of the Indian Union but 
this did not work because of lack of response from the tribal 
leadership of the time. During the transfer of power, Sir 
Reginald Coupland, a constitutional expert, had suggested 
the formation of a British trust territory comprising what are 
now Nagaland and Arunachal Pradesh in India and upper 
Burma. Now, some of the tribal people advocate the creation 
of a country, Nammat — a united states of Assam, Nagaland, 
.Manipur, Mizoram and Tripura in India and the Chittagong 
Hill Tracts in Bangladesh. 

The idea was articulated in its most concrete form about a 
year ago when a regional political party in Manipur, the 
Kangleipak National Union (KNU), demanded a federal 
state with its own parliament, 15 autonomous units and a cap- 
ital at Imphal, Manipur. The KNU declared that this state 
should comprise Kangleipak (Manipur), Tripura, Mizoram, 
Meghalaya, Nagaland, Arunachal Pradesh and Assam in 
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India, the Chittagong Hill Tracts, Kachin state, Akiab, AN 
kan state and Kabo valley in Burma and the southernmos 
hills of China. 7 

Against the backdrop of this demand and growing solidar- 
ity among 'tribal peoples of the northeast, some Indij 
analysts suspect that the idea is to create a corridor statgybe- 
tween China and India; that such a state would be ient 
state of China or the US, and that it would bringhina right 
into the Indian Ocean, subjecting Indian nay interests to 
pressures either from China or the both. 


-— 







ndian naval strategists cannot be áccused of not thinking 
i big. They already have a judicious mix of surface, sub- 

marine and aerial platforms for a four-pronged role — 
coastal and offshore-islands defence, aerial maritime re- 
connaissance and attack, submarine warfare and blue-water 
patrol and control capability. In April, the three services 
carried out an exercise in amphibious landings by night, com- 
plete with infantry and armour and support by the Indian Air 
Force. This was to test the forces’ capability for war away 
from the Indian coast. 

The navy has successfully argued its case. India has a long 
coastline; the country is almost totally dependent on maritime 
trade and the seas around it are of growing commercial im- 
portance. Indian Ocean sea lanes are increasingly patroll 
by the navies of the two superpowers and India feels mo 





to the days of strained relations with 
all its neighbours, India played a cauti- 
ous role during general elections in . 
Bangladesh and Nepal. Notwithstand- — 
ing charges of blatant rigging of the 
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ndia has considerable experience in 
balancing enlightened self-interest 


— with its familiar role as a strong advo- 
. cate of morality in international rela- 
— | . tions. But its recent strong support of 

A Libya against the US, coupled with the 
» more recent increase in its involve- 
. ment with African states and the issue 


of global nuclear disarmament, may 


— tax India’s best diplomats’ skills in pre- 
. serving this fine balance in coming 


months. : 
Recently, the US has been caution- 


ze ing India against ignoring American 
. views both on Libya and on African 


states’ demands for economic sanc- 


. tions against South Africa. New Delhi 
— «annot bait Washington too much, for 
. . US goodwill is crucial to India's efforts 
. to forge closer economic links with the 
-~ market-economy bloc. It is important 
.. also to the general conduct of India's 
.. forei 

tional planks — Pakistan, China and 


policy, with its three tradi- 


non-alignment. 
Although the US has not given un- 


! divided attention to Indian protests 
. over Washington's supply of weapons 
to Islamabad, it has always assured  ' 
that it is not unmindful of India'slegiti- . 
mate security concerns. In this con- 
text, some measure of understanding © 


on the US' part becomes important to 


' . India in the current phase of Indo- 


Pakistani relations. These have 


E crashed from the high ground of the 
_ South Asian Association for Regional 
ed opum summit in November 
= 1985. E | | 


Following the summit, New Delhi 
and Islamabad agreed to discuss out- 
standing bilateral political issues and 
closer economic cooperation. The 
process halted early this year following 
India’s charge of Pakistani involve- 
ment with Sikh terrorism and the quiet 
decision in New Delhi to wait and see 
what would emerge from an impend- 
ing conflict in Pakistan between politi- 
cal parties and the “civilianised”’ mili- 
tary regime. 

But not to be seen to be returning 





Tamil gueri a, Sri Lanka: New Delhi is cautious. 


polls by the military regime in Dhaka, © 
India worked quietly behind the . 
scenes to ensure the preservation of | 
Bangladesh’s internal stability. Simi- 
larly, Prime Minister Rajiv Gandhi 
sent one of his ministers secretly to 
Kathmandu on the eve of the Nepal 
elections to assure Nepal that 
Nepalese dissidents sheltering in India - 
would not be allowed to cross the bor- 
der to disrupt the polls. | 
In the case of Sri Lanka, too, India — 
has been extremely careful despite its 
charge that Colombo was going back 
on its pledge of settling ethnic prob- 
lems politically and not militarily. New 
Delhi fears that if frightened, Colom- , 
bo might either lease its strategic Trin- 
comalee harbour to the US or turn to 
the UN Security Council for support. 
In either case, this would lead to inten- 
sification of superpower rivalry in the 
Indian Ocean, the neutrality of which - 
is one of the cardinal principles of 
India's foreign policy. | 
India's critics see its Indian Ocean 
*pacification" proposal as an effort to 
turn the ocean into an Indian lake, for 
India has an incomparably bigger navy 
than that of any other Indian Ocean 


** littoral nation. Drawing attention to 
X the massive resources going to the 
! armed forces of India, these critics. 


argue that India is militarising its 


foreign policy — which is indicated 


further by its alleged effort to forge a 
coalition between domestic politics, 
the military and the industrial sector. 

| — Salamat Ali 
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| fnd more vulnefable, 10, from superpower bases all along 
e the littoral. These arguments, apart from other considera- 

tions, have won the Indian Navy a second aircraft carrier: the 
purchase of a third is under consideration. The Indians have 
t'Nir eyes on the British navy's HMS Ark Royal. 

ac Indian Army, on the other hand, has drawn attention 
to the COmuinuing modernisation of China's People's Libera- 
tion Army *d the purchase of sophisticated US weapons by 
Pakistan. It Ne argued that any rapprochement between 
China and the Soviet Union would release forces to augment 
the existing Chinese troop deployments in Tibet. The Indian 
Army is currently undergoing a restructuring to increase 
combat mobility, raise the accuracy of its firepower and in- 
vest it with so-called C3I — command, control, communica- 
tions and intelligence capabilities. 

With a strength of some 1 million men, the army repre- 
sents formidable support for India's security. However, cur- 
rent efforts stress disengaging it as quickly as possible from its 
internal-security role. Gandhi assured the army early this 
year he would raise the strength of the paramilitary forces 
and upgrade their equipment to relieve the army of such 
chores. 

After vears of negotiation, New Delhi signed at the 
end of May an agreement with Laldenga, the Mizo Na- 

ynal Liberation Front (MNLF) chief who returned from 

‘ile in West Germany. The agreement promises state- 
hood for Mizoram 
under the Indian con- 
stitution; an interim 
coalition cabinet of 
Congress and MNLF 
headed by Laldenga 
as chief minister; the 
supremacy of Mizo 
customary law over 
Indian civil and cri- 
minal law — includ- 
ing any future acts of 
the Indian Parlia- 
ment — Mizoram’s 
border trade with 
Bangladesh and 
Burma; preservation 
of regulations re- 
stricting entry of out- 
siders to Mizoram; 
compensation to 
Mizos affected in 
anti-insurgency oper- 
ations, and creation 
of Mizoram's own 
high court and uni- 


—— 3 


versity, 
In return, the 
MNLF agreed to give 


, MOMANRAM! up separatism, ar- 
range surrender of its 
fighters along with their weapons and equipment and not to 
support the Tribal National Volunteers of Tripura, the Peo- 
ple's Liberation Army of Manipur or any other insurgent 
grocp, 

The agreement with the Mizos is under some strain be- 
cause of current tension between MNLF and New Delhi- 
backed elements in Mizoram as well as the anti-agreement 
stand of the rightwing of the Indian opposition, which is un- 
happy about the special constitutional status New Delhi has 
pledged to the MNLF. 

But both New Delhi and the various violent separatist 
movements in the northeast are keenly watching its im- 
plementation, for it could serve as a model for the whole of 
the tribal area. However, most analysts agree that even if the 
agreement is a complete success eventually, it may be some 
time before other secessionists are persuaded to negotiate 





similar deals. — Salamat Ali 
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INFRASTRUCTURE |. 


Relentless search 
for that vital 
energy boost 


By Mohan Ram in Wew Delhi 


ndia's 1985-90 seventh plan, based on a 15-year perspec- | 
| tive, aims at creating conditions for self-sustaining econo- — 

mic growth by the year 2000. To achieve its target of 5% 
annual average growth, however, the ambitious Rs 1.8 tril- 
lion (US$144 billion) plan has to ensure that shortages of . 
power, coal and transport do not arise. 

The plan’s emphasis, therefore, is on expansion and im- 
proved efficiency of infrastructure — a priority reflected in 
the allocation of 31% of the total plan outlay for the energy 
sector. Stepped-up generation of power, accelerated exploi- 
tation of coal reserves and intensified exploration for oil are 
among the elements of the energy strategy. 

Power shortages have been a persistent constraint on in- 
dustrial and agricultural production, though the supply/de- - 
mand gap has narrowed from 16.195 in fiscal 1979-80 to 6.796 
in 1984-85, the terminal year of the sixth plan. The gap re- 
mains despite an addition of 14,226 mW installed capacity | 
during the sixth plan — for a 50% increase over the 28,448 - 
mW capacity in 1980. 

Continuing shortages were mainly due to slippages in ca- 
pacity addition and the non-completion of transmission lines. 
In addition, attempts to improve the plan loan factor (PLF) 
were not particularly successful. The sixth plan closed with a 
PLF of 50.1%, far below the 1976-77 level of 55.9% but 
higher than the 44.7% in 1979-80. 

The seventh plan projects additional installed capacity of 
22,245 mW (thermal, 15,999 mW; hydroelectric, 5,541 mW, - 
and nuclear, 705 mW) over the 1984-85 capacity of 42,490 - 
mW (thermal, 27,082 mW; hydroelectric, 14,313 mW and - 


nuclear, 1,095 mW). Performance of the thermal plants is to IE. 
be improved through the use of better-quality coal, reduced | 
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The generation requirement in 1990 is estimated at | 
295 trillion watt-hours, but even if this target is realised, | 
the system will not be able to meet peak demand; there- "S 
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| fore, coordinated demand management is regarded as vital. 
Coal output has always exceeded demand. Consumption 
^ at the end of the sixth plan was 139.23 million tonnes, against 
a target of 155.70 million tonnes, while actual production was 





is also to be improved. Lignite output, meanwhile, row 
from 3.15 million tonnes in 1979-80 to 7.8 million tonnes in 
1984-85 and is expected to go up to 15.2 million tonnes by ° 
1989-90. 

Domestic output of crude oil rose steadily from 10.5 
lion tonnes at the beginning of the sixth plan to 29 myfion 


- | 147.44 million tonnes against a targeted 152 million tonnes. tonnes in 1984-85, while imports declined correspgelingly 
" A production target of 226 million tonnes is envisaged forthe | from 16.2 million tonnes to 7.2 million tonnes. sumption 
a final year of the seventh plan, against estimated demand of | of petroleum products grew 5.3% during the th plan and is 


237 million tonnes, the idea being to meet the gap by utilising 

| pit-head stocks and with some imports of coking coal. 
: This increase calls for an annual growth rate of 8.9% dur- 
| ing the seventh plan, compared with 7.2% recorded during 
- | the sixth. This is to be achieved through greater emphasis on 
| open-cast mining using heavy machinery, because of the vir- 
tual stagnation in the underground mines. The quality of coal 






der THE BUDGET 





| E his first year as finance minister, 
| | EY. P. Singh seemed to achieve sup- 
EE ply-side alchemy: bold cuts in tax rates 
| | and import duties resulted in a drama- 
| tic 23% rise in tax revenue in 1985-86. 
— | But, with more than 700 million 
— | mouths to feed, the demand side of the 
economy must continue to dominate 
| New Delhi's policymaking, and no one 
= |  — least of all Singh — believes India 
— | .eanridea Laffer curve for long. __ 
= | The boost in tax receipts owed 
| largely to stepped-up enforcement, 
| - while the rise in customs-duty collec- 
— | tions came on the back of an import 
= | boom. Neither circumstance seems 
| . likely to recur as spectacularly as in the 
first year of the Rajivite economic re- 
| . forms. 
| So few observers were greatly sur- 
prised when Singh's sober-sided sec- 
ond budget distributed considerably 
less largesse to the business communi- 
.. ty. With a 17% rise in 
| . expenditure, to Rs 686 
= | billion (US$54.9 bil- 
— | Hon), or 26% of gross 
. [| national product, the 
| government even 
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Income taxes 








à found it necessary fO ||customs and excise through off-budget 
b. introduce Rs 8 billion- | eres and eines. financing, higher by 
g .. worth of new taxes. Foreign borrowings one-third than the 
E - Sia rs 1986-87 | Sal caving provide pem ho cd dern 
m nons c AN 9 s - 3 : : mal 

| budget carried on the the previous five-vear 
" tax-rationalising initia- “Development plan, causing bond. 
E tives begun in the pre- | (socia and community services dealers to fret about 
4 vious year: streamlin- | Infrastructure | the crowding-out ef- 
t E n capital-gains and | [other development loans fects of tax-spared gov- 
— | gift taxes, phasing out | Recurring ernment paper on pri- 





ciation rate and 

E. supplanting invest- 
E ment allowances with 
a government deposit 
scheme. Altogether, 
corporate- and in- 
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now contribute 16% and 


expected to show an increase of 6,44 wf» the seventh, to 
reach some 53 million tonnes in 1989-90. 

This advance is to be achieved through increased onshore 
production, both from existing and new wells. Offshore-oil 
output has reached a plateau, because there has been nonew 
commercially exploitable discovery since the Bombay High 
find in 1974. Exploration; both offshore and onshore, is to be 


Er i 
E TRE AUR " . 
CES 


come-tax receipts are 
budgeted to rise by only 
3.7% compared with the 
previous year. 

In contrast to this mod- 
est increase in direct re- 
ceipts, revenue from indi- 
rect taxation — customs 
and excise — is budgeted 
to rise by 10.5%. This 
further worsens the imbal- 
ance between direct and 
indirect taxation, which 


84%, respectively, of tax 
revenues. In principle, the 
government favours direct 
taxation as a more pro- 
gressive way of raising re- 
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Singh and his budget: less largesse. 

















Ai INCOMINGS, 
ES OUTGOINGS 
(Budget, 1986-87, Rs billion) 


Advances/aid to states 
TOTAL REVENUE/EXPENDITURE 


*Imprecise total due to rounding. 
i Source: Min 


E: [ene the “excess profits" | Defence 87 
"" ERES € Interest payments ; 87| 
; corporate surtax, ac Other services 53 
: 3 celerating the depre- Grants and loans to states 41 


Revenue sharing with states [ 82] 


venue. However, New Delhi is intro- 
ducing this year a revenue-neutral, mo- 
dified value-added tax scheme, design- 


ed to provide a finer-tuned instrument 


of fiscal control over in- 
dustrial development. 

Public enterprises 
will be called upon to 
foot nearly 40% of 
their own expenses 





vate capifal markets. 
But mounting deficits 
leave New Delhi with 
little choice but to 
jettison as much 
budgetary expenditure 
as possible. 

Not that there is 
much flexibility left 


istry of Finance. 


in the allocation of government re- 
sources. Nearly one-third of the total 
goes to the states, including Rs 8 bil- 
lion in revenue sharing and another 
Rs 16 billion-worth of grants and 
loans. 

Defence accounts for about 13% of 
central-government spencing, almost 
the same proportion as interest pay- 
ments on government debt. Subsidies 
on such items as food, fertilisers, 
cloth, railways and promoted exports 
eat up about Rs 48 billion. " 

Expenditure is divided roughly 
evenly between development and non- 
development headings. Only a little 
over half of this expenditure can be 
covered by government revenues, 
mostly from indirect taxation. Depo- 
sits in government banks and through 
various savings schemes will account 
for another Rs 80 billion or so. And 
net foreign borrowings will amount to 
nearly Rs 30 billion. After adding in 
about Rs 93 billion-worth of d ed 
coveries and other receipts, New 
Delhi is left with a Rs 37 billion gap to 
be covered by the Reserve Bank 
through money creation. 

— Lincoln Kaye 
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| Bomba y High platform: steady growth. — 


stepped up. Refinery capacity, too, is to be expanded from 
45.55 million tonnes at the end of the sixth plan to 54.05 mil- 
lion tonnes. 

On the other hand, natural gas, both free and associated, 

ill emerge as an important source of energy, with output in- 
‘easing from 7. 2 billion m? (19.7 million m a day) in 1984-85 
to 14.9 billion m? (40.8 million m? a day) in 1989-90. 

India's railways are the country's single largest undertak- 
ing: the route length of the network exceeds 61,600 km. The 
railways handled originating freight traffic of 264.4 million 
tonnes in 1984-85 and the demand for such traffic has been 
fixed at around 340 million tonnes for 1989-90. A substantial 
increase is expected in the movement of coal. Further traffic 
is also expected to be generated by steel plants, cement, 
foodgrains and petroleum products. Rail-transport capacity 
has from time to time lagged behind the needs of the econ- 
omy, mainly because of inadequate investment — transport 
capacity has now reached a plateau and additional output will 
be possible only on the basis of large investments to increase 
capacity and improve productivity. A dovetailed programme 
of replacement of aged assets and modernisation and 
technological upgrading, development of rapid-handling ter- 
minals and improved maintenance is contemplated during 
the seventh plan. 

Capacity of India's major ports is to be increased from 33 
million tonnes in 1984-85 to 161.4 million tonnes, against an 
anticipated traffic of 147 million tonnes in 1989-90, with addi- 
tions geared mainly towards handling petroleum, fertiliser 
^nd container traffic. Port infrastructure is to be improved to 

atch the type and size of vessels and volume and type of cargo. 
rort facilities are to be modernised, too, through upgraded 
technology, mainly in the area of container handling. o 


JAGDISH AGARWAL 


Lonarala hydroelectric turbines: power prerogative. 
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INDUSTRY 


, Big is still bad; 


| the bad can 
; still get big 


By Lincoln Kaye in Bombay 


he young Bombay industrialist feels misunderstood: 
I “Outsiders think of us as nothing but a Third World 
basket case, a calamity-ridden agrarian nation that's 
40% under the poverty line and 60% illiterate. What they 
forget is, in a population like ours, that still leaves nearly 200 
million Indians who are well-heeled and well-schooled — 
more than enough people to keep a world-class industrial 
power humming.” 

Said the industrialist: “We can make anything the US 
could produce in the 1950s or 1960s. Not bad, for an ex-col- 
ony with just one generation of post-independence history. 
This is the world’s 10th-biggest national product, in terms of 
sheer value of output.” 

In per capita terms, though, India’s GNP remains one of 
the world's lowest. This stark fact has kept New Delhi's eco- 
nomic planners largely preoccupied with problems of income 
distribution, often at the expense of income generation. 
Backward regions, castes and tribes get priority access to 
government investment, foreign aid and bank credit. So do 
the rural sector and small-scale industry. 

Big business is kept in check by a welter of protec- 
tionist and anti-monopoly regulations. Legions of notori- 
ously balky bureaucrats dole out licences, import permits, 
industrial credit and foreign exchange. Chronic shortages 
require rationing of crucial infrastructural inputs such as 
electricity, rail transport, water and telecommunications 
lines. 

Only the massive state enterprises in sectors ranging from 
paper to steel enjoy a relatively free hand. Key infrastruc- 
tural sectors have been designated as their exclusive preserve 
and they enjoy privileged access to inputs. Nevertheless, 
they still incur massive losses: of 207 state enterprises, 97 are 
in the red. 

Despite this deadweight, Indian industrial output chalk- 
ed up a heady 7% annual increase, on average, over the 
course of the first three decades of independence. This 
impressive growth rate owes partly to the modest starting 
point against which it is measured, as well as the acknow- 
ledged acumen of India's economic planners: Then, too, 
India's import-substituting trade strategy assured its fledgel- 
ing industries guaranteed markets behind protectionist bar- 
riers. 

But by the sixth five-year plan in the early 1980s, import 
substitution had run its course and the economy had grown to 
the point that its earlier pace was getting hard to maintain. 
The increase in industrial output fell well short of the plan's 
7% annual target, slowing to 5.5% a year, on average, from 
1980-85. 

Besides the economy’s built-in rigidities, industry 
faced flagging domestic demand. As D. N. Patodia, the 
outgoing president of the Federation of Indian Chambers 
of Commerce and Industry (FICCI) summed it up at the 
organisation's general meeting in March: “Our experience 
shows that when industry crosses the 6% growth threshold, 
it is confronted with the problem of marketing [and is] 
forced to pile up inventories." Traditionally, exports 
have not offered much relief from this demand constraint, 
since import substitution has kept prices high, quality 





39 





INDIA 86 


shoddy, foreign exchange scarce 
and overseas market access limit- 
ed. 

To regain industrial momentum 
— and, not incidentally, to court 
middle-class voters — the Congress 
party governments of the 1980s 
started to rethink the anti-business 
bias of past policy. The late prime 
minister Indira Gandhi began the 
process upon her return to power 
after her brief post-Emergency sea- 
son in the wilderness. Her reforms 
included rationalisation of some 
administered input prices, raising 
of the exemption threshold for in- 
vestment licences and upgrading 
rated plant capacities for more effi- 
cient units. 

Prime Minister Rajiv Gandhi 
accelerated the liberalisation pro- 
cess by: 

» Exempting 25 broad industrial 
categories from licensing require- 
ments altogether and streamlining procedures for those that 
still need permits. 

> Allowing 28 industrial groups to “broadband,” or horizon- 
tally integrate, their product mix. 

» Easing the pressure on industry to “ancillarise,” or farm 
out portions of the production process to small-scale (and 
often inefficient) subcontractors. 

> Quintupling (to Rs 1 billion [US$80 million]) the asset 
threshold for companies to come under anti-monopoly sanc- 
tions. 

» Further upgrading capacity ratings. In a dramatic reversal 
of previous policy, some 65 industries were set minimum, 
rather than maximum, plant-capacity ratings to enforce pro- 
duction on an economic scale. 

Cautious reforms in the tax, foreign-investment, trade 
and banking policies have also indirectly spurred industrial 
expansion and modernisation. 

Statistically, at least, liberalisation already seems to be 
showing results. Industrial growth for fiscal 1985-86 (ended 
in June) stood at 6.3%, with key sectors such as motor vehi- 
cles and cement showing increases well into double digits. 
Even the labour-intensive catch-all category of small-scale 
industry recorded a 12% jump in output alongside a 7% gain 
in manpower. The overall industrial growth rate would 
have been higher had it not been for slowdowns in the coal 
mines, which had to run down excessive stocks accumulated 
in the previous year, and in drought-hit hydroelectric power 
plants. 


— 
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out modernisation. 





Announcing these figures, the 
Industry Ministry concluded its bul- 
letin with the observation that the 
latest spate of reforms had resulte? 
in an investment climate of “buoy 
ancy and confidence." But the op- 
timism of many industrialists, in 
private conversation, is guarded, at 
best. For one thing, intractable 
infrastructural bottlenecks con- 
tinue to bedevil industrial produc- 
tion. The ministry highlights sev- 
eral key industries — including ce- 
ment, paper, plastics, fertiliser, 
tyres and non-ferrous metals. — 
likely to fall below their seventh- 
plan targets owing to shortages 
of fuel, power, transport or. raw 
materials. 

Labour unrest also remains a 
nagging problem. Current FICCI 
president R. P. Goenka estimates 
that strikes and lockouts cost India 
more than Rs 13 billion in lost pro- 
duction over the past three years. Unions try to block auto- 
mation. Where they cannot prevent factory upgrading, they 
force industrialists to maintain redundant staff or shell out 
severence settlements virtually as high as the cumulative for- 
gone pay cheques. 

The result, according to S. V. Shah, deputy managing di- 
rector of the government-backed Industrial Credit and In- 
vestment Corp. of India, is that “companies must modernise 
without enjoying the benefits of modernisation." Financial 
and depreciation costs go up without any concomitant fall in 
payroll expenses. 

On the other hand, money-losing businesses are. kept 
alive for years on government-mandated transfusions of 
bank credit in order to preserve the jobs they generate. 
Failed operations such as Tata Industries’ Empress Textile 
Mill in Maharashtra may even be taken over by the state 
rather than let its workers go. 

Another drain on business morale has been the series of 
highly publicised lightning tax raids on some of the country's 
best-known industrialists in recent months. New Delhi re- 
formers like Finance Minister V. P. Singh insist that a neces- 
sary corollary of liberalised tax codes must be stricter en- 
forcement to overcome India's ingrained culture of tax eva- 
sion and to harness the resources currently diverted into the 
parallel, or black economy. 

Industrialists counter-charge that they are being singled 
out for public humiliation in a bid by the politicians to pander 
to populist anti-business sentiment. “After all, these [the raid 


31 JULY 1986 e FAR EASTERN ECONOMIC REVIEW 


A » ^ 
d 










pets] arc 









nt F m- et EY tel 
UE eS 1 a S p 
















pets] aren't small-timers,” grumbled an executive with a- 
jor industriale house, "They're household names like 
'Orkay or Kirloskar. And they're getting busted just for con- 
ducting business as usual. V. P. Singh must be either naive or 
nical if he expects an overnight change in such an en- 
t'ached business culture.” 

amake matters worse, at this crucial phase in business- 
governtegt relations, the industrial community seems un- 
able to pres&gt a united front. FICCI has broken into bicker- 
ing factions oW the issue of allegedly padded membership 
rolls. Observers St the split mirrors regional rivalries 


among major business groups. 











Political rivalries may also influence commercial fortunes, 
as when there is a falling-out among the various business 
groups’ patrons in the Congress party leadership. Such a 
motivation is ascribed to recent regulatory moves against the 
Reliance Igdustries group, whose patriarch, Dhirubhai Am- 
bani, was seen as a protégé of one-time Congress power- 
broker Pranab Mukherjee. “There’s a lot of talk about a ‘new 
partnership’ between government and business,” said one 
Bombay executive, “but in the end, it might all come down to 
just more of the same old cronyism.” RI 





MOTOR INDUSTRY 


Whither the vroom boom? 


By Mohan Kumar and Lincoln Kaye 


Nohns has typified India’s post- 
independence industrial order 
2 than the quaint old period cars 
that have continued to roll off the 
country's assembly lines without any 
perceptible model change for the past 
20-odd years. And nothing has typified 
the excitement and the frustration of 


Prime Minister Rajiv Gandhi's recent tended price. Nevertheless, from the export 30% of their output. "I 
reforms more than the saga of the first, demand far outstripped supply: Maruti, however, seems to be curi- | 
Maruti car and the half-baked “rev- even though Maruti exceeded its first- ously exempt from all these impedi- |- 
olütion" in Indian motoring. year production target of 20,000 units ments. Its indigenisation targets were — 


The gas-guzzling dinosaurs of the 
Indian roadway seemed headed for ex- 
tinction with the announcement of 
liberalised licensing rules during the 
newly elected prime minister's honey- 
moon period in 1985. 

Instead of being confined to rigidly 
prescribed product lines, all car and 
truck makers would now be allowed to 
diversify into any segment of the four- 
wheeled vehicle market they chose. 
Foreign collaborators were lined up 
and Indian motorists began to fan- 
tasise about local clones of the luxury 
Honda Accord, the sporty 
Nissan Sunny, the Isuzu Ge- 
mini, the Austin Rover or 
thé fuel-conserving Citroen 
2CV. Industrial giants such as 
the Tatas, the Escorts group 
and Standard of Madras 
geared up for head-on com- 
phage in what had long 

een the protected preserve 
of two companies, Hindustan 
Motors and the Walchand 
group. 
First off the mark, though, 
was a newcomer to the indus- 
try, Maruti Udyog, with a 
line of fuel-efficient 800-cc 
vans and passenger cars pro- 
duced in collaboration with 
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Japan's Suzuki. Originally | O° EETA 


conceived as a Rs 25,000 
(US$2,000) people's car, the 
Maruti was the brainchild of 
the current prime minister's 
late brother, Sanjay. The 


^ - 
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enterprise was nationalised after San- 
jay’s death, and critics charge that 
Maruti Udyog’s government connec- 
tions have played no small part in al- 
lowing it to steal a march on the com- 
petition. 

Maruti brought out its people’s car 
last year at nearly twice Sanjay’s in- 


by 30%, the waiting list ran to months. 

Production this year is set at 50,000 
units and the list price for the some- 
what improved new model is now Rs 
73,000 for a basic Sedan (vans, Jeeps 
and deluxe models are more expen- 
sive). Yet the queue still runs to hun- 
dreds of thousands of names, and it 
costs a black-market premium of Rs 
20-30,000 to jump to the head of the 
line. By next year, Maruti aims to be 
producing 85,000 cars annually. The 
people’s car has become so coveted a 
status symbol that some Bombay 
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Source: From industry sources. 


their Mercedes to buy Marutis. 


from the private sector remain bogged 
down in bureaucracy. New regulatory 


requirements seem to beinventedfasi- | 


er than the aspiring carmakers can fill 


Ft 
. 


snobs are rumoured to have sold off 


Meanwhile, would-be competitors _ k 


in their applications. First, they were | 


stalled on approval for their foreign- 


exchange expenditures. Then it was a 


question of indigenisation require- 
ments, which have been raised to 45% 
in the first year of production and 60% 


in the second. The latest barrier is a 


new requirement that carmakers must 


set far lower than any of the other car- 


makers’: 20% and 42.5%, respec- 
tively, for the first and second years. 
Even these modest targets proved elu- 


sive — Maruti has fallen more than 
30% short of each indigenisation 


target. The company blames the de- 
lays on the need to re-tool for new 
models (and in almost the same 


breath, proposes to bring out a new — d 1 


model every five years). 


It is not just the would-be new en- 3 , | AM 
trants who are suffering at the handsof | — 


Maruti, however. Old market leaders |. 


Hindustan and Walchand 
have been left far behind. But 


units) in the past year, the 


pacity. 


the market is expected to 


port new car sales. The some- 


what tinny 


yond 30 years’ continuous use. 





Market analysts see the — 
current spurt of car purchases | — 
as no more than a flash-in- | 
the-pan expression of pent- 
up demand. Once it wears — 
oit, 


little Suzuki | 
Maruti might fall by the | 
wayside at that rate; but | - 
India's vintage clunkers com- | 
monly chug along well be- | 


the old dinosaurs may have | 
the last laugh yet: even with 
the 40% spurt in vehicle pro- | 
duction (to about 100,000 


motor industry is still utilising | - 
less than half its approved ca- | 
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require a 30% rate of used- — : ES 
car attrition per year to sup- | | 
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A talent pool that 
promises to resist 


| the brain drain 


By Lincoln Kaye in Bombay 


gnasociety whose poorest villages have seen little material 
i change in 1,000 years, Prime Minister Rajiv Gandhi's 18- 

month-old government proclaims its mission to launch 
India into the 21st century. Much of the promised technol- 
Ogy, at least initially, will arrive in cargo crates. 

These days, New Delhi shows itself more open than ever 
to imports of sophisticated equipment and components. Ap- 
provals for capital-goods imports in the electronics industry, 
for instance, increased more than seven-fold in fiscal 1985- 
86, to more than Rs 4 billion (US$320 million). Foreign car- 
makers such as Japan's Suzuki ship whole factories — as well 
as vehicles — to their Indian partners in kit form. 

Critics charge that such imports condemn India to an 
open-ended future of *screwdriver" technology, assembling 
foreign components rather than developing India's own in- 
dustrial base. Industrialists counter by pointing to explicit in- 
digenisation timetables spelled out in their capital-goods im- 
port applications, but these have often proved rather flexible 


THE PUBLIC SECTOR 


| Trying to find a 
| Way down from 


elusive 'heights' 


By Mohan Ram in New Delhi 


g ndia's public sector has no parallel in the developing non- 
í communist world. It was created out of an ideological 

predilection and largely with Soviet-bloc aid and technol- 
ogy routed through the state. The public sector was meant to 
*command the heights of the economy" and thereby serve as 
an instrument of growth linked to social goals. 

Over the past 35 years, the growth of the public sector has 
been phenomenal. It has established dominance in basic and 
strategic industries and now accounts for the country's entire 
output of petroleum products, lignite, copper and lead; 
95.5% of its coal, and more than 75% of its steel. Its presence 


_ is substantial in areas such as heavy engineering and power- 


generation equipment, machine tools, fertilisers and basic 
and intermediate chemicals. 

Public-sector activity also extends to trading and trans- 
port services, construction, power generation, project ex- 
ports, contract, consultancy and financial services, hotels 
and tourist services. The public sector is also engaged in ship- 
building and aircraft production. Its products include con- 
sumer goods ranging from bread and textiles to bicycles and 


_ pharmaceuticals. In addition, the state directly runs the rail- 


ways, posts and telecommunications. It also owns 90% of the 
banking industry and has a monopoly of the life- and general- 
insurance business. 
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ication, at least for | 
politically well-connected 
manufacturers. 

Industry attention is fo- 
cused on a test case now be- 
fore the Department of 
Electronics, in which a lo- 
cal (private) polysilicon 
maker, claiming he can 
satisfy projected Indian de- 
mand, seeks to bar the use 
under licence of a US pro- 
cess in a proposed state-run 
silicon plant. 

India has no shortage of 
home-grown scientific ta- 
lent. The research insti- 
tutes of Bombay and Ban- 
galore are well-regarded 
internationally; so are the 
technological teaching institutes of Delhi, Madras, Bombay, 
Kanpur and Kharagpur. Indian technical graduates hold 
their own in the top-flight engineering firms of the US and 
Europe. 

Yet despite this brain drain, India still retains the world’s 
third-largest cadre of technical personnel — nearly 2.5 mil 
lion strong — to staff its burgeoning science parks, electrc 
nics estates and other such industry-sponsored research-and- 
development enclaves. The government’s Council for Scien- 
tific and Industrial Research runs 34 research institutes in 
specialised technical disciplines. 

Computerisation is gaining momentum, with microcom- : 
puter manufacturers and software boutiques sprouting up in 
the major cities. The state-owned Electronics Corp. of India 
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lecoms, temple: sophistication - 
and tradition. 








Beginning with five enterprises in 1951, the public sector 
(excluding enterprises run by the state governments) com- 
prised 221 units in 1984-85 and employed a capital of Rs 363.9 
billion (US$29.1 billion), providing direct employment to 
more than 2 million people. 

After losing money continuously from fiscal 1977-78 
to 1980-81, the public sector seems to have turned the 
corner. The proportion of net profits to capital employ- 
ed has risen from 0.8% in 1983-84 to about 2.5% in 1984- 
85, while medium and large private corporations report- 
ed an average of 6%. The sixth plan had assumed an 
overall net return of 8% a year, increasing to 10% in 
1984-85. 

Clearly, the performance of the public sector has been un 
satisfactory in terms of profitability, and as a consequence, s 
has its contribution to development resources. Net internai 
resources generation in the public sector for the sixth plan 
period was Rs 116.52 billion; the projection for the 1985-90 
seventh plan is Rs 315 billion, with a further contribution of 
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iate movements of 
freight system. The next computerisation target will be tick- 
ing for its daily load of 10 million passengers. Indian Air- 
, the domestic carrier, has already computerised its tic- 











smission links between major cities were estab- 
Me ndonet system earlier this vear. 
arted to give way to electronic 
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book-keeping syste dian banks. This potentially vast 
market attracts swar oreign computer vendors. Even 
IBM, which flounce f India after a technology-transfer 






dispute in the 1970s, made a quiet reappearance on the local 
| Scene at a recent computers-in-banking seminar. 

The nuclear-power programme, damned by local critics as 
exorbitantly costly and implicity militaristic, has nonetheless 
produced its first functioning power plants, which now sup- 
ply 476 of India's electricity. The next generation of plants 
will use largely indigenous technology based on locally abun- 
dant thorium fuel to generate a projected 10% of the coun- 
try's electricity by the. year 2000. Indian nuclear scientists 

| 
| 














have also produced a spate of mutated plant strains for agra- 
rian use and radio-isotopes for medical and environmental 
“pplications, | 2 

The growing size and complexity of India’s technical es- 
tablishment has alerted planners to the need for a cadre of 
Science. managers, as. distinct from pure scientists or en- 
gineers. Universities are gearing up, accordingly, to churn 
out such specialists. At the same time, the government has 
announced plans to remove selection of public-enterprise sci- 
ence managers from the purview of the Public Service 
Commission and place it in the hands of technical experts. [I 
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Rs 114.90 billion through additional resource-mobilisation 
| measures. . E 
Following his late 1984 election victory, Prime Minister 
Rajiv Gandhi began deregulating the economy, with a shift 
of emphasis to productivity and modernisation of industry 
rather than expansion of the public sector for the sake of it. 
There was speculation that the government was movin gaway 
from its doctrinaire commitment to the primacy of the public 
sector. But Gandhi declared that the public sector would re- 
main à major tool of development and deficiencies in its per- 
formance would be overcome. 
Nonetheless, a subtle change in the government's private- 
sector philosophy is evident. Ít has begun to rely on the pri- 
vate sector for investment, upgrading of technology and in- 
reasing productivity in industry. A committee headed by 
Arjun Sengupta stated in December 1984 that public enter- 
prises, particularly those not considered strategically impor- 
tant, hardly justified their existence. It sought a case-by-case 
study of such enterprises to ascertain if capital restructuring, 


PUBLIC-SECTOR ENTERPRISES 
(After-tax profit/loss) 
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fter bold, daylight hold-ups at nearly a score of st 
urban bank branches in recent months, Bombay wag 
got around to lampooning the phenomenon. 
toonist Mario Miranda produced a sketch of a glowering b 
dito brandishing a pistol at a teller, who blandly orders him t 
join the lengthy queue, "just like everyone else." 
The gag highlights how hard i 





it can be to get service in] 
dian banks. It is not just the bureaucratic mentality that h 
invaded the sector since it was nationalised in 1969. Hur 
and technical resources have also been spread despera 
thin by the growth of branch banking into previously n 
lected rural enclaves of the country. : 

From 1969-85, India's top 14 banks saw more than a 
fold expansion of their branch networks, to a total of 51,3 
The average population served per bank branch dropped: 
nearly 13,000 people, about a fifth of pre-nationalisati 
levels. Nearly two-thirds of the new branches were in pla 
that had never had a bank office before. 

Commercial banking's new frontiers have been not j 














































usi 


E miaa srt aA A amanan MAMA ameaga ame rimane e heap rem Pt nM ena ii dà 


modernisation or a proper pricing policy could make them: 
able. Where nothing was possible, closure was the remedy 
There is growing awareness that the public sector . 
strayed into;areas where it was not intended to be. In its 
xiety to save- jobs it nationalised unviable textile and ji 
mills and tea gardens because the owners were unprepared: 
support their losses any longer. These units now account 
sizeable chunk of the public sector’s losses. A more select 
policy is evident here now. The government is more r 
laxed about allowing private firms into areas hitherto rn 
served for the public sector. Two years ago, the manufactui 
of telecommunications equipment, a state monopoly fi 
more than a century, was opened to private enterprise. Mor 
recently, the government acceded to the demands of the pr 
vate sector to install power-generation eg uipment to meet a 
acute shortage. a | 
But there is no demand from free ente rprise for privatisa 
tion of any reserved sector or of any particular enterprise 
Private corporations seem satisfied, at least for now, with t 
concessions they have received in the past two budgets 
stimulate investment and production. The private sector i 
already in competition with state-owned units in such are 
as fertiliser and petrochemicals, and it can take over and r 
these units. But it may not be able to come up with the ve 
large investments that are required. A more plausible mod 
might be the so-called joint sector, with equity participati 
by both the government and the private sector, ee 
Meanwhile, the government is actively pursuing prop 
sals to make the public sector accountable and efficient. TI 
includes one for organisational restructuring (through | 
holding company), so that these units have the autonom 
facilitate decentralised decision-making. Another is to seek 
the private sector's expertise by including private ind 
trialists and experts on the boards of public enterprise. A 
contemplated is the induction of private management 
consultancy setvices for these enterprises. And already 
start hàs been made towards a more realistic pricing policy| 
reducing subsidies to public enterprise. — jue a 




























|. considerably bent, if not waived outright, 
| for some of these borrowers. For the 4.3 
| million poorest borrowers, accounting for 
Rs 4.7 billion-worth of credit, interest 
rates have been shaved to as low as 4%, 
_ less than a quarter of the prevailing com- 
mercial rates. Branch managers’ lending 
authority has been beefed up and rural 
branch loan-to-deposit ratios have been 
| set at 60% to ensure that liquidity does not leak from the 


| reach as many “priority” 
| borrowers as 


- geographic, but social too. Government 
| directives reserve 40% of total bank credit 
| for so-called priority sectors, including tri- 
| bal and outcaste peoples, the rural and 
_| urban poor and cottage industries. By last 
- | year, such loans amounted to nearly Rs 

| 210 billion (US$16.8 billion), over 40 


| nationalised. 


rate of almost 50% since 


. even 
| growth rate in deposits 
| with rural bank branches. 
| By 1984, overdue farm 
— loans totalled more than Rs 





rate on rural loans now 
stands at only 54%. 


problem is of the banks’ 


| vancing smaller amounts 
. — and for shorter periods 


times more than when the banks were 


Security and margin requirements are 


pn: 


countryside back to the city. In their zeal to meet their prior- 
ity-sector lending quotas, branches have even resorted to 


_ “joan melas,” or country-fair-style credit giveaways. 

— - Not surprisingly, loan-appraisal and -monitoring stand- 
ards have suffered in the process. Problem assets occupy an 
| increasing proportion of bank balance-sheets. By the start of 
| 1985, nearly Rs 9 billion-worth of credit to small-scale indus- 
| trialists — 

| seventh of the total out- 
| standing to the sector — 
» was on the 
| Overdue agricultural loans 


about one- 


"sick" list. 
have grown at a compound 


the mid-1970, outstripping 
the 41% yearly 


13 billion. The recovery 


Part of the bad-debt 
own making. In an effort to 


possible, 
bankers often wind up ad- 


— than what their custom- 


g -ers realistically need. For the balance of their requirements, 
| small-time borrowers are driven into the arms of loan sharks, 


whose swingeing rates and strongarm methods bring on bank- 


.| ruptcy. 


; | W ithout as much access to the government develop- - 


ment-banking apparatus as the more organised 
sectors of the economy, farmers and small-scale in- 
dustrialists find themselves forced to use short-term commer- 


-| cial-bank loans to finance their long-term capital needs. This 


- funding mismatch can leave them foundering at rollover time. 


How effectively this priority-sector lending has furthered 


| its social goals remains an open question. But bankers agree 
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. that it has mercilessly crimped bank profit margins. Despite 
| the explosive 26-fold growth in deposits (to more than Rs 880 
y i$ 

; | assets yields commercial returns. 


illion) since nationalisation, a shrinking proportion of bank 


New Delhi helps itself to more than half of the banks’ 
funds in the form of enforced government-securities pur- 
chases to satisfy statutory liquidity and cash-reserve require- 



























Shares on offer at Bombay bank: fast tracks. 





| ments. By the time t 
- priority sector quotas 
= with barely 2096 of their assets 
commercially. — - 

The main losers in this credit crunch 
are the medium- and large-scale bug 
nesses that comprise the backbone gin- 
dian industry. Loans to thj-Sector 
amounted to nearly Rs 180 ffion at the 
6 start of this year, just abouyA third of total 
commercial-bank steatites. At the time 
of nationalisation, the share of medium- 
and large-scale industrial borrowers was 
two-thirds. 

This decline in bank credit has left 
medium and large industrialists short of 
working capital just at the time when costs 
of inventories and inputs are rising. By 
curtailing their production, the credit 
crunch further fuels inflation, according to 
N. N. Pai, former chairman of the Indus- 
trial Development Bank of India (IDBI). Companies draw 
readily available long-term financing from government- 
backed development banks like the IDBI, only to find them- 
selves later starved for short-term working capital to follow 
through on their investments. 

The predictable result is crash landings for many erstwhi 
high-flyers: the Reserve Bank of India (RBI) tallies nearly 
100,000 sick industrial units with some Rs 36 billion—worth of 
bank credit — or 14% of 
total loan assets — out- 
standing. Pai takes this as a 
symptom of the urgent 
need for coordination be- 
tween the development 
banks, the commercial 
banks and the govern- 
ment’s macro-economic 
planners to forge a cohe- 
rent strategy for industrial 
growth and finance. é 

Bankers need to culti- 
vate specialised industrial 
expertise to take a more ac- 
tive hand in turnaround 
missions. Planners and 
monetary regulators should 
free the banks to channel 
more credit to industries 
that can boost output t^ 
dampen inflation. 

A step in the right direc- 
tion, Pai feels, is the recent 
rise from Rs 40 million to 
Rs 60 million of the ceiling on the commercial banks’ “fast 
track” in-house authorisation of working-capital loans with- 
out having to seek prior RBI approval. Even better, Pai 
adds, would be outright elimination of the ceiling, as publicly 
mooted by RBI governor N. R. Malhotra. | 

. Ona more fundamental level, the RBI is looking at ways 
to clean up the banking system's asset portfolio to free more 
funds for productive investment. A moratorium has been de- 
clared on the headlong expansion of branch banking. Credit- 
appraisal and loan-recovery techniques are upgraded. If in- 
flation remains bridled near its current 8% level, the central 
bank could consider trimming back deposit and lending 
rates, Malhotra says. | 

Over the course of the current five-year plan; New Delhi 
will pump about Rs 20 billion-worth of capital into the 
nationalised banks. And eventually, the RBI will get around 
to restructuring the commercial-banking system, combining 
nationalised banks for greater efficiency. It remains to be de- 
cided whether these mergers are to be by region, by sectoral 
speciality or by market tier. — Lincoln Kaye 
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THE WORLD HAS A NEW AIRLINE. 
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To Abudhabi, Amsterdam, Bangkok, Bombay, Darwin, 
Denpasar, Frankfurt, Hong Kong, Jakarta, Jeddah, Kota 
Kinabalu, Kuala Lumpur, London, Manila, Melbourne, Paris, 
Penang, Perth, Port Hedland, Rome, Singapore, Sydney, 


Tokyo and Zurich. 
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THE NEW 
GARUDA 
INDONESIA. 


The world has a new airline, 
the new Garuda Indonesia. 

Our bright new look is 
designed to reflect the tropical 
isles and seas of our home. 

And stands proud as a 
symbol of our new spirit. 

A spirit of excellence and 
service in everything we do for 
you. | 

On every flight, in every 
class, worldwide. 

Services like our innovative 
new executive class, that seats 
you where other airlines seat 
first class. 

In-flight services and 
hospitality that are as 
unobtrusive and gentle as our 
people. 

And practical services, like 
our unique stopovers and 
holidays to some of the world's 
most exotic and attractive 
places. 

Fly the new Garuda 
Indonesia. To our home or to 
the world. 
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Garuda Indonesia 





















The 
| Executive 
M. 2n Floor. 


WE PUT THE BUSINESS 
TRAVELLER UP WHERE 
HE SHOULD BE. 


| Exclusive accommodation, separate 
express check-in, concierge and personal butler, 

a private lounge serving complimentary 

continental breakfast and cocktails. 

At Hilton International we take 

the business traveller up to a new level. 

The Executive Floor. 

It's all part of the service. 


Bangkok 
Brisbane“ 

Hong Kong 

Kuala Lumpur 
Osaka * 

Petaling Jaya 
Sydney 

Tokyo 

*Opening late 1986 

+ Opening Sep 10, 1956 


For reservations, call your 
travel agent, any Hilton 
International hotel or 
Hilton Reservation 
Service. Ask for our 
Executive Floors. 
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There's justtoo 





much at stake 


he gleaming white curvilinear skyscraper of the Bom- 

bay Stock Exchange (BSE) may stand out às à monad- 

nock of modernity amid the low-rise Vietorian clutter 
of the downtown financial district, 

But for most of the 5,503 semi-hereditary dalals, or brok- 
ers, of Bombay’s share bazaar, the style of doing business has 
changed little from what their g grandfathers knew 100 vears 
ago. The language is still Gujarati, the dress is still the cotton 
dhoti and fortunes still devolve largely upon links with other 
dalals and with insidérs in the 
major business houses. 

The only crucial difference is 

1e magnitudes involved. By mid- 

scade, market capitalisation on 
Indian stockmarkets stood at 
nearly five times the 1980 level: it 
had more than doubled from 
1984-85. The engines of this ex- 
pansion have been massive equity 
issues for both new and already 
listed. counters, plus indiscrimi- 
nately giddy appreciation of al- 
most any stock on the market. 

Optimism i is fuelled by the en- 
hanced Rajivite business climate 
and the more evenhanded tax 
treatment investors can expect on 
their stockmarket earnings. New 
Delhi's financial mandarins, for 
their part, are happy enough to 
encourage the equity boom as an 
adjunct source of finance for their 
ambitious industrial-revitalisation 

lans. But with nearly Rs 300 bil- 
hon b s billion) in market 
capitalisation already on the line, 
“he stakes have become too high 

w the government to continue al- 
towing the dalals to run the mar- 
ket as a private club. 

What makes this all the more 
alarming is the relatively small 
proportion of actively traded 
scrip. The bulk of the stock re- ke Saline CE 
mains inert, either in the share banks of the listed companies” 
own principals or in the portfolios of government-run institu- 
tions like the development banks, insurance companies, pro- 
vident funds and unit trusts. 

Turnover typically runs to just Rs 100 -200 million a day. 
nearly ohe-third of which is concentrated in the top 100 blue 
chips. With so scraggly a tail wagging such a fat dog, it would 
not take much financial leverage tor canny dalals to move the 
market. 

To guard against this, the government named à commit- 
tee of 12 top-drawer financial bureaucrats to hammer out 
ways of restructuring the loose self-regulation that now gov- 


ern India’s 14 independent stock exchanges. Among the - 
recommendations released last month in the committee s 


three-volume report: 
» All 14 exchanges to be limited- liability companies under 
government-appointed chairmen. 
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ably cooler response than before. It remains an open c 


inated plannin g and development by acentra 
» securities industry. | 
ages to be restructured as limited-liability par 
change members whose personal liability wou 




























































members” trading volumes and margin requ 
7 eir financial resources. | 
“Sam educational standards plus special training 
qui * hts for new members. 
» Stipamlining of listing procedures. 
» Cdmpulsory equity listing for debenture issuers abi 
30 milion and fo or consistently profit-making com 
worth Rs 10 million or more. 4 
» More active trading by government institutions. 
» Biannualor quarterly financial statements for listed c 
panies. 
» Setting up an inter-exchange data-communications 
work. 
» Opening trading floors at least five hours a day. 
» Bonus issues at companies" discretion rather than on 
in three years, às currently : 
fied. 
» Shor tening the holding pe 
for capital-gains-tax exemptio 
from three years to one. 
The report visualised a 
coherent and professional natk 
wide market for shares, ultim 
with trading floors in all towns 
more than half a million peo 
Such a market should be capat 
of mobilising fully half of I 
long-term capital needs, the c 
mittee added. 
But critics, citing the so 
occas of the commerci 
anking system, wondered w 
ther too much government 
volvement might not thro 
rather than enhance, 
stockmarket as an indu 
financing mechanism. A co 
tee source countered that 
panels recommendations foc 
on operational aspects of ` 
stock exchanges and leave th 
allocative function alone. 
The BSE essayed a pre-e 
tive reaction by announcing 
would sell seats at Rs 1 milli 
apiece to 30 new members, its fi 
in 43 years. And BSE presidi 
Ramdas Lalubhai Dalal calle 
press conference to reiterate tl 
RE the share bazaar had functio 
quite nicely — thank you — for the past century without stal 
intervention. : 
Nervous market watchers, though, keep looking for th 
current boom to. collapse. Market indices peaked just be 
the. finance minister's budget speech in February. Aft 
brief setback in reaction to the stingier-than-hoped 
budget, the markets regained most of their lost ground an 
have coasted ever since. Even a surprise government rt 
on the non-convertibility of some market- darl ing debei 
(SHROFF, REVIEW, 3 July) failed to lastinglv denar 
yestors. RU 
^A Butnew issues over the past quarter have drawn cons 
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tion how. marketwide confidence will fare when sor 
newly listed counters of the previous boom year go bel 
“And we've got a couple of those cases in the pipelii 
senior stockmarket official confirms. — Li 





à ortnm m uade Hirt Aq Nt t 















he better you. 
t the more 










n the eve of his departure as World Bank president, 
A. W. (Tom) Clausen reiterated how impressed he 
P was with New Delhi's financial policymakers, whose 
sumen he rated No. | in the developing world. This was no 
incidence: India's prudent economic management bears 
e stamp of more than 30 years of World Bank tutelage as 
ne of the earliest and biggest borrowers. | 
` But lately, the bank has adopted a discomfiting way of ex- 
ressing its appreciation by lending an increasing proportion 
its own funds to India at market-linked rates. This year, 
dia will receive only US$600 million from the bank's soft- 
an window, 10% off last year and less than half what it got 
t five years ago. At the same time, the bank is urging New 
Delhi to turn to costly commercial credit markets for a great- 
share of its foreign funding. a 
. India has come of age, in the view of the World Bankers. 
hey mean to hold Prime Minister Rajiv Gandhi's govern- 
ient to its declared intentions of liberalising and rationalis- 
g the economy. Concessionary funding, the aid brokers be- 
ve, is more urgently needed by the debt-strapped crisis 
es of Latin America or Africa, or by the multilateral agen- 

























newest flames, like China. : E Ux 
Indian officials find the bank'slending policy perverse, re- 
rding spendthrift states and penalising prudent fiscal man- 
gement. Finance Minister V. P. Singh, prior to the annual 
eeting of India's 13-member consortium of donor nations, 
tered an 11th-hour plea for more lenient financing. With 
erseas funding costs rising so steeply, Singh wondered how 
* country could afford the stepped-up level of capital- 
oods imports needed to upgrade industrial efficiency, pro- 
uce more competitive exports and close the trade gap. 

. But Singh had placed the cart before the horse, some aid- 














































opose efficient projects with a 
igh enough rate of return to 
justify pricier borrowings. In- 
dian officials bristle at the infer- 
ce that their project manage- 
nent. has ever been deficient, 
ven in times of drought and 
ood shortages, project loans 
ave never been diverted to con- 
mption. World Bank-aided 
rojects have mostly been ad- 
ninistered by New Delhi, rather 
han the states, which has kept 
'orruption to a minimum. 
The World Bank's supply- 
ide nostrums, however, aim not 
o much at the project level as 
at fundamental macro-economic 
eform. As Clausen stressed in 
farewell interview with the 
1es of India: “The weight of 
yur experience shows that a pro- 
ct will deliver a bigger payload 
the policy framework in the 
ntry is more conducive to the 
eation of wealth and has fewer: 
disincentives to growth and if 





nor representatives suggest: the onus is on New Delhi to- 


World Bank HQ: pressure fromthe top. 


sripti@n of a cold-turkey 

».for India's soft-loan 
New Delhi chose to forgo 
the last (SDRs 1.1 million, or 
US$1.3 billion) tranche of an 
alloted SDRs 5 billion facil- 
ity rather than submit to 
further IMF  hortations. 
Even. so, repayment of the 
earlier IMF tranches and 
other maturing obligations 
is likely to push Indias 
debt«service ratio from the 
current level of 15% of ex- 
port earnings to the 20% 
mark by the end of the 
decade. The ratio runs even higher — about 25% — if the 
country's rupee-denominated trade. is discounted, since 
this brings in no foreign exchange with which to repay 
debt. ! E 

Nonetheless, India has no intention of compromising i** 
social priorities at the behest of Western aid donors, assert 
Finance Secretary S. Venkatiramanan on his return from thc 
June consortium meeting in Paris. And New Delhi might not 
have too much trouble finding other pushers to feed the con- 
cessionary credit addiction. TEL. 

While some bilateral donors, such as the US and Britain, 
have scaled back their contributions for political reasons, 
others, like Japan and West Germany, have stepped up their 
programmes in hopes of a trade entrée. And terms for bilat- 
eral assistance are getting softer, on the whole. Ven- 
katiramanan reported, with an increasing proportion given 
as grant money rather than “tied” credits for import of goods 
from the donor country. India has served notice on donors 
that it might not be able to spend all of the tied assistance of- 
fered. i 

Overall, the consortium's level of assistance showed a 
nominal increase of 1696, to US$4.5 billion, in the fiscal year 
just ended (in June). Adjusted for inflation, though, the in- 
crease was only half that. And the depreciating dollar makes 
the incremental aid look even scantier in terms of purchasing 
power, when translated into the currencies of some of India's 
stronger trading partners. 

Aside from the traditional 
aid-club members, however. 
New Delhi has other strings 
its bow. Negotiations are afou. 
with the Asian Development 
Bank (ADB) for India to shift 
from net donor to borrower 
status. Although the ADB's 
US$300-400 million (at market- 
linked rates) falls far short 
of the US$2 billion sought, 
it still provides a. welcome 
source of longer-term financ- 
ing ; l 


Clausen: impressed. 
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Then, too, rupee-denomi- 
nated assistance from Eastern 
bloc countries is on-the rise. 
Although this counter-trade- 
driven species of aid brings 
in no foreign exchange and 
does relatively little to up- 
grade technology, it helps keep 
the country's industrial ap- 
paratus creaking along. An 
Indian Merchants’ Chamber 
delegation recently returned 
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change requirementgthat must be mat 'ough commer- 
‘cial borrowings. Thé'size of this gap is controversial: tomain- 
tain the 5% annual growth target set for the current five-year 
plan, the World Bank estimates India will need to borrow 
US$4.5 million a year overseas; but New Delhi means to 
make do with less than one-third of that amount. Either way, 


‘riends in need, — 
international commercial and merchant bankers stand only | en S In ee | 
too ready to help. = | E 
Much of India's allure to the banking fraternity owes to | > u can et them 
past abstemiousness, a tradition Singh seems bent on main- | | | Ee 
+ 


taining. Throughout dari five-year plan period, New | " » l - 
Delhi approved only US$7 billion in foreign commercial bor- | R ajiv Gandhi's government's hankering for up-to-dat 
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 towings and actually drew down only US$3 billion. Foreign technology has driven India back into the arms 
reserves, though dwindling. still stand comfortably above international capital. Socialist scruples and swai 
US$443 billion. And Indian paper commands some of the | — the indigenous-production movement — notwithstanc 
finest terms seen anywhere in the Third World. | ing. New Delhi these days shows itself more open than eve 
For instance, under the Industrial Development Bank of | to investment by multinational corporations and Non-Res 
India's revolving-underwriting facility, US$30 million-worth | dent Indians, or NRIs. | o 
of notes was going at par in March at interest rates midway The impetus is purely pecuniary. The corporate secto 
between the London interbank bid and offer rates. In Mav, will have to front up about Rs 540 billion (US$43.2 billior 
the Industrial Credit and Investment Corp. of India managed | in the course of the current five-year plan, by official est 


to tap the Eurocurrency markets for another US$30 million mates, if the targeted production increase of 10% a year i 
^n the same terms. 


| to be reached. Companies can generate about Rs 250 

Nor is such premier pricing confined to the government's | lion internally, but that still leaves some Rs 60 billion - 
aevelopment banks — even industrial companies, such as | year to be raised. Last vear, the sector invested about R 
state-backed National Aluminium and Maruti Motors, or | 60 billion, of which more than half came from the develop 
private Tata Iron and Steel, command fine enough terms to | ment banks and the burgeoning equity and securities mar 
sell their borrowing power on the interest-rate and currency- | kets. l ; | 
swap markets. | Multinationals and overseas Indians provided much of th 
The government-run Oil and Natural Gas Corp. broke rest, but the amount still fell far short of the requiremen 


new ground with a US$60 million leasing deal in Japan. And foreign investors will become even more crucial. i 
Other state bodies have broached the Samurai bond market. India's widening trade gap puts a crimp on the foreign ex 
India is considering application for an international bond rat- change available for imported technology. Hence the curren 
ing to help diversify its funding sources. — Lincoln Kaye panoply of tax breaks, subsidies, cheap credit, import an 
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2 deductible monthly salary comes ou 
o Rs 8,500 (US$680) per employe 
d companies can write off no mo 

n Rs 50,000 a year for entertain- 
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Indo/foreign joint ventures. 
It all adds upto a balmier foreign-investment chate tha 
at any time since the 1970s, when the governmentfpassed i 
investment-limiting Foreign Exchange Regulation Æ 
(FERA) and sent packing such multinational giants as gta- 
Cola and IBM. | i 
- Investors have been quick to respond to the incfntive 
packages, with foreign collaborations more than trBbling 
over the past seven years. But it is not just fiscal gimrgickry 
that attracts them. India looks good on fundamentals, too: 
ecess to potentially vast markets, very competitive wage 
ates at all levels of skill, attractive real-estate costs, the 
orld's third-largest pool of technical and managerial talent 
and relatively wide- : 
pread conversancy 








with English. Eod 

^ The  infrastruc- aie 

ture, legaland bank- | pomicileot — | m 
ing systems, while istoc 

prone toglitchesand | Lcd 
delays, are at least || us | ws 
well established. Taman ^ ^] 107 | 
Moves are under | W Germany | 114 — 
way to rapidly re- | ~~ i PEE 
medy their most | EW 00 | — 
laring deficiencies. | (France — | 838 
Politics may be tur- | | Other Western? || 3s — ] 
bulent, especially in | Eastbloc | 20 
some of the out-of- gu m 

the-way localities mo E 

where the govern- Too NIRE 


rent seeks to pro- 
mote investment. | 
But New Delhi has | | Value (Rs billion) 
shown itself through | zc February. 
uccessive crises to 
be virtually putsch- | 
proof, and funda- -wm 


x 
e 
I 
t 
EN 
e 
e 
= 
a 
B 
-— 
e 


B 


il miles from In- 


lement since 1798, and speci 
tish during World woul 


a. | i de | 249 - record of 
eign-exchange concessions and infrastructural support for f 










‘Inch Western Europe, Latin America, Canada, Australia and offshore banking havens. 
Note: Numbers may overlap, as some collaborations include both technical and financial aspects. l i 
Source: Associated Chambers of Commerce, India. @ 


less. yy 
Some problemrareas remain, howeWer, that still deter po- 
tential investors. For one thing, FERA’s ceiling of 40% 
foreign equity still stands for run-of-the-mill joint ventures. 
In practical terms, though, most multinationals do not find 
this limitation too onerous. Articles of association can be 
drafted to give the foreign partner a reassuring measure of 
control. And with as little as 26% of the shares, the foreign 
partner can prevent the articles from being amended. Widely 
dispersed and habitually passive Indian shareholders are usu- 
ally content enough to leave a company's affairs in the hands 
of a sound management, in any case. | 
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Moreover, special dispensations on the FERA equity 
ceilings are granted for firms involved in priority sec- 
! noa torse Export- 

"" oriented companies 
can have 431% 
foreign equity, and 


j| Technology 


j solely for export can 
and design : P 


even be wholly 
foreign-owned. 
Companies setting 
up in free-trac 

zones also enjoy 

five-year tax holi- 
| day, unfettered im- 
P port of inputs and 
access to Indian 
markets for up to 
25% of their output 
P upon payment of 
| duties. New Delhi's 
main requirement of 
these companies is 
that their value- 
added must top 
30%. Value-added 
requirements are 















REVIEWTABLE by Ricky Hui 
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access, — SERE 


Technology is a ther so-calle 
ventures can have” foreign shareholdings 
As an additional sweetener for technic 
the rate and tenure of royalty 







3$ of their Indian licensees, or foreign brand naim 
nthetical “(India)” appendages. But regulators. 
the alert to keep foreign names out of India al 





irea. Hi-tech | 

up to 74%. jae 

al collaborators. | tOgt 
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payments has been con. capitalists of one class, at least, are often hap 


siderably improved. Where there used to be. a <eilin eNygh:to keep their names under wraps: the NRIs. Pu 
of 5% on royalties for a maximum period of five years, the andVfficial attitudes towards these returning prodi 


limits have now been raised to 
L 


are bivalent, at best. On one hand they are courted fo 
years. 


thejrpurported entrepreneurship — not to mention their re 
servdrs of hard currency. But at the same time, their free 
dom&trom New Delhi's bureaucratic sway is envied and thei 
commstment to the motherland is questioned. “After all 
they voted with their feet.” commented a Bombay indus 
trialist. : 


8% for a period of 10-15 


he longer royalty period also implies a longer duration 
of licence agreements. This had been a sore point for 
foreign technology partners, since. upon expiry of 
the agreement, transferred technology and patents revert 
to the local licensee. The Indian 


to sub-license the technol- 
ogy to third parties and ex- 
port the product anywhere. 
What is more, the foreign- 
knowhow-wallah is bound 
during and even after the 
term of the agreement to 
keep the licensee stocked 
| ith parts and components 
. needed. L 
. One thing an Indian 
partner is hard-pressed to 
obtain from his foreign col- 
laborator, though, is the use 
of brand names and trade 
marks. However much the 
local or the foreign party 
might want to confer these 
rights, government regula- 
tions are set against it. Eva- 
sion has been tried 
hyphenated hybrid names 
that combine internation- 
ally recognised brands with 
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Source: Indian Investment Centre. | 


1979 


1980 


enti rotten 


- "TheAIEIthinksit | 
-äs possible to targeta 
-Rs 50 billion turnover 
| from the proposed — 
_ free port by 1990 and 
|| Rs 200 billion by i 
1 2000. (The seventh - 
. plan projects average. v 
annual export earn- 
 ángs of Rs 118.9 mil- 
coc fon for 1985-90.) 
only — Opposition to the proposal is on po- 
ry- litical, economic and environmental N 
in- grounds. The navy, which has a base in 
‘ort Blair and is developing a bigger 
ne on Great Nicobar island at th 
ern tip of the group, would not 
e y to be opened a 
e Port Blair hotel man- 
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New Delhi hopes to persuade numbers of NRIs to re 


| get concessionary impo 





these. pedocratic votes am 
come home to open up ne 
enterprises. To encourage 
them, a wide range of co 
cessions has been grant 
Their tax rates on income 
and capital gains from I 
dian securities purcha 
with foreign currency ha’ 
been fixed at a flat 209 
Other foreign-bought asset: 
brought back to India ar 
exempted from wealth t 
for seven years after ti 
NRIs’ return. And the 






























































privileges for — foreig 
bought personal motor v 
icles, as well as cap 
goods and raw materials 
start up new businesses | 
India. 

These measures have yet 
to attract a massive influxo 























































turning NRIs. Short-term guest workers in th Œ 
st are starting to drift back, now that the Gulfe — 
in decline. But most of the better-heeled NRIs. 
ised countries would just as soon stay put anfin ^on 
»mselves with occasional gifts to relatives bac home fr 










































































puc “in specially earmarked NRI accounts in. Lafan 
a S. . HT 4 

These accounts, either foreign currency—denompated 
in rupees with forward cover, pay rates considirably 
ve international norms. Their most salient. fdture, 
ording to a Bombay banker, is that “there are no‘ques- 
s asked as to where the money comes from." Justas well, 
tics suggest, since there are plenty of lingering doubts as 





India's tax 
ve fostered a booming underground cash economy. Nearly 

20 billion-worth of this black money has silted up over- 
as, economists estimate. It seems inevitable that some of 
ese balances should find their way back into India after 
ing laundered through the NRIs. | E 
“Well, why not?” asks one banker defensively. “After all, 


e damage was NN 
ne when the 

ney went out of 
e country, not 


jen it came back 
At least this way 
.get to recoup 
me of the black. 
ney for produc- 
vednvestment.” 

-. Perhaps so, but it 
also be argued 
t ease of re-entry 
nly encourages the 
dt of funds from 
idia in the first 
ace. And mean- 
hile, the accumula- 
on of so much 
quidity beyond the 
le of Indian regu- 
ition gives shrewd 
RI operators vast 
tential’ leverage 
n the Indian corpo- 
ate scene. To guard against such hazards, regulations limit 
ny one NRI's shareholding in a listed company to 1% of the 
quity base, and aggregate NRI holdings to 595. But indus- 
rialists still fear NRIs 
yese quotas or flummox regulators with a shell game of 
ominee names. 

“These guys aren't foreign babes in the woods,” one Bom- 
ay executive points out. “They're Delhi-wise and politically 
lugged-in." Most Indian businessmen grant the need for di- 
ect NRI investment. Deposit schemes and even portfolio in- 
estment in unit trusts are not enough to harness the overseas 
dians’ hard-currency resources. Besides, purely financial 
[ investments, by virtue of their very liquidity, can 
»esce as fast as they earlier accrued if rate-shopping NRIs 


t Ek 


Paul: remembered. : 


better deal elsewhere. — | 
“But productive, genuine direct investment is one thing," 
-a Bombay industrialist, “and 


vidly remem 
eneur Swraj Paul for control of two of the biggest counters 
on the New Delhi stock exchange, Escorts and Delhi Cloth 
Mills (REVIEW, 19 May '83). Paul ultimately lost the pro- 
onged battle, but only after the political demise of his 
stwhile cabinet-level patrons. 
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all their supposed sentimental links to India) home in on - 





can either suborn their way around | 


ib share ramping and corpo- | 
raiding are something else again." Indian investors. 
ber the 1983 bid by the London-based entre- " 


— Lincoln Kaye 













not go away — 
how big is it 


By Lincoln Kaye in Bombay 
ndia's trade gapis growing out al 

E government sources agree on. Just how big it ts 
expected to be depends on whom one talks to. Govern- 

ment spokesmen in porem projected it at a little above 

Rs 70 billion (US$5. 

which ended on 30 June. 


6 billion) for the 1985-86 fiscal year, 
Brahm Dutt, minister of state for 
commerce, placed it at closer to Rs83 billion. Officials of the 
State Trading Corp. privately fret that it might run as high as 
Rs 110 billion, more than doubling the Rs 53 billion gap of 
1984-85. IU MN ' "n 
Whatever the magnitudes, the trends are clear: India's 
imports remain on a steadily rising course, while exports 2 
expected to register a slight decline. Oil bears much oft — 
blame. India had been exporting 6.5 million tonnes of its 
crude oil for overseas refining only last year, thereby earning 
Rs 15 billion-worth of hard currency. In exchange, it im- 
ported 20 million tonnes, or Rs 52 billion-worth of crude oil 
and refined oil products, largely from the Soviet Union, in 
rupee-denominated counter-trade. — — | 
In the latest year, though, with indigenous refining capa- 
city coming on stream, India's hard-currency oil exports are 
projected to drop more than 90% in value terms, to Rs 1.4 
billion. But the gains from enhanced domestic refining and 
falling international oil prices have been largely offset by 
higher consumption, so that India seems likely to suffer a 
30% rise in net oil imports plus a worsening of its hard-cur- 
rency position. "From a long-term standpoint, refinery self- 
sufficiency makes good sense," commented a public-sector 


alarmingly; that is about all 


Gilman. “It’s just the timing that's unfortunate in today's . 


market." | 

Non-oil exports cushioned the fall, rising by an estimated 
8.4%, But nearly a quarter of these exports comprise pri- 
mary commodities whose markets are flukey and whose 
value-added component is low. Another 40-50% consists.of 
textiles, fibres, jute products, cheap garment leather 
goods, processed foods and other low-value-added, ag~ 
culture-based manufactures. Jewellery accounts. for abc 
one-eighth of non-oil exports, but India spem s on im- 
ported. gemstones nearly 90% of what it earns from jewel- 
lery exports, so the net gain is marginal. Chemicals and 
pharmaceuticals make up another 10% or so of non-oil èx- 
ports. | | 













nated "thrust area" in the virile imagery of the current five- 
year plan — growth is projected to rise only marginally or 
perhaps even decline, a far cry from the 36% increase 


| targeted for 1985-86 by the government's Engineering Ex- 


port Promotion Council. As a result, engineering goods' 
share in non-oil exports is expected to slip to just 12%. Over 
the past six months, the government has been cobbling to- 
gether export-boosting schemes for 35 designated industries 
in the engineering exports category, but so far only five of the 
packageshavecome out. © ^ " po 
Not that India is by any means suffering a shortage of ex- 
port-stimulating fiscal measures. So luxuriant was the growth 
of exemptions, drawbacks, incentives and relief that the gov- 


ernment felt compe 


port/import policy in 1985 just to let everybody know where 
they stood. : | X Be cu DEC 


But new thickets of export-fostering regulation were 
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As for high-value-added engineering goods — a desigs 


lled to proclaim a unified three-year €x- - 







"thin half a 
cen measures | 

And the proliferation goes on, 

billion-worth of concessions an- 













nounced im June. |. | 
Bureaucrats worry that this tangled skein of ad hoc | 
export-boosting schemes leaves businessmen too bewilder- | 
ed to take full advantage, thereby diluting the intended 
effect. Procedural streamlining is promised periodically, 





but for most exporters, single-window licence approval 
remains a long way off, Meanwhile, 
liferate to study the problem. The 
latest is a top-drawer panel of minis- 
ters headed by Prime Minister Rajiv 
Gandhi. 


committees pro- 


erhaps it is only at such an 
exalted level that New Delhi 

can resolve the inherent con- 
tradictions between its export and 
its import policies. India is only 
a recent — and reluctant — con- 
vert to export-orientation. Through- 
it the first three decades of im- 
‘pendence, import substitution 
was the watchword of trade po- 
licy. The residual effects continue 
to bid up the costs of imported 
industrial inputs and equipment, 
And industries grown flabby behind 
protectionist walls now find them- 
selves hard pressed to compete in- 
ternationally in price or quality. 
Policymakers are well aware of the need for a more effi- | 
cient industrial establishment. Officially encouraged | 
technological upgrading of industrial plants resulted ina 17% | 


s 


a. arenan uma va DN Seb arse inonma i 


T we 
> nn 






| (Hs billion) 


IMPORTS 


1983-84 






1984-85 


eat 





ATH rien ri rares e im n TT ena Sa riui em eibi | 


peer NOTTS ARRANCAR AAS E———————————————————1 
Tarna ete rri tc o ema creen e 










| MAJOR TRADING PARTNERS 
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| 1980-81 


jump (tj Rs 8.7 billion) in approvals for capital-goods in 
ports in 3985-86. But the share of machinery and equipme: 
n overal&imports is still barely two-thirds of its pre—oil-cris 
pak of 2Q% in the early 1970s. And businessmen fear if] ; 
i reverts to its import-slashing instincts in response t 
the Widening trade gap, capital-goods imports will be the first 
to go | ' | 

Mfchinery and equipment imports must compete fc 
scarc@ foreign exchange with imports of such consume 
staplgs as edible oils and sugar. India itself produces th 
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commodities, but to satisfy domestic demand entirely w 
local production would push up prices to levels that the gov 
ernment finds politically unacceptable. The same goes fo 
fertiliser, which now comprises nearly 10% of the overa! 
import bill. o 
Other sizeable blocks of imports remain politically 
limits, such as inputs and equipment for public enterpri 
and imports purchased with tied foreign credits. A 1984 st 
committee chaired by former commerce minister Abid Hi 
sain estimated that at best, only one-third of India's impo 
is materially affected by trade policy. That third, includ 
inputs and capital equipment for private industry; is likely 
prove most vulnerable when the crunch comes. ERU 
And it may come sooner than planners had anticipated 
50 far, the trade gap has been somewhat offset by the ste: 
stream of remittances from overseas Indians. Guest wor 
in the Gulf states send most of their pay cheque home, wh 
long-term expatriates in industrialised countries place mo 
in Índia at attractive bank-deposit rates. These invisible 
have kept the current-account deficit down to only one-t 
of the trade deficit in recent years. But overseas Indians 
mittances are vulnerable to the vagaries of the Gulf's oil-dri 
ven economies on the one hand and international capita 
markets on the other. In the latest fiscal year, invisibles a 
charted for a 10% decline. | 
Counter-trade has provided another cushion for India? 
foundering export performance. Through its rupee-denom 
nated trade with the Eastern bloc and some Third Work 
states, India manages to unload some goods that might not b 
internationally competitive and at the same time to conservi 
hard currency on its bill for oil and other commodities. — . 
The Soviet Union vies with the US to head the roster o 
India's trading partners, Third-ranked Japan, as well as suc 
Asian newly industrialised countries as South Korea | 
Hongkong and the Asean countries, hope for an increasin 
piece of the action in India's capital-goods market. In 
change, these countries will come under pressure to s 
their purchases from India away from raw comm 
ties or low-level manufactures to higher-value-added p 
ducts. i : 
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yrrespondent in Bombay - 
dians are poor people living in a rich country, a paradox 
jowhere more evident than in agriculture. India has more 
rable land than neighbouring China and ample water. 
rue, the climate varies greatly from season to season and 
y to year, with most of the rainfall concentrated in the 
-September monsoon. But the wide variety of regional 
and climatic conditions makes for a well-diversified na- 
al output. : a 
India’s proudest post-independence achievement has 
the spectacular increase in foodgrain production. 
at output has risen seven-fold from 
million tonnes in 1947 to an esti 
ated 44.2 million tonnes this year. 
Overall foodgrain production is expect- 
to reach 150 million tonnes in 1986, 
pite slight declines in such drought- 
oarse grains as sorghum, millet and 
ize. Both wheat and rice should set 
/ records. " 
With foodgrain buffer stocks swelling ~ 
32 million tonnes, the spectre of 
ne no longer haunts India as it did as 
ntly as 1966. In fact, New Delhi is 
in a position to consider foodgrain 
orts, at least on acounter-trade basis, 
h prices and quality control fall 
rt of international standards on the 
-currency grain markets. 
The main impetus behind this impres- 
e growth in output was the develop- 
nt of high-vielding varieties (HYVs) 
à number of crops. So-called Green 
olution technology allowed food- 
output to increase by 24% from 
950-86, nearly eight times faster than 











(currently 37 million ha). 


ve, requiring such inputs as irrigation, fertiliser, pes- 
es, equipment and marketing networks. So far, HYVs 
fared best in the northern Indian bread-basket states of 
ab and Haryana, where farmers were comparatively 
perous to begin with. Landholdings there average 
nd 15-20 ha — large enough to sustain capital-intensive 
ing, but small enough to spur farmers to maximise re- 
s. 

By contrast, such states as Bihar, which are comparatively 
ll-endowed naturally, have some of the lowest per capita 
mes in the world. Very large landowners there can keep 
mselves in princely style without troubling to boost pro- 
tivity too dramatically. In league with local adminis- 
tors and police, they have a vested interest in keeping the 
or landless and indebted — a plight attested to: by rising 
ss conflict in the countryside and accelerating urban mi- 
tion. On the other hand, agricultural economists wonder 
ther various states’ land-ceiling acts, if ever effectively 
emented over the opposition of landlords, would not re- 





‘increase of gross cropped area (to the current level of 174 
illion ha), and half again as fast as the rise in gross irrigated 


But Green Revolution agriculture is relatively capital-in- 
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Neverthelow Pagriculture is: 
in new crops and regions. Ricé,.a mort 



















the national diet than wheat, is: pg to catch up with the 
Green Revolution in central and eastern India. Pa dy yields 


in eastern Uttar Pradesh and. 
couraging growth. CI s & fes : 

The next frontier for the HYVs must be in non-irrigated 
areas, comprising nearly 72% of the'tropland but accounting 


for only 42% of output. Other staples, too, have to be “rev- 
olutionised." Production of pulses, thi 


st Bengal have shown en- 





yë main protein source 
for India's vegetarian majority, has been stagnant at about 12 
million tonnes since the 1960s. Oilseéd production has also 
lagged, requiring substantial imports of edible oils. 
Although the bulk of agriculture i$ in private hands, the 


government plays a key role through price supports. Fixing 


procurement prices is a delicate balancing act between pro- 


viding adequate incentives to farmers while at the same time 


holding consumer-price inflation in check. Lately, the gov- 
ernment-owned Food Corp. of India; helped along by a suc- 
cession of good harvests, has succeeded almost embarrass- 


ingly well in boosting output. Storage and handling facilities 

are strained to their limits by bulging buffer stocks. — E 
Fine-tuning farm incomes is a high-stakes game for India’ 

planners. Although 


JAGDISH AGARWAL 


agriculture’s direct share in national ir 
come has dropped from 50% in 1950 to 
38% today, the ‘sector still employs 
about 70% of the population, accounting 
for a huge chunk of consumer demand. 
Moreover, about one-third of industrial 
production is directly linked to agricul- 
ture, either as a source of inputs or as a 
market for output. — | 
"When you consider the extent of ag- 
riculture's influence, direct and indirect, 
on the economy, it's scary to con- 
template how much the sector's fortunes 
depend on the unpredictable monsoon,” 
said a banker. Irrigated areas provide a 
baseline of stability, but the rain-fed 


mercy of the weather. So far, this year's 
monsoon seems off to a promising start, 
but final returns will not be in until Oc- 
tober. M 

With so many mouths to feed, staple 
consumables continue to preoccupy 
India’s agricultural planners: export 
crops remain very much a sideshow 
Nevertheless, agricultural exports com- 
prised nearly 8% of the country’s total export earnings in 
1985 and are likely to come in for increasing official attention 
as the trade gap widens. | | | 

Principal export crops include jute, tea, coffee, spices, 
cotton and tobacco. Several of these enjoyed bumper har- 
vests in 1985 after a succession of lean years. Tea production 
last year redched a record 655 million kg, of which 222 million 
kg was exported. However, depressed world tea prices re- 
sulted ina slight decline in revenues to Rs 7.1 billion (US$568 
million). The export mix shifted somewhat in favour of 
value-added items such as teabags and packet teas. The 


Soviet Union remained India's main customer. This year's 


prospects look bright, with smaller worldwide tea crops and 
rising coffee prices boosting the price of tea. | 7 

India is well-positioned to take advantage of rising coffee 
prices, with a record harvest predicted for 1987. Marketing, 
technical and credit support from the coffee board has been 
stepped up apace. Cotton production, on the other hand, is 


“expected to slip to about 1.6 million tonnes from the previous. 


year's record 1.7 million tonnes. Sugar and edible oils, each 
of which had to be imported to the tune of 1.2 million tonnes 
last year, are likely to come in for enhanced price support to 
boóst domestic production and conserve foreign exchange. EJ 


majority of cropland is wholly at the 
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By lan Buruma in Rangoon ~ 


n the Pacific island of Saipan there 

wW was Once a bustling Japanese town, 
grown rich on the sugar trade. There 
were cinemas, lively shopping streets, 
geisha houses and grand colonial man- 
sions. The town was bombed during the 
Pacific War and the Japanese had to 
leave. Few traces of the town remain 
today; it has been reclaimed by the 
jungle. One can still see the ruins of the 


old o presumably the strongest 
building, That is about all. Life on the 


island has reverted back to the rural 
stupor that existed before the Japanese 
rought it briefly to life. 

. More is left of Rangoon. Indeed al- 
most the entire city is still much as the 
British left it in 1948. Yet a similar 
process appears to be at work. The 
streets and pavements of a city once 
known as the cleanest and most pleasant 
in Southeast Asia show huge cracks fill- 
ed with refuse. At night the streets are 
taken over by rats, jostling each other to 
get at the choicest morsels of garbage 


floating in the open sewers. The orice- | 


grand buildings are rotting in the humid 
heat. Instead of new buildings going 
up. gradually obliterating the past, 
as in most Asian capitals, capitalist 
or communist, old Rangoon is left to 
decay. | 

As can be seen from any train enter- 
ing Rangoon through the endless sub- 
urbs of straw huts on stilts in slimy 
water, the once-modern capital is being 
gradually reclaimed, not by the jungle, 
but by old-village Burma. What was 
nce the thriving centre of Indian, 
~hinese and British commerce is now a 
colonial relic, barely surviving on a 
black-market economy. ; 
. Rangoon was never really a Burmese 
city. It was a modern creation by the 
British; an urban aberration in a rural 
society with no tradition to prepare it 
for the shock of a modern market econ- 
omy. Indeed, to the Burmese Buddhists 
money-business was associated with 
reed and deceitful exploitation. Un- 
ortunately, from their point of view 
they were entirely correct in this assess- 
. The British, the Indian money-lend- 
AS, Or Chettyars, and the Chinese mer- 
chants got rich, while the majority of 
3urmese remained poor. Some Bur- 
nese, especially the peasants in the 
Outhern Delta, began to benefit from 
3ritish investment and the cash econ- 
my, but then the Japanese invasion 
topped rice exports and the peasants 
urned back to the old life of the self-suf- 





dhist way of 
e big city — 


ficient village, from whici$ they never 
really emerged again. | 

So Rangoon, instead of being the 
focal point of a modernising nation, is 
the symbol of a past imposed by foreign- 
ers which the present Burmese leaders 
hope they have jettisoned for ever. The 
Burmese Road to Socialism, propa- 
gated since the military coup in 1962 is, 
like many National Socialist creeds 
(that is what it most resembles), 
strongly biased against the city. 

The basis of this ideology, a typical 
mixture of religion (Buddhism), 
nationalism and socialism, was laid long 


ARE o: 


Rangoon market: surviving on black- 






before strongman Ne Win came to 
power. Buddhism had to be part of it, as 
this is the main component of the Bur- 
man (if not Burmese) identity; 
nationalism is naturally an essential part 
of any colonial and post-colonial strug- 
gle, and socialism has a modern scien- 
tific ring to it, as well as being anti- 
capitalist, which, in Burma means anti- 
foreign, thus — anti-city..— Burman 
nationalism is against both domestic In- 
dian and Chinese merchants and the 
"neo-colonialist" multinationals. 

The combination of Buddhism and 
socialism would have surprised and 
probably outraged Karl Marx, who saw 
“Asiatic” religions as particularly strong 
impediments to progress. But it is not as 
absurd as it seems. Such thinkers as 
Kudaw  Hmain (“Burma's Rabin- 
dranath Tagore") and the activist monk 
Ottama, who were both influential in 
the independence struggle against Bri- 
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| Ceylon. "The spirit of Buddhist 












































tain, came up with something rem 
ably like the Liberation Theology 
Roman Catholic developing countr 
today. m ir | 

They argued that Buddhism 
really a kind of proto-socialism; an ic 
which originated’ in India a 


wrote Lakshmi Narasu in 1907, “is. 
sentially socialistic. It is therefore tot 
ly opposed to that industrialism whi 
with merciless struggle for wealth as 
one supreme object of human effor 
eating the very vitals of the so-called ad 
vanced nations." The aim of th 
Buddhist “modernists” was to fit c 
creeds into the modern world and. 
reach Nirvana on earth. This meant li 
eration from colonial bondage a 
capitalist exploitation (the two were. 
course virtuallv synonymous). ; 
U Nu, the highly popular prir 
minister before Ne Win took over, bi 
v4. upon these ideas and hop 
to establish a kind of Budd 
ist welfare state. _4 


evt. 


fe Win is not known a 
tW keen philosopher, 
the old Liberation Theolo 
is still very much part of tl 
Burmese Road to Soci 
ism. The Buddhist Law 
Constant Change is i 
preted in a Marxist 
“The so-called ‘immu 





[such as the slave system 
feudal system and the car 
talist system] too cam 
withstand the  inexora 
laws of change.” As in ev 
form of National Sociali 
the vision of a mythical p 
(Nirvana on earth) and f 
religion were wedded to th 
Fuhrerprinzip, the modern great 
and defender of, as it were, the nati 
faith. Ne Win has plaved this role a 
mirably, to the point of marrying 
granddaughter of the last reigning 
mese monarch, King Thibaw. 
Rangoon, the centre of universi 
foreign traders and what is left of thei 
telligentsia, does not fit into the visio 
of a Buddhist-socialist utopia run by 
military. In fact Rangoon has m 
trouble in the past. One of the m 
symbolic anti-government demonstra 
tions was staged by students and mon 
in 1974. The pretext was a suppose 
government slight in the burial arra 
ments of U Thant, who had been a clo 
associate of U Nu, hence not a friend 
the present leaders. The studer 
wanted to bury him on the site of theo 
Rangoon University Student Un 
Building, a revered symbol of anti-B 
tish nationalism, destroyed by the mi 


OF 










































` The advertising carried in the 
-Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
"luxury products through to 
: shipping, industry, and many 
many more from over 550 of 
"the world's leading com- 


-With an average of 50 pages 
-of advertising per issue and a 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading | 


business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 


The Review's "Review of 
Advertisers 1985” contains a 


carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 


. Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 


Hong Kong 


c for 
senior executives conducting | 


sample of every campaign. 


1962. Angther d&Bfonstration wi 
at the Shivedagon Pagoda, the ma 
‘ae 





uinum 


e turned against the 


m could 
government i | 
aui 38 Tf year’s events in Manila 


symbo 


agah how devastating the com- 
bination of fhe.clergy and the educated 
urban elite Kan be to authoritarian rule. 
Ne Win haddone his best to neutralise 
both. First, he removed one of the trad- 
itional catalysts of urban political un- 
rest, which is not poverty, but 
nationalism. 

In the early years of military rule, cur- 
rency and trade restrictions forced more 
than 200,000 non-citizen Indians and 
Pakistanis to leave Burma without their 
assets. Foreign companies were kicked 
out as early as 1962. And in the rural 
areas the- foreign Chettyars and land- 
owners — often living in Rangoon — 
were dispossessed by nationalisation of all 

^ the land. Although this did not neces- 
sarily make the peasants better off 
économically, it provided them with a 
permanent iron rice bowl. And they 


provec 


were no longer exploited by foreign- 


Causes vov "s 
- Nationalist rebellions are confined 
to the seven minority states. Minority 
causes appear not to have spilled over 
into Rangoon. Possibly the government 
has come to a tacit agreement with the 
minorities near Rangoon, like the 
Karen, that they can run affairs in their 
own areas as long as they stay out of the 
capital. | l 
The government has also effectively 
neutralised the Buddhist hierarchy or 
Sangha. This was done by so-called 
purification and registration. Purifying 
the ranks of bogus monks was the tradi- 
tional duty of Burmese kings. Ne Win 
fulfilled this duty in 1980 by conveninga 


is that Buddhist 


f, despite the official . 





traditi 
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strations. — «9. — | 

The second time things were appa- 
rently done with more subtlety. First, 
senior members of the clergy were 
approached, most of whom wished to 
stay out of polities and trouble. Those 
who resisted (apparently about 1,000 
monks) were quietly arrested. Then, lit- 
tle by little, the hierarchy was organised 
down to the village level along parallel 
lines to the Burma Socialist Programme 
Party. Once this had been completed 
the obstreperous monks were released 
and forced to register if they wished to 
remain in business. E a 


egistered monks cannot move fret 

















ly to oth steries, making po- 
litical organ | very hard. More- 
over, they af w subject to secular. 
laws and ca 








expelled for such 
ic discipline as at- 
matches. (This does 
em, however, as à 
loott tch between Burma 
and India showed; almost half the spec- 
tators were monks.) So by acting as the 
traditional defender of the faith, and 
gaining legitimacy in the process, the 
government now controls the religious 
hierarchy. ME. ! E 
The Burmese Road to Socialism also 
blocks the development of àn urban 
middle class. Members of the old Eng- 
lish-speaking elite have been pushed 
aside; their mouldy English books flog- 
ged to tourists in seedy second-hand 
bookshops. “In another 10 years," said 
one bookseller, “there won't be any 
good books left in Rangoon.” ` i 


tending footb 
not seem to d 
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Te many tourists Burma seems a 
romantic and quite delightful place. 
Time appears to have stood still. Those 
who point indignant fingers at the Coca 
Colonisation of other Asian countries 
like to think of Burma as an oasis of 
tradition and spirituality. The lack of 
shopping malls and fast-food chains is 
seen as à great blessing. Burma, to 
them, is the *real Asia." 

To be sure, much of the traditional 
way of life has been preserved in 
Burma. Almost everybody still prefers 
the native dress suited to the humid cli- 


ers. As a result, the potential trouble- 
makers in Rangoon have no nationalist 















upon the fact that pagodas are the 
neatest, newest and best-maintained 
edifices in Burma. 

Yet, time has not really stood still. 
The great religious centres in Rangoon, 
Mandalay or Pegu are splendid, impres- 
sive and lively; they are also examples of 
the worst kitsch in Southeast Asia. 
Buddha images are gaudy, crudely 
hewn and often hallowed by the kind of 
blinking, coloured neon lights more 
often seen in discos or variety shows. 
The objects on sale in the shops that line 
the long avenues to the holy shrines are 
not exquisite, traditional wood-carvings 
or precious religious gewgaws, but such 
icons of modernity as shiny wooden 
replicas of TV sets, telephones, or dolls 
of women in golfing gear. E 


 Althoug 
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Higher edug LC ot the 
success, and tJus clasg/mobility* 
‘once was. The bestẸmost gradua 
especially those witM liberal arts de- 
grees, can hope for is to dabble in the 
black market or, for the really lucky 
ones, to become seamen —- the only 
ones allowed to import consumer 
goods. To stop universities from be- 
coming centres of political activity, 
the universities in Rangoon and Manda- 
lay have been divided up into autonom- 
ous colleges. Students are further dis- 
persed by keeping them away from the 
capital and in new cheap regional col- 
leges. 

Military education, however, is 
free and the status of a University of 
Rangoon degree is heightened by at- 
tendance at the Defence Services 
Academy. The new elite is largely 
recruited from the military, or ap- 
pointed by the military through the 
large network of party organisations 
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Buddhist nuns: combination of religion and socialism. 


aesthetic decline, it is also proof of how 
strong religious feeling still is. The 
meticulous pagodas, the shiny Bud- 
dhas, the modern artifacts show that re- 
newal and embellishment (whether one 
likes it or not) are much more important 
than preservation. Indeed, one wonders 
what happened to all the old Buddha 
images. One also wonders why so many 
ancient pagodas and monasteries are 
left to rot while new ones are built all the 
time. 


ne obvious answer is that there is 
more religious merit in building 
something new than preserving some- 
thing old. Besides, old Buddha images, 
especially damaged ones are thought to 
bring bad luck and are often thrown 
away. 
^ This state of affairs is distressing to 
the few practising archaeologists in 
Burma. According to one, who gave up | 
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crushing of [y 

outside the blad 
restriction of mobility, in bothithe geo- 
graphical and the so\al sense has es- 
tablished a certain neKtive staNility. It 
is also an economic daster. As one 
member of the old Eng h-educated 
elite said, typically quotingja favourite 
English literary character,[*things are 
getting worser and worser.’ 


G overnment shops are mqstly empty 
and even such basic goods as 
medicine must be procured at inflated 
prices on the black markets. Indeed, 
things are so bad that speakers at the 
last party congress were openly critical 
of the economic situation. Many thought 
this, signalled a breakthrough at last. 
Surely, more flexibility must be shown 
this time. In fact nothing changed. In- 
stead of liberalisation the chairman call- 
ed for more socialist discipline. 
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his job in frustration, archaeology is not 
taken seriously. “People don't care 
about old things.” Archaeological 
techniques are not even taught in 
Burma, as the subject is only a branch of 
anthropology. Archaeological en- 
gineers who do know how to preserve 
old buildings have been made part of 
the government construction depart- 
ment. Professional archaeologists can 
advise these technicians, but they have 
no authority to tell them what to do. 
Disgruntled archaeologists have 
many horror stories to tell: of precious 
wall paintings which are white-washed 
with lime because they looked “old”; 
of ancient marble Buddhas which are 
covered in gold-painted concrete or em- 
bossed with glass mosaic. Old images 
are simply reconstructed to conform to 
new styles. Buddhas of the Pagan 
period (1044-1287) were usually de- 
picted almost nude, as a glorification of 
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This may seem perverse. Critics of | 


the regime, including many Burmese in- 
tellectuals, like to point out the irration- 
ality.of the present leadership which ap- 
pears to be based on nothing but extra- 
ordinary personal whim. It is a view that 
fits in well with the traditional concept 


of Burmese kingship. Lucian Pye, in his 


classic Politics, Nationality and Nation 
Building, explained traditional Bur- 


mese rule like this: "Powerful forces for - 


irrationality circulated throughout the 
traditional Burmese system. Belief in 


the god-king meant that it was lèse | 


majesté to suggest or even to imagine 
any possible limits to his omnipotence 
. . . Since the ultimate proof of high 
status was the capacity to act beyond the 
comprehension of mere reason, and the 
higher the official the less he had to ac- 
count for his actions, there was a power- 
ful urge at the ruling level to act in un- 
accountable ways." 

But how irrational are Ne Win's 
policies really? From the point of view 
of a modern economist they are indeed 
perverse. In the world of power politics 
they make sense, however. Per- 
sonalised authoritarian rule is being 
challenged in many parts of Asia be- 
cause it is no longer appropriate to the 
complex economies created by 


capitalism. As is often said about South - 


Korea, the urban middle class has out- 
grown its government. In other words, 
it is not capitalism that digs its own 


grave, but dictators who allow it to . 


flourish. 

Burmese socialism is also a kind of 
bumiputra policy, as the ones who 
would flourish most in a more liberal 
system would probably be the remain- 
ing foreigners. By forcing the economy 
to remain primitive or at best illegal, Ne 
Win has assured his absolute leader- 
ship. He has achieved without much 
bloodshed what Pol Pot set out to ‘do 
with terrible violence: he strangled the 
big city, the Burmese way. O 


the Buddha’s superhuman physique. 
Later incarnations of the same 
sculptures would wear elaborate robes, 


following the new fashion for clothed | 


Buddhas. 

Some especially precious monu- 
ments in the main cultural centres have 
been set aside by the government for 


.restoration. This means that local wor- 


shippers must be kept away from these 
buildings lest they begin their own “im- 
provements." There is a severe short- 
age of funds, however, and many monu- 
ments are only half restored or not at 
all. 

One archaeologist still battling on in 


Mandalay seemed to have resigned him- — 


self to the vulgar *modernisation" of 





uam 


old religious monuments. “It is bad for | - 


us," he said, “but good for religion. 
Let's face it, the images are made for be- 
lievers, not for archaeologists." 

— lan Buruma 






i Vo must be very brave to go down 
the highway for no other reason 
| than to get the truth. This is hard to be- 
| lieve." 

| "I went down the highway because it 
| isthe only way to find out what was really 
| happening. How else can I find out?" 

| “You can listen to what the govern- 
| ment says." 

| "The government gives its version, 
| you give yours, so, we must find out what 
| 4 really happening . . . ie | 
| “But this United Press, it is Ameri- 
| can?" 

a “Yes, American.” 

= “So you work for the American Gov- 
| ernment.” 

| “No, I don't work for the American 
| Government. It's called United Press In- 
| ternational. It is broadcast all over the 
| world . . . and we write about what is 
| happening, not our opinions." 

Jj So writes Kate Webb in her book On 
| the Other Side: 23 Days with the Viet 
| Cong. This was reporting at its bravest 
| and best — and most truthful too; so 
| truthful that the Viet Cong officer inter- 
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. rogating her was ordered to turn her 


| loose rather than shoot her. But this 

"a golden behaviour by both sides was 
. quite exceptional. 

— Defeat in the US’ most divisive and 


| unsuccessful war has left the media 
| 


i 
1 


i 


with the opprobrium of having played 


i 
| 


. Hallin, who with some bravado — since 
| Richard Nixon is still blamed unjustly 
| for much of what went wrong — quotes 
.| the former US president at length in his 
I. third sentence. 

| There has been remarkable consen- 
| sus since the end of the war about the 
| media in Vietnam, as Nixon said: “The 
| Vietnam War was complicated by fac- 
| tors that had never before occurred in 
| America's conduct of a war. . . [The] 
| news media had come to dominate 
| domestic opinion about its purpose 
| and conduct . . . In each nights TV 
| news and in each morning’s paper 
_| the war was reported battle by battle, 
E little or no sense of the under- 
| lying purpose of the fighting was con- 
.| veyed. Eventually this contributed to 
| the impression that we were fighting in 
| military and moral quicksand, rather 
| than towards an important and worth- 
| while objective. More than ever be- 
| fore, TV showed the terrible human 
| suffering and sacrifice of war. What- 
| ever the intention behind such relent- 
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| less and literal. reporting of the war, 
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| the result was a serious demoralisation 
|. of the home front, raising the question 
of whether America would ever again 
- be able to fight an enemy abroad with 
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i the most divisive role of all, says author 


. The Uncensored War by Daniel C. Hallin. Oxford Univegity Press. US$22.50. 


unity and stfength of purpose at home.” 

This bodk is an egghead study of the 
The New Yẹrk Times coverage of Viet- 
nam during§he Kennedy administration 
(when the number and role of the US 
advisers was up-graded into combat 
status) and the 1964-65 escalation under 
president Lyndon Johnson. There is a 
chapter on ideology of the Cold War 
and another on objective journalism 
which, as anyone who spent 24 hours in 
Vietnam quickly found out, was entirely 
foreign to all but a small hard core of 
professionals among the (sometimes as 
many as) 1,000 correspondents of all na- 
tions accredited to the US military. 
There are also two chapters dealing with 
TV coverage before and after the Tet 
(Lunar New Year) 
offensive and the 
political changes in 
1968. 

To report a World 
Cup football match 
a seasoned observer 
of the scene is essen- 
tial. yet, for this 
World War III quali- 
fying event, there 
were only a handful 
of reporters who had 
covered the Korean 
War and even fewer 
who were in World 
War II. 

The result was 
that the media scene 
was cluttered up with 
posturing bleeding- 
hearts, heavily com- E. 
mitted lefties and a |, < 
bunch of amateurs 
who were neither 
prepared to take note of requests for 
self-censorship in the interests of secu- 
rity of American and South Vietnamese 
troops in up-coming operations, nor to 
obey the general rules of hospitality of 
any army of which one is a guest (friend 
or foe). They were oblivious to the fact 
that local security rules should be 
obeyed in return for one’s own protec- 
tion and permission to move about in 
forward areas. 


Fic competition, brutal orders 
from New York and the desire for 
exposure on their own network drove 
TV men to take absurd risks with the re- 
sult that at one time the media were 
dying or being wounded at a higher clip 
than some of the smaller national con- 
tingents fighting alongside the US and 
South Vietnamese forces: and they in- 
cluded lefties, bleeding hearts and 


primitives, lifers or rightists or whatever 
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was the appropriðte insulting name-of- 
the-day for people who hoped the US 
would win, For every straight corres- 
pondent there were too many others 
looking for opportunities to strike out 
against the war or the US/Vietnamese 
forces themselves. 

Brilliant author David Halberstam 
(then of The New York Times) arrived 
in the (formerly Belgian) Congo in 1960 
openly declaring his hatred of Belgians 
and all other Whites in. Africa, but 
laughed off suggestions from colleagues 
that he busy himself with the racial 


problems of the US rather than meddle 


in Africa of which he knew nothing. 
Early in 1962 he took over The New York 
Times bureau in Saigon, saying he was 
determined to bring down the (ruling) 
Nhu family in Saigon. His target was 
specifically Madame Nhu, the president's 
sister-in-law, and his writings were so 
against American policy in Vietnam th 
president 
urged The New York 
Times management 
to replace him with 
someone else who 
would *get on the 
team." Halberstam 
stayed on to win the 
Pulitzer -Prize so 
dear to newsmen 
and women. 

The Halberstams 
of Vietnam — honest 
men of sometimes 
noble prejudices — 
made the war nearly 
impossible to win 
without censorship 
and that, for compli- 
cated reasons, was 
impossible to im- 
pose. Hallin com- 
plains of the “pyra- 
mid” nature of U 
official statemen- 
by which unimportant facts were dis- 
closed to mask other planned moves 
below, for which secrecy was essential 
for military and/or political reasons. 
Does he really mean to say that govern- 
ments at war should tell the whole truth 
and nothing but the truth at all times? 
Certainly not — and that is why the Bri- 
tish Government, having watched the 
lunacy of Vietnam briefing and report- 
ing, wisely made it as difficult as it could 
to report the Falklands incident. 

Correspondents who, knowingly or 
not, did so much damage to the already 
appallingly inefficient US military with 
their police-court style of reporting, 
might like to learn of the most moving 
tribute to a dead soldier this reviewer 
knows of. Placed on the headstone of 
his grave in a war cemetery in North Af- 
rica by his widow it reads: “To the world 
he was a soldier, to me he was the 
world." — Donald Wise 
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More legroom. More elbowroom. More comfort. 


Its a business proposition worth unwind. Followed by a selection of 
thinking about. delicious Indian or Continental 
Every seat either a window or an cuisine served by gracious sari-clad 
aisle seat. The seat itself is plush and hostesses. 
spacious—measuring up to the most The next time you fly abroad on 
exacting standards. business consider what a great deal 
Nine comfortable inches on the you're getting. 
armrest helps you get in some last Including what you can take 
minute work. home... lovely memories of 
There are a couple of bonuses too. Air-India's Executive Class — on all 


Complimentary drinks to help you 747 routes. 
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*unchallenged authority! 


There is no doubt amongst.leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It's the Far Eastern Economic Review by an overwhelming 
majority! 





*unparalleled influence! 





No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don't just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


*unequalled performance! 





Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 63,000 copies per 
Issue. 
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No other publication in the region can match its performance. In fact the 
Review's circulation has grown by a number larger than the total present 
day circulation of any of the publications which'started during the years in 
question. 


A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its dd page volume from 1,458 in 
1978 to 2,593 in 1985. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia's most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 


The Choice of Authority 
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SHARP FOR SURE. 





"^ The right copier—and the right employee— 
for every job. That's Sharp business." 







"^ The right size copier can help increase 
the size of my business.” ` 
















































The Sharp business tactics of selecting a copier. 


tools for higher 
productivity 


With impressively fast copying 
speeds and versatile functions, 
Sharp copiers are highly- 
productive tools for managing 
today’s tremendous range of 
business information. Sharp 
copiers are also tools for better 
communication, with a variety of 
creative functions that can help 
you to produce more effective 
and persuasive documents. 


for any business 
need 


No matter what size your busi- 
ness, Sharp has a copier with the 
right features for your particular 

needs. And that includes the 
SF-7100, a compact copier for 
less demanding copying needs. 
Designed for economical copy- 
ing, the energy-efficient SF-7100 
provides an impressive array of 
practical and easy-to-use func- 
tions for smaller businesses and 
large departments. 


SF-7100 
High Quality Copying 
e 50 copies per minute copying ff Practical Functions in 


speed * Standard semi- k 4 i mis = | a Compact Copier 
automatic document feeder . T — e Automatic Exposure Control e Two- 
* "Auto- magnification” j sided copying * Simplified book copying 
zoom copying from 64 D a E nee A E * Power Save key * Simple 
—1419/ of original size ; i ig 7o = operation. 
* Four-way paper feed = E — m ; mE 

system «Copy edit func- 
tions include image 
trimming, image 
centering, margin shift 
and dual-page copying 
* Colour copying in black, 
red, blue or brown. 


Automated Copying for 
Fewer Mistakes 

* Automatic zoom ratio/copy paper 
selection * 33 copies per minute copy- 
ing speed * Dual-page copying * Colour 


copying in black, red, blue or brown. *Photo includes optional devices. 
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By Nigel Holloway in Singapore 
weeping reforms of Singapore's se- 
curities industry “to achieve a pro- 

per balance of prudential control and 

self-regulation," in the government's 
words, appear to go further than the au- 
thorities intended in clearing up the 
mess left by the collapse of Pan-Electric 

Industries last November. Stockbrokers, 

merchant bankers and lawyers say that 

the Securities Industry Act, passed in 

March, contains fundamental difficul-. 

ties in its wording that could strangle 

Singapore's nascent international bond 

market and hurt the stock exchange. 

Certain high-ranking officials be- 
ieve such talk is alarmist and that objec- 


earlier version of the bill containi 
clause specifically excluding futu 
contracts was, for some reason, dr 
ped from the version eventually passe 

The act appears to outlaw the m. 
ing of a bond market on a televi i 
[| screen. Under Section 15, a.“stockn 
| ket" is defined so widely as to includ 
| geographical location “or a facility” 
| to include all forms of “security.” It 
to the finance minister to declare a: 
ket exempt from the act. Sectioi 
stipulates that all securities transa 
must be accompanied by a contract. 


—————— 
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tions can be answered in regulations | = securities business. rt Sy 4 
under which the act will operate. Com- | ‘The most contentious area cone 
ments about the proposed regulations is sections 50-54, relating to ethical 
from interested parties were received by a ards of securities business. 

the attorney-general in late July. A reli- |. dealer,. investment adviser, dea 
able source says that a "very. large | representative or investment represe 


number of proposals” were sent and it 
may take some time before they can be 
accounted for in the regulations. The 
Monetary Authority of Singapore (MAS) 
says the act and the regulations will come 
into operation sometime in August. for making their recommendation. S 

But some lawyers and corporate ad- a basis includes an obligation on.s 
visers do not believe that a set of regula- Hu: hasty drafting. ^9] firms to find out their clients’ in 
tions, no matter how finely worded, can —————————— ment objective, financial situation 


tative must disclose his interest in- 
securities which he recommends. This 
likely to be impossible for large in 

ment houses to comply with. In ad 
tion, they must have a reasonable b 





make up for what they regard as a badly | and a section of the companies act, has 
drafted piece of legislation. Finance | three aims: to supervise the Stock Ex- 


| particular needs. If somebody suf 
Minister Richard Hu told parliament in | change of Singapore ( SES), to regulate. 


loss or damage arising from the re 
mendation, the adviser can be sued. 
This makes recommendations i 
spect of.such things as share tra 
tions and takeover bids a verv ha: 
ous business. Prospectuses an circu 
are distributed to thousands of in 
Ors, whose. individual circumsta 
| cannot be known. The act has alr 
affected one major transaction, nam 
the failed bid in May by The Hongl 

| & Kowloon Wharf & Godown com 
| for the remaining shares in Singapo 
Hotel Marco Polo that it did not OW 
In its advice to Hongkong & F 


March that "if certain features ofthe bill | the conduct of business by stockbrokers 
turn out to be overly restrictive, I would 
be quite happy to introduce amend- 
ments.” Practitioners suggest that a 
‘trial-and-error approach may, at the 
very least, deter foreign bond dealers 
and underwriters from setting up in 
Singapore. 

The city state may lose valuable time 
in its attempt to compete with Hong- 
kong and Tokyo, they say. Other mer- 
chant bankers and bond dealers are, 
however, assuming the law will be intel- ke 
ligently administered and are not con- | loon, Wardley, the merchant ba 


and investment advisers, and to police 
| 

f 

| 

| 

| 

| 

i 

| 

| 

cerned about its effect on their securi- | rities business done in Singapore. Their | made no clear recommendation on 
i 

| 

I 


trading in the securities market. The | 
MAS is granted much wider powers 
over the SES to prevent a recurrence of 
the sort of massive share manipulation 
which occurred ahead of the co lapse of 
Pan-El. 

Few have quarrelled with the inten- 
tion to clean up the local stockmarket. 
Where marketeers part-company with 

legislators is over the government's at- 
tempt to introduce an all-encompassing 
law for domestic and international secu- 


| 

i 

| ; i 

ties business. l | differences concern basic definitions | merits of the offer. Advice given by B. 
The government is keen for Singa- | and that part of the 98-page statute deal- | ing Brothers Asia to the sole indepe 

pore to take advantage of the worldwide | ing with the conduct of securities deal- | dent director was subsequently ci 

trend towards the securitisation of debt. | in g. a 


Total funds tapped through note.is- 7 . 
suance facilities and revolving under- Urs the act, “securities” are defin- 
ed to include bonds issued by a gov- 


writing facilities arranged in Singapore 
amounted to US$2.1 billion in 1984-85. | ernment or corporation and “any right 
There were seven issues of floating-rate | or Ta in respect of any such 
US-dollar negotiable certificates of de- | bonds." Lawyers say that a futures con- 
posit worth US$245 million and three is- 
sues of Asian-dollar bonds. ! 

The Securities Industry Act, which 
replaces a 1973 statute of thesame name 


| lated on the basis that the bank's rec 
mendations were given to the dir 
alone and not to any other individi 

| shareholder. o 

| A reliable source says that som 
all of these reservations are likely te 
taken care of in the regulations und 
which the act will operate. Sectio 
gives the MAS the power to exe 
“any specified person” from the p 

.Sions of the act. But why has the 


tract in US Treasury bonds which will 

begin trading on the Singapore Interna- 
tional Monetary Exchange in October, - 
will therefore be covered by the act. An 


















During the parliamentary debate in 
rch, Hu said the bill had to be rushed 
ough without the scrutiny of a select 
ommittee — on the grounds that in- 
estors would be able to use part of their 
‘entra! Provident Fund savings to buy 
tocks starting in May, and that they 
éeded the act’s protection as soon as 
ossible. He said that a draft of the bill 
ad been circulated last year but had 
en withdrawn, because of the vocifer- 
s opposition from stockbrokers to the 
eatened loss of independence. 

Brokers say they had, indeed, ob- 
cted to the wider supervisory powers 
yen to the MAS, but they had also 
ed their reservations to several 






















ed legislation. With the subsequent 
apse of Pan-El, brokers had neither 
e energy nor the authority to object to 
e bill a second time. 


nder the old act, the SES did not 
have to provide the authorities with | 
istical returns and the MAS, in turn, 
.not have access to stockbrokers’ 
ks. This autonomy has been re- 
oved. As Hu said in March: “In order 
insure that the exchange discharges 
self-regulatory responsibilities dili- 
y," MAS has been given reserve 
wers over the SES. It can amend rules 
"listing requirements; it can review 
"iplinary actions taken by the SES 
imittee, and take action against 
bers if the committee does not. 
[he MAS also has the power to 
er a "cooling-off" period by sus- 
ending trading in a counter if specula- 
1 in the share is deemed “excessive.” 
icitrant directors of broking firms 
ad SES officers can be removed. In ad- 
ition, the finance minister may appoint 
stockbrokers to the committee. 
To supervise brokers, margin re- 
rements will be prescribed by the 
S. Fund managers will be licensed 
d clients’ investments will have to be 
ept in separate trust accounts. As for 
ding in the market, the act outlaws 
er dealing. It includes a new provi- 
making it an offence whether or not 
intention is to use the information to 
in an advantage. A person found 
vis liable to a fine of up to $$50,000 
122.883) or up to seven years' im- 
risonment. Securities dealers who fail 
inform a client that they are acting as 
cipal and not as agent are liable to a 
of as much as S$10,000 or two years 
il. | 
As with all laws, much depends upon 
wisely the MAS administers the 
‘During the debate in parliament, 
government-party MP suggested 
it the MAS employ senior members 
f. the stockmarket to help with the 
ervision of the exchange. Hu said 
MAS is to set up a new unit staffed 
th “people experienced in the securi- 
's industry" to administer the act. E 
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By Nick Seaward in Kuala Lumpur 
M alaysia's hard-pressed banks have 
won a major concession from the 
government on the treatment of non- 
performing loans in their annual ac- 
counts. Following a ruling by Bank Neg- 
ara Malaysia (BN, the central bank), it 
will now bè left to the discretion of a 
bank's board of directors to- decide 
when a loan has become non-perform- 
ing — and therefore when to suspend 
the inclusion of interest as^ income. 


Since 1 January BN had been forcing 


banks to treat all loans which are more 
than 12 months in arrears as non-per- 
forming, retroactive to the financial 
year ending on 31 December 1985. . 
The concession to the banks comes 
at a time when overall bank lending is 
believed to have reached almost 100% 
of deposits, and when as much asa third 
of all lending to the private sector 
is accounted for by advances to the 
severely depressed property sector. 
This sudden about-turn by the au- 
thorities may have come too late to pre- 
vent a drastic fall in the banking sector's 
profitability, however. Of the-five of 
Malaysia's top 10 banks that have so far 
reported their 1985 accounts, three — 


. Development & Commercial Bank and | 


Kwong Yik Bank and Public Bank — 
have already reported sharply reduced 
profits, while the remaining two — 
Malayan Banking and Malayan United 
Bank — have managed increases but 


have suffered a decline in their rates of | ^" 


return on total assets employed. 

Of the remainder, it is not clear whe- 
ther the new ruling has come in time to 
affect annual results which may be in the 
process of compilation. The new ruling 
applies only to those accounts which 
have not been submitted to and ap- 
proved by BN. It could, therefore, en- 
able United Asian Bank — whose 1984 
and 1985 figures had been held upby BN 
pending a one-for-one rights issue — to 
avoid having to report the loss of its last 
audited reserves (REVIEW, 24 Apr.). 

The purpose of the government in 
relaxing the guideline is not primarily to 
safeguard the well-being of the banks. 
Banks have been taking tough action 
against defaulters once loans have pass- 
ed the 12 month deadline and the cries 
for help from the business community 
— particular from bumiputra (indigen- 
ous Malaysian, mainly Malay) com- 
panies — have become increasingly 
frantic. In March, the Federal Territory 
branch of the National Malay Chamber 
of Commerce and Industry appealed to 
the governmentto instruct banks to give 
a breathing space to bumiputra com- 
panies and in June the Finance Ministty 
is believed to havé requested banks to 


"EE 


go easy. on them. ^^ - 











The gofernment 
pressure will be take 

































nesses which have bee ni 
their debt-servicing due ut 
economic recession. If i  ., ule gov- 


ernment is proposing tó introduce 
amendments to the Companies Act 
which will permit stricken companies to 
apply to the courts for Official Manage- 
ment, under which they will have pro- 
tection from creditors while they at- 
tempt to restructure their finances, 
similar to protection available to com- 
panies applying to reorganise under 
Chapter 11 of the US bankruptcy laws. 
While the banking sector is having to 
cope with increasing demands for easier 
repayment of existing loans, it is also 
being forced by the government to offe 
increasingly lenient terms for new leni 


Bank Negara 


ing — in particular to the government's 
special low-cost housing scheme. A 
total of M$1.5 billion (US$564 million) 
has to be lent by the banks and finance 
house by 1988 to finance the purchase of 
240,000 houses: repayment of these 
loans has now been extended to a maxi- 
mum period of 30 years, with reduced 
initial instalments, and banks will have 
to accept applicants whose loans would 
normally extend beyond retirement 
age. Furthermore, those applicants 
without a downpayment from their Em- 
ployees’ Provident Fund savings will be 
lent 100% of the cost of the house. 
The exact amount of the banking 
sector's provision for bad and doubtful 
(including non-performing) debts is not 
known as BN has not issued figures for 
1985 yet. However, by t 






he end of 1984 
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K ic percentage had risen from 2.7% to | 


n 


.l/o Ofat loans and advances of 
M$66.7 billion. M the level of bad loans 
remained constant last year, the M$71.8 
billion in outstanding loans and ad- 
vances recorded by BN for the financial 
system as a whole suggests that M$2.7 
billion is officially at risk, even without 
the new definition of what contitutes a 
non-performing loan. 

The main problem a*eà for the banks 
is undoubtedly real estate, which by the 
end of last year had soaked up 34.5% of 
total credit extended to the private sec- 
tor by the financial system. The high- 
rise commercial and condominium resi- 
dential sectors, which have suffered the 
most from the down-turn in the econ- 
omy and chronic over-capacity, ac- 
counted for M$14.8 billion, or 22.596 of 
total loans of the banking system. Some 
property consultants estimate privately 
that few — if any — of the develop- 
ments built since 1983 are covering their 


costs. 
J ust recently it was reported that 

UDA Bukit Nanas (UBN), which has 
just completed a massive complex in 
Kuala Lumpur including the prestigious 
Shangri-La Hotel, has started negotia- 
tions with its banks on the rescheduling 
of a M$120 million loan. Another loan 
for M$100 million from Malayan Bank- 
ing has already apparently been re- 
scheduled. 

The UBN project is the first major 
property development to have appear- 
ed on a growing list of rescheduling 
schemes. The fact that the Kuok 
brothers and the Malaysian Urban 
Development Authority (UDA) are the 
joint owners of the property is being 
taken as an indication that others have 
already quietly arranged extended re- 
payment schedules, or else are soon to 
follow. According to reports, the 
Maybank loan's grace period has been 
extended from four years to six but the 
interest rate has been raised by 0.5-1%. 
Che M$120 million syndicated loan may 
nave its grace period extended by a simi- 
lar margin. 

It is hardly surprising that many 
foreign banks which have minority 
stakes in Malaysian banks are now try- 
ing to sell off their holdings. Only re- 
cently it was announced that Morgan 
Guaranty Corp. had sold its 13.796 
holding in Bank of Commerce and there 
have been unconfirmed reports that 
Banque Nationale de Paris is con- 
templating a similar action with its stake 
in Oriental Bank. One of the changes to 
the banking regulations announced by 
BN was a relaxation of the restriction 
imposed last year, limiting corporate 
ownership of any Malaysian-registered 
bank to 20%. This new concession will 
enable foreign minority shareholders to 
sell off their holdings to the existing 
majority holder, instead of having to 
find a new investor to take their stakes 


off their hands. Hi O 
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Liquid asset stripping 


Japan turns from Saudi Arabia to Indonesia for its LPG 





By Vaudine England in Jakarta 


series of contracts between the 

Indonesian Government and seven 
Japanese corporations signed on 15 
July will make Indonesia one of the 
world’s largest liquefied petroleum gas 
(LPG) suppliers. They commit two In- 
donesian plants to produce a total of 
1.95 million tonnes of LPG annually for 
10 years. 

Expansion work on the Arun and 
Bontang plants (located in Aceh, 
Sumatra and East Kalimantan, respec- 
tively) is needed to fulfil the contracts at 
a cost of almost US$1 billion. But these 
deals are the only bright spot on the 
horizon for the beleaguered petroleum 
sector. 

Financing for the plant expansions is 


l^ | : | m 
outlook. 


to come from a consortium of Japanese 
groups, backed primarily by the Export- 
Import Bank of Japan with co-financing 
from the Long-Term Credit Bank of 
Japan, among others. At Arun, new 
LPG production of 1.65 million tonnes 
is planned (though capacity increase 
will be 1.85 million tonnes). At Bon- 
tang, 350,000 tonnes of capacity is on 
the drawing board. 

Pricing for the LPG is to be based on 
the Middle East price, with a US$3 a 
tonne premium added. This reflects 
the approximately US$10 difference in 
transport charges between LPG ship- 
ped to Japan from Saudi Arabia and 
from Indonesia. Japan’s main source of 
LPG has been Saudi Arabia, but pro- 
duction there has been directly tied to 
its wildly fluctuating production of oil. - 








2; A 
Japan's search for a stable supply of | | 
LPG led to the Indonesian deal, with - 
the added bonus of a net gain on trans- | 
port charges of about US$7 for the Ja- 
panese. With the construction of the 2 
million tonnes of extra LPG capacity in 
Indonesia, the long-term benefits to f 
both parties are obvious. With the con- | 
tracts, Indonesia has secured the Japan- | 
ese market for LPG. | 





JT 
The buyers of the LPG are Nippon A! 
Petroleum Gas Co.; Idemitsu Kosan 
Co.; Cosmo Oil Co.; Showa Shell 
Sekiyu; Kyoda Oil Co.; Mitsui 
Liquefied Gas Co., and Mitsubishi 
Corp. The consortium of financiers 
comprises Mitsui, Mitsubishi, C. Itoh, 
Sumitomo and Nissho Iwai Corp. Ac- | 


^ 
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volved, talks on financing have been || 


cording to the Japanese bankers in- i 
going for a year and should be finalised HH | 
in September. < 
The five firms will form a financing 
unit registered in Tokyo which will ad- 
vance the project cost-for the plant ex- | 
pansions. By a formula still under dis- || 
cussion, this cost will be discounted | 
from the price of the LPG. . | | 









In a significant display of the Indo- || 
nesian Government's commitment to | | 
belt-tightening, this financing will be 
non-recourse. “From our side," said aj 
Japanese banker, “it means a greate 
risk, as it all depends on the feasibility & - 
the new plant. And the government o 
Indonesia does not want to be pulled 
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Construction at both the plants is | 
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` also in Japanese hands. Japan Gas 

Corp. (represented in Jakarta by Mit- 
sui) will build the Arun extension 
and Chiyoda Construction (represent- 

ed by Mitsubishi) will work at the 

Bontang plant. (These appointments 
are assumed but not yet signed pend- 
ing the conclusion of the financing 
talks.) 

The Arun LPG plant will be ope- 
rated under a production-sharing con- 
tract with Pertamina (the national oil 
company) by Mobil, and the Bontang 
plant by Total Indonesie, Huffco and 
Unocal. 

At Arun, construction will proceed 
in three stages. The first is for a refriger- 

ation and storage plant for 600,000 ton- 
nes of LPG. The second is for a com- 
plete extraction unit and pipeline to the 
_ Arun gas field, and the third for another 
- extraction plant. LPG under the new 
.. contract will flow in October 1988. 
_ At Bontang, in addition to an extrac- 
tion plant, a jetty must be built, which 
; will also be available for LNG tankers. 
| The cost of the deal to the Indo- 
,nesians is a tight affair. With a cur- 
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rent average LPG price of around 
US$100 a tonne and an assumed start- 
up of deliveries in 1988, the Indone- 
sians stand to make US$2 billion at 
the end of the 10-year contract. That 
looks like a net gain of US$1 billion by 
1998, assuming no major changes in the 
market. 

As a couple of oil executives have 
pointed out, however, LPG could easily 
be in oversupply due to the relative ease 
of its production process. LPG prices 
have alreadysdropped to US$80 a tonne 
on some North Sea contracts from 
US$200 only seven months ago. 


T- costing of the capital investment 
in the plants is an important variable. 
Precise figures are for Arun to cost 
US$675 million, for Bontang to cost 
US$147 million and for interest pay- 
ments to push the total to US$943 mil- 
lion. “So, it will probably reach US$1 
billion," said one analyst. A European 
oilman was more blunt: “It doesn't look 
right now like a very good project but no 
one is willing to give up." 

In the contract's favour are a number 


The cut of the cloth 


| Taiwan hopes harsh US textile curbs will ease other pressures 


JA By Carl Goldstein in Taipei 


n Ax textiles-trade agreement sign- 
IP ed by US and Taiwan representa- 
| tives in Geneva on 13 July has the is- 
| land's manufacturers scrambling to count 
|. the costs of the accord, which will limit 
| annual growth in exports to the US to 
| 0.5% by volume through the end of 1988. 
| X Atthe same time, Taiwan's trade of- 
| ficials are hoping — somewhat unrealis- 
| tically, given the plethora of other 
| thorny bilateral issues — that the agree- 
|| ment may help moderate protectionist 
| sentiment in Washington as the two 
| sides prepare for upcoming annual 
| trade consultations scheduled for 4-8 
| | August in Washington. 
| An official of the Taiwan Textile 
| | Federation said the bilateral pact, which 
| takes effect retroactively to 1 January, 
| will cost the industry US$600-700 mil- 
| lion during the next three years. The 
| loss results in part from the lowered an- 
| nual.growth limits, which had been up 
| to 2% under the old agreement. More 
| importantly, the new base is set at a 
| lower level: 7% below 1985 levels, 
| which were already down 5% from the 
| previous year because of poor demand 
| inthe US. “We had been looking to this 
| year as a chance to recoup our losses 
| from 1985," said the president of one 
| Taipei-based apparel company. 
| “There’s not much chance of that now," 
d! he said. 
| The new agreement is also more 





sweeping than the old one by bringing 
silk, linen and ramie fabrics and apparel 
under quota limitations, following the 
pattern set in the bilateral US-Hong- 
kong pact settled on 30 June (REVIEW, 
10 July). Previously, manufacturers 
have been able to increase shipments to 
the US, the industry's major market, by 
expanding into unrestricted categories 
and by enlarging production of other 
items that had not used up their quotas. 
This agility had brought Taiwan an 
average 14% annual growth in the value 
of its US-bound textile and apparel ex- 
ports between 1981 and 1985. Even with 
last year's downturn, exports totalled 
US$2.41 billion. In terms of quantity, 
the 1.6 billion yd2 shipped meant 
Taiwan was the largest supplier to the 
US market. 

“We realise we can't possibly con- 
tinue the rapid growth of the past sev- 
eral years," Vincent Siew, Taiwan's 
chief trade negotiator and director-gen- 
eral of the Board of Foreign Trade 
(BoFT), told the REVIEW. He and other 
officials said the new accord meant the 
industry, in order to survive, would be 
forced to move more quickly to upgrade 
its production equipment and go into 
high-fashion areas. This has been dis- 
cussed a great deal, but with only li- 
mited progress so far. Industry analysts 
also pointed to the need to diversify 
markets. In recent years, almost 40% of 
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of long-term benefits. The facil 
be built can be used for 
— and they will likely Ue renewed. With 
the feasibility of extracting LPG from 
liquefied natural gas (LNG) now con- 
firmed, the building of new LNG trains 
for a prospective deal with Taiwan, for 
example, can easily be expanded to in- 
clude LPG production at little incre- 
mental cost. New uses are being found 
for the gas and"Indonesia will be well- 
placed to capitalise on increases in de- 
mand. 

Indonesia's experience in LPG con- 
tracts dates to 1978, when the standard 
production of around 200,000 tonnes of 
the gas was raised in response to Japan- 
ese requests. A major peg of the LPG 
expansion programme was a new LPG- 
separation facility at Tanjung Uban, 
Sumatra. Located on Bintan Island near 
Singapore, the plant cost US$68 million 
on paper and was scheduled to begin op- 
eration early this year, with an LPG 
production capacity of 450,000 tonnes a 
year. Construction was completed or 
schedule in November 1985, but full 
scale production has yet to begin. 


Reagan: veto challenge. 





textile exports have gone to the US. 
Other markets like Japan or the EEC 
are relatively hard to penetrate, how- 
ever, because of tight import bar- 
riers. 


rade officials and industry circles in 

Taiwan, searching for a silver lining 
in the textiles accord, were hoping it 
would help improve the atmosphere in 
Washington. *We think this agreement 
should reduce pressure in congress for 
the Jenkins Bill," said Siew, referring to 
the measure — now awaiting a 6 August 
vote in the House of Representatives on 
an attempt to override President 
Reagan's veto — which would slash 
textiles imports from Taiwan and 
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| plants producing. PG: the Arco-oper- 
ated Arjuna plant, the Santan plant 
run by Union Oil and two Pertamina- 
run plants, Rantau and Mundu. LPG 
production began at Cilacap in 1983, 
and at Balikpapan and Durgai in 1984, 
leading to a cumulative increase in LPG 
production of 71% in 1984 (to a total of 
878,300 tonnes). e^ 
This dropped 7.495 in 1985, mainly 
because of declining production at Ar- 
juna. Last year, more than 5896 of LPG 
exports went to Japan. Indonesia's sec- 
ond-largest buyer is Asean (3995), 
primarily Thailand and Singapore. 
Domestic consumption of LPG is being 
encouraged and has increased an aver- 
age of 29% during 1980-85, 
a US Embassy study. 


M eanwhile, the country's major con- 
tracts for LNG remain in the air as 
negotiations on price continue with 
apan. Special adviser to the Ministry of 
ines and Energy, Wijarso, was in 
pan in late July in connection with the 
talks. At stake is a total of 14.7 million 


loads 
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Taiwan textiles worker: mo ving upmarket. 


everal other countries by up to 40%. 

In the US, however, textile industry 
epresentatives denounced the agree- 
1ent for failing to achieve a three-year 
'eeze, as the US reportedly had origi- 
ally demanded of Taiwan, Hongkong 
nd South Korea, the three top import 
uppliers. 

On 30 June, negotiators from Hong- 
ong and the US signed an agreement 
‘hich allowed the territory a yearly in- 
rease averaging about 1% on its textile 
«ports to the US through the end of 
991. Following the announcement of 
ie agreement with Taiwan, Charles 
arlisle of the US Trade Representa- 
ves (USTR) office said.the more 
vourable conditions granted to Hong- 
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tonnes of LNG contracted to be sold to 
Japan. There is also a 1983 contract with 
South Korea, for 2 million tonnes of 
LNG for 20 years, not to mention the 
prospect of a 1.5-million tonne deal 
with Taiwan. 

The problem is that the fifst con- 
tracts with the Japanese, dating back to 
1973, stipulated a price formula which 
tied LNG prices to those of crude oil. As 
prices for the latter fell through the floor 
in December 1985, buyers felt that LNG 
prices should follow real crgide prices, 
and not Pertamina's government selling 
price, which remains high. 

Japan gets 50% of its LNG from In- 
donesia and could not immediately find 
an alternative source, despite its deve- 
lopment of suppliers in Australia and 
Thailand. However, Indonesia needs 
the deals as much as the Japanese so 
Jakarta will have to compromise. 

All the foreign oil companies en- 
gaged in production-sharing contracts 
involving LNG were initially involved in 
the talks but, reported a foreign oil exe- 
cutive: “It became clear that it was not 
Strictly a contractual problem. It is 


kong reflected the fact that it was a free 
port, while Taiwan has “prohibitively 
high tariffs” on US textiles and gar- 
ments. 

Taiwan’s high tariff levels have long 
been a major bilateral issue, but ‘with 
the upcoming trade consultations taking 
place in a Washington atmosphere 
charged by huge trade deficits and an 
approaching US election, the question 
has become acute. Taiwan risks becom- 
ing a particular target for retaliation be- 
cause its trade surplus with the US con- 
tinues to grow by leaps and bounds — it 
reached US$6.15 billion in the first half 
of 1986, up 30% over the same period 
last year — and because of a growing 
perception in the US Government that 
Taipei is moving far too slowly to carry 
out agreed-upon market-opening mea- 
sures. 


T. purpose of the trade consultations 
in early August will be to deter- 
mine the extent of Taiwan's continued 
benefits under the generalised system of 
preferences (GSP), a programme de- 
signed to aid developing nations by al- 
lowing certain products duty-free entry 
to the US. Last year, Taiwan was the 
largest beneficiary, with US$3.2 billion. 
or 2276, of its exports to the US gaining 
GSP exemptions. 

The USTR is required by law to de- 
termine on an annual basis that be- 
neficiaries are making sufficient pro- 
gress in reducing tariff and non-tariff 
barriers; liberalising restrictions on US 
service industries, including banks and 
other financial institutions; sufficiently 
protecting intellectual-property rights, 
and improving labour conditions. Fol- 
lowing the negotiations, the USTR will 
launch an internal review that will 
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much more political. The amounts are | 
so big, and Indonesia needs them." st 

Mobil Oil has already completed a 
sixth LNG train at the Arun plant and | 
could begin delivery to South Korea - 
with 45 days’ notice, but expects the de- _ 
lays to drag on perhaps until the end of | 
the year. The South Koreans will not ac- 
tivate their contract before the J apanese 
agree on a new pricing formula. 
Likewise, the Taiwanese deal is not yet 
signed, though construction of a receiv- | 
ing terminal in Taiwan has begun. 

Other suppliers to Japan are watch- 
ing the talks carefully. These include | 
Malaysia, Brunei, the US (in Alaska) | 
and Abu Dhabi. Indonesia is willing to j" 
reduce the LNG price, but does not | 
want to see it tied irrevocably to plung- : 
ing crude values. ; 

The effect is that the automatic link- - 
age between LNG prices and crude has | ^ 
been severed for the foreseeable future. | 
With 2.1 million tonnes excess capacity |. 
of LNG now, the market could be one - lj 
of the most promising for Indonesia. Br 
But the longer the talks continue, the - y 
more revenue is lost from new sales. gg it 


lead to a formal decision in January. 
"These talks will be Taiwan's last Es 
chance to make the case that it's m | 
[^ 













enough progress before the GS 
review," said a source at the American | 
Institute in Taiwan (AIT), the quasi-of- | 
ficial organisation that replaced an em- |. 
bassy when the US shifted diplomatic | 
recognition to China in 1979. In several | 
inconclusive rounds of talks since April, |. 
the US has presented a list of 71 pro- | 
ducts on which it wants tariffs, which | 
currently run as high as 75%, cut by | 
half. These items include some agricul » 
tural products and processed foods, |. 
computers and other high-technology | 
equipment, cosmetics, and electrical _ y 
appliances and instruments — areas d 
where the US feels its products are com- 1 
petitive but are being kept out by high |. 
tariffs. H 

Many in Taiwan argue that even || 
total elimination of the tariffs would not M 
substantially reduce the US-Taiwan |! 
trade gap because more competitive Ja- É 
panese companies would seize the bene- | 
fits. Nonetheless, both political realities 
and the increasing recognition that high 
tariffs harm Taiwan by coddling ineffi- | | 
cient industries and allowing companies | 
windfall profits at the expense of con- i] 
sumers, are pushing the Taiwan Gov- |: 
ernment in the direction of tariff reduc- 
tion. 

BoFT and Ministry of Finance offi- 
cials declined to comment on what posi- 
tion Taiwan would take in the August | 
talks, but local press reports have said _ 
that a decision has been taken to gradu- 
ally lower tariffs in many of the areas _ 
targeted by the US, as well as some 
others, but not as much as the requested - 
5096. In addition, Siew said he had | 
given the US textile negotiators “assur- 
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ances" that tariffs on textile products 


= would be cut, but that he had made no 


specific commitment. The US has held 
out the possibility that substantial ac- 
tion by Taipei to cut tariffs and other 
barriers could result in a more favoura- 
ble textiles agreement to take effect 
after 1988. 

Another sore point between the US 
and Taiwan is market access for Ameri- 
can beer, wine and tobacco. In October, 
Taipei won a temporary respite from 
further trade pressure by agreeing to 
open its markets to these products 
(REVIEW, 31 Oct. '85). The Taiwan side 
set a 1 August deadline for the market- 
opening to take effect, but three rounds 
of talks since then have stalled on the 


. Tobacco and Wine Monopoly Bureau's 


insistence on levying a 185% monopoly 
tax and banning advertising by Ameri- 
can companies. 

A three-member team of negotiators 
from the USTR made an unpublicised 
trip to Taipei in late June to discuss the 
issue further, according to AIT sources, 
but bureau officials refused to meet 
them. The stalemate on this issue is rais- 
ing the strong possibility of an unfair- 
trade practice action — under section 
301 of the Trade and Tariff Act — being 
lodged against Taiwan. If this happens, 
the White House can order retaliatory 
action against the offending country's 
imports up to the value of the market it 
believes is being denied by the alleged 
unfair practices. 


» Paul Ensor writes from Seoul: Talks 
in Washington between US and South 
Korean textiles trade negotiators ended 


. on 19 July with no progress beyond an 


agreement to meet again soon in 
Geneva, where delegations from both 
sides are participating in talks aimed at 
the renewal of the Multi-Fibre Arrange- 
ment (MFA). A new bilateral settle- 
ment along the lines of the Hongkong 
and Taiwan agreements is likely to be 
agreed on around the time of the MFA 
deadline, which is 31 July. 

The US has been pressing South 


. Korea to accept roughly the same stand- 


ards it has imposed on Hongkong and 
Taiwan — holding volume growth of 
shipments to the US to less than 2.576 
on 1985 levels, and bringing new pro- 
ducts (notably silk, linen and ramie) 
under export quotas. Negotiators from 
Seoul have already agreed to this pro- 
posed broadening of product range. 
South Korea was the last approached by 
the US on new restrictions, and thus not 
surprisingly is the last to settle the mat- 
ter. The South Koreans have taken their 
traditional line that as the smallest of 
the large Asian exporters, they deserve 
more favourable treatment. Their wish 
to move discussions to Geneva may be 
part of a face-saving plan — so that 
when the final bilateral agreement is 
made and announced to the public, it 
will be accompanied by announcements 
on a renewed MFA. 
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Manufactured success 


Malaysia’s national car is embroiled in row over exports 


By Nick Seaward in Kuala Lumpur 


Mim national car, the Proton 
Saga, is one year old, and it can be 
judged a success — of sorts. With the 
help of preferential tariffs on imported 
components and the government's will- 
ingness to underwrite loss-making ex- 
factory prices, the stylish four-door sa- 
loon has captured 56% of the market in 
Malaysia for passenger cars with engine 
capacities of less than 1,600 cc. The only 
trouble is that this market has shrunk by 
20% this year to a projected 42,300 
units — a little more than a third of the 
Proton's manufacturing capacity. 

Plans to export the Saga have been 
brought forward now that the full extent 
of the downturn in the Malaysian car in- 
dustry has become apparent. The ultra- 
modern M$600 million (US$226.4 mil- 
lion) plant of Perusahaan Otomobil Na- 
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Proton Saga assembly: exporting earlier. 


sional (Proton) at Shah Alam is cur- 
rently turning out only 17 units an hour, 
nearly 25% below the capacity of even 
the reduced workforce employed at pre- 
sent. Proton is hoping to take up this 
slack by selling 200 of the cars a month 
to each of the five developing countries 
Bangladesh, Brunei, Pakistan, 
Papua New Guinea and Sri Lanka 
pinpointed as markets that present the 
best hope of sales and require the fewest 
modifications to the car. 

However, an unseemly public row 
has broken out recently over Proton’s 
long-term plans to export the Saga to 
one of the largest potential markets for 
right-hand drive cars — Britain. A small 
Kuala Lumpur-based company, Edar- 
luas Enterprise, objected angrily to a 
statement by Proton's executive direc- 
tor, Datuk Wan Nik Ismail, on 9 July 
that Proton had set up its own export- 
marketing division some six months ago 
and that no agreement or understanding 
existed with Edarluas over the export of 
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the car to Brigain or any other country. 


The deputy chairman of Edarluas, 
Mohamed Ramli Kushairi — himself a 
powerful figure in bumiputra (indigen- 
ous Malaysian, mainly Malay) business 
circles — distributed copies of corres- 
pondence with Proton and its majority 
shareholder, Heavy Industries Corp. of 
Malaysia (Hicom) which he claimed was 
proof that his company had been en- 
couraged by Proton to go ahead with 
plans to establish an associate company 
in Britain to import the car. Edarluas, 
said Ramli, had spent M$500,000 over 
two years to determine the best way to 
adapt the car to British safety specifica- 
tions and had passed on the result: 
the research to Proton. 

More damaging to Proton is Edar- 
luas’ claim that the Saga could be 


NICK SEAWARD 


brought up to British standards in `` 
than 12 months at à total cost to Prc 

of no more than M$1.5 million. Mit- 
subishi Motor Co. (MMC) — which to- 
gether with Mitsubishi Corp. owns 30% 
of Proton's equity, provided the design 
of the Saga and supplies the engine and 
transmission in kit form — is reported to 
have told Proton that modification to 
British standards would cost more and 
take up to three years to achieve. 


here is a widely held suspicion in 

Malaysia that MMC is dragging its 
feet over the export version. It has also 
been pointed out that if the MMC sched- 
ule is accepted, by the time the Saga 
gets onto the British market, MMC will 
have come out with a new model to re- 
place its Lancer Fiore model, which 
forms the basis of the Saga design. 

Attempts to quash these rumours. 
have not been helped by the fact that 
Mitsubishi Corp. has been putting pres- 
sure On the Japanese shipping company. 
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uas On arrangenn 
car to overseas mark 


telex from K Line's Singapore office 


warned Edarluas to stop holding price- 
comparison discussions with a rival 
shipping company, NYK Line. as NYK 
belongs to the Mitsubishi group and had 


been relaying every move made by 


Edarluas back to its parent. Mitsubishi 
Corp., K Line revealed, is, meanwhile, 
negotiating directly with Proton to win 
the export business. 

Proton would be vulnerable to 
charges of being anti-bumiputra if it 
were to give Mitsubishi the export busi- 
ness while there was a viable bumiputra 
alternative. Attempts by Wan Nik to 
deny Edarluas’ claim to be a serious 
contender have already backfired on 
him when it was pointed out that it was 
the latter which shipped 10 units of the 
car into China to coincide with Malay- 
sian Prime Minister Datuk Seri 
Mahathir Mohamad's official visit in 

ivember. It is also known that Proton 
-4gineers held meetings with Edarluas' 
British partners over a period of 10-12 
days in Britain last September. 

Equally embarrassing to. Proton is 
Edarluas' claim that it has firm orders 
for 800 Sagas from China, 500 from 


Jamaica and 200 from Hongkong and (dH 


Macau. 


Another string to the Edarluas bow | 
is its relationship with the British-based | 
Austin Rover, | 


car manufacturer, 


through Mainland Investments; Edar- | 
luas’ British partners in Proton Cars 


(UK). Austin Rover has approached 


Hicom with a proposal to form a joint | 
venture in Malaysia for the manufacture | 
of components for the Saga and for | 


Austin Rover models. 


Austin Rover also proposed bringing - 


in its 1,000-cc Metro and 850-ce City 


models for assembly under the Proton | 
marque, providing an immediate exten- | 


sian of the Proton range in the lower 

d of the market suitable for export to 
most countries. Under present Proton 
planning, the first new model is not ex: 


pected to be produced until 1990, while | 


a hatchback version of the Saga will be 
launched next July. 
Although Mitsubishi's stake in Pro- 


ton seems certain to preclude the assem- | 
bly of British cars at the plant, the presi- | 


dent of Hicom, Tan Sri Datuk Jamil bin 
Mohamed Jan, is understood to have 
given an encouraging response to the 
components proposal and sources say 
that it has now been referred to Minister 


of Trade and Industry Tunku Razaleigh | 
nor | 


Hamzah. Neither the office of Jamil 
Razaleigh was prepared to comment on 
progress, but there is undoubtedly pres- 
sure on Proton to increase the local con- 
tent of the car from the 42% achieved 
with the commissioning of the body- 
stamping plant this year, to the mini- 
mum of 60% needed for the Saga to be 
accepted internationally as a Malaysian- 
built car for tariff purposes. ^ 
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Thailand decides to help re-build a destroyed tantalum plant 


By Paisal Sricharatchanya in Bangkok 
he That Government has decided in 
panel to help the troubled Thai- 
land Tantalum Industry Corp. (TTIC) 


boost. Phuket-based S. A. Minerals 
an ore-dressing and mineral-trading 
group headed by a naturalised Thai i 
Malaysian origin, Yeap Soon Aun 
and the International Finance Cor 
(IFC, the World Bank's investm 
arm) are the two major shareholde 
owning 45% and 12.5%, respectively. 

The possibility of a governm 
stake is not a new one. In 1980, after } 
plant was first approved, the govert 
ment told TTIC that it would have to b 
prepared to allow a 30% governmei 
holding. But for unknown reasons, th 
government decided in 1981 to forf 
that option. But the Industrial Financ 
Corp. of Thailand, a quasi-governme 
development bank, took 5% equity an 
later lent the venture Baht 60 millio 
from a Baht 110 million credit line. 

The company also sought a 10-yeai 
Baht 485 million loan at 3.5% interes 
Payments are to start after TTIC repay 
all existing loans, and the timing of th: 
depends upon the debt-restructu 
talks. 

Nearly 80% of TTIC's Baht 965 
lion debts are from foreign sour 
TTIC owes US$8.1 million to the I 
US$15.4 million to an IFC-led syndi 
of 11 foreign financial institutions, 
| US$5 million to other overseas lend 

The IFC is said to understand the c 
 pany's need to restructure the debt, 
terms are to be discussed when an 
mission visits Bangkok late this mont 

Assuming the debt is restructu 
and TTIC gets the financial assistance 
seeks, the next hurdle is a new site. Te 
avoid future conflict, TTIC has aske« 
that government engineers work withi : 
own staff to choose the new location — 
a request yet to be answered. Of thi 
sites under consideration, the eastern 
seaboard, where a large industri 
development programme is planned 
appears to be the main candidate. : 

Another uncertainty is how the post- 
election government will view the pro: 
ject. The Democrat Party, a member o! 
the outgoing coalition which is expected 
to become a key partner in the new coali- 
tion, has in the past opposed the 
Phuket plant. But that opposition ap- 


billion 
chemical-process- 
ing plant in Phuket wasedestroyed 
beyond repair during violent disturb- 
ances on 23 June (REVIEW, 3 July). Al- 
though details have yet to be finalised, 
the decision increases the likelihood 
that the project will be revived. 


re-build, after its Baht 1.2 | 
| 
| 
| 
In what is seen as a goodwill gesture 
| 


(US$46 million) 


to both the company and the investment 
community, the government has agreed 


to take equity in TTIC, give financial as- 


sistance, and help select a new site, It 
will also help negotiate with TTIC's 
creditors to restructure its debt. 

The government has been under 
some criticism for failing to prevent the 
destruction. The first in Asia (REVIEW, 
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26 June), the just-completed plant was 
burned down shortly before it was due 
| to begin production. Although no speci- 
fic timeframe has been set, it was under- 
stood that the present administration 
would try to wrap up details of the as- 
sistance package before its tenure ex- 
| pires with the formation of a new gov- 
ernment following the 27 July general 
election. To do otherwise, it is felt. 
might show a lack of responsibility and 
would complicate the project's status. 
According to TTIC sources, the gov- 
ernment was asked to take 30% equity 
by purchasing shares from all existing 
| shareholders on a pro rata basis. So far, 
only 50% of the company's Baht 725 
million registered capital has been paid 
| up. Assuming that the request is met, 
| the same shareholders PE pay up the 


other 50% for an additional capital 


possible | environmer 
hazards would threaten the islan 
booming tourist industry. Given the 
conclusion from environmental stud 
that the plant would not pose such a 
danger, there appears no reason for o 
position — if the venture is re-sited in an 
industrial zone. 

Perhaps TTIC's most difficult task 
will be to realise its insurance claim. The 
plant carried a US$29.5 million policy, 
with an automatic 3096 cost esca 
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l-orchestrated act of arson (in 
hich case it would be covered), citing 
ich evidence as the use of a 50-gallon 
drum of petrol and the use of inflamma- 
ble objects to set vital machinery alight. 

he insurers, however, maintain that 
€ damage was caused by rioting. The 
direct insurer, Bangkok Ínsurance, re- 
sured about 9996 of the policy to 
reign firms (mostly in Britain). The 
spute is likely to end up in court. 

The impact on foreign investment 
as apparently been marginal. All for- 
gn chambers of commerce here agreed 
uring a meeting following the de- 
ruction that the incident would not 
image the investment climate. This is 
rgely because foreign investment was 
mited to the IFC, and because the de- 
ruction was seen as a specific instance 
conflict between rival political and 
Isiness interests. 

In the words of American Chamber 
'esident David Lyman: "It does not re- 
ct a general mood against industry or 
oreign investment... But if another in- 
dent like this occurs, we can write off 
reign investment for five years." 


"vernment investigators have still 
een unable to identify who was be- 
d the destruction, or to explain their 
otives. Aside from the numerous 
urs, the disclosure by TTIC presi- 
t Brian Hills that some crucial docu- 
its — drawings of machinery instal- 
ons and piping and control systems 
were mE after the burning 
ggests it might have been a case of in- 
strial espionage. 

But as Hills pointed out, the theft 
ould not jeopardise plans to build the 
w plant given other duplicates kept 
re and in West Germany. Also, 
other crucial set of electrical-wiring 
awings kept at a separate office in the 
iuket plant was left intact. It was not 
sar whether the missing documents 
e stolen by those elements that insti- 
'd the violence or others who might 
ve thought they could sell the docu- 
nents at a price. 

Excluding the design and engineer- 
g fees, which the company would not 
ve to pay again, the new plant alone 
excluding land- nido cost — 
suld cost roughly US$30 million. Em- 
loying what was regarded as the most 
nodern technology in both processing 
d pollution control, the plant was 
ilt with know-how supplied by Her- 
ann C. Starck (Berlin), one of the 
orid's four tantalum processors. The 
st German firm in turn was commit- 
d to buy 50% of TTIC's production. 
Meanwhile, TTIC had requested — 
d was granted — a continuation of the 
jard of Investment promotional 
vileges. This essentially means any 
ditional machinery and equipment to 
imported for the new plant will be 
x-free. g 
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New Zealand continues to open its banking sector 







By Colin James in Wellington 


modest expansion of the number of 

banks allowed is expected under 
legislation introduced into the New Zea- 
land Parligment by Associate Finance 
Minister Richard Prebble on 17 July. 
Among them will be one, and possibly 
two, Australian banks and a New Zea- 
land insurance company with finance- 
company operations, as well as possibly 
two Australian insurance . firms with 
banking operations in Australia. 

The legislation was as much as fore- 
shadowed by the finance minister last 
year (REVIEW, 21 Nov. '85). It removes 
the power to create new banks from par- 
liament, and puts it in the hands of the 
central bank, the Reserve Bank (RB). 
In granting applications for registration 
as a bank, the RB is to | 
consider the applicant's 
capital, its ability to. | 
carry on. banking. its | 
standing in the financial . 
market and other mat- 
ters considered relev- 
ant. No minimum capi- 
tal is laid down in 
the bill, but Prebble 
specified NZ$30 mil- 
lion (US$15.9 million), 
NZ$15 million of which 
is to be paid up. 

Having freed banks 
and: other financial in- 
stitutions of most of 
their shackles, Finance 
Minister Roger Douglas || 
is relying in the new - 
legislation on "pruden- 
tial surveillance” of 
newly registered banks 
by the RB 
the financial system. Thus, the RB is to 
have discretion to impose any condi- 
tions it sees fit on registering a bank and 
is to have wide powers of inquiry and 
search over banks — and correspond- 
ingly wide powers to suspend or cancel 
registrations. With the minister's con- 
sent, it can intervene in a bank's opera- 
tions or recommend to the cabinet that 
it appoint astatutory manager, who may 
wind up or, with the RB's approval, sell 
Off, part or all of a bank — if the bank 
seems likely to go insolvent or act "in a 
manner prej udicial to the stability of the 
financial system." 

In the case of a foreign-owned bank, 
a statutory manager appointed under 
the legislation would have the power to 
form it into a company under New Zea- 
land law and appropriate the assets to a 
new company... 

The RB's powers are to apply also to 
other financial i institutions: M - including 





The RB: prudential surveillance. 
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merchant bangs. finance houses, trus- 
tee and savings banks and building 
societies. Rapid expansion of con- 
sumer-finance chains has led to what 
most commentators see as overcrowd- 
ing of the small-deposit taking field. 

Already, some are taking defensive 
action. The regional trustee. savings 
banks have formed themselves into a 
national company (with one small bank 
holding out). One of the big two build- 
ing societies, United, has added a real- 
estate arm. The Post Office Savings 
Bank, once the mainstay of small de- 
positors, has recently been the subject 
of a gloomy report suggesting drastic 
changes are necessary if it is to survis 
Each of the four main trading and cle... 
maceme ing banks have private 
savings banks which 
now face a troubled fu- 
ture. 

Nevertheless, there 
are takers for registra- 
tion as a bank under the 
new system. National 
Bank of Australia, 
which established a foot- 
hold by buying the small 
Beneficial Finance Co., 
has indicated it will 
seek registration. So, 
too, will New Zealand 
Insurance, which now 
owns the Marac finance 
| house. Still to decide 
5| are the Australian in- 
surance firms AMP and 
National Mutual, which 
have set up banking ope- 
rations in Australi 





to maintain the integrity of | and Macquariebank, which has a chui... 


of broker Francis, Allison, Symes. | 
The state-owned Government Life 
Corp. owns the other major consumer- 
finance chain, Broadbank. The big Bri- 
tish bank, National Westminster, owns 
a finance company and a merchant 
bank. Other foreign banks which have 
set up operations include the British 
banks Midland and Barclays; the US’ 
Citibank and France's Indosuez. The 
Australian conglomerate Elders IXL 
brought a rural-finance firm last year. 
The legislation is expected to be 
passed by the end of the year, but the 
government is not rushing things. A 
shiver was sent through the money mar- 
kets six months ago when a small finan- 
cial institution, Rakiura Holdings, de- 
faulted on a NZ $100 million bid on gov- 
ernment stock, forcing a tightening of 
the deposit and supervision rules on the 
RB's. „handling of the stock- -tendering 
system.” | : 





WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
Lotto—the world's most popular form of lottery. 
It's the lottery in which you pick your own 
numbers and it's called "6/49" because you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment, Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 


Mark six numbers on each game board 
you wish to play. 
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That's right ... you can win millions by picking your own numbers playing Lotto 6/49—Canada's most populai 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it's al 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than 
$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and ha 
been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity: i 
find out because now you can play the lottery that’s making so many millionaires in Canada. 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as weli as the 
draws in which they are entered.. 


HOW DO | KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 
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* Ail prizes quoted in Canadian dollars. AB 
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the total prize pool. Since the prize pool fluctuates fr. 
to draw, the size of the prizes will vary from the size 
prizes shown above. l 
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‘ince the 22 September 1985 meeting 
tof the Group of Five, the yen has ap- 
'ciated by 26% against the US dollar 
1six months — it appreciated by 33% 
m its low on 25 February 1985. Un- 
e earlier trends of the yen, the pre- 
D is unlikely to reverse 
Many believe that the present ex- 
ange rate of the yen is closer to 
pan’s “economic fundamentals” 
ch as prices, interest rates and 
»wth rates) vis-à-vis its trading 
tners as compared to the rates pre- 
ling earlier. — 

The yen-dollar rate is influenced by 
an's balance-of-payments surplus, 
ich is in turn influenced by the trade 
‘plus and the move of Japanese capi- 
¿to finance the budget deficit, 
rtfolio investment and direct foreign 
estment in the US. While the trade 
‘plus puts upward pressure on the 
the capital movement does the op- 





he falling oil prices, from US$30 a 
n January to US$10 a barrel in 
v. have led many to believe that the 
il price of oil will remain depressed. 
addition, the secular fall in real prices 
primary commodities is likely to con- 
ue. Both these factors will bolster 
pan's trade surplus. 

The Gramm Rudman Act, cutting 
> US budget deficit over time, and the 
ling interest rate differentials be- 
een US and Japanese capital markets 
resulting from the liberalisation of 
sanese financial markets — will dam- 
nthe flow of capital from Japan to the 
» to finance the US budget deficit. 

h these factors will put upward pres- 
on the yen and will not be counter- 
nced by increased Japanese 
rtfolio and direct foreign investment 
the US. 

The determination of the Tokyo 
mit participants to coordinate 
icro-economic policies should also 
ntribute to the continued strength of 
Hyen. f 
‘The strength of the yen will play an 
portant. role in international trade 
d'capital movements. The purpose of 

paper is to examine the general di- 
ction of the impact of the yen's ap- 
eciation on Asian developing coun- 
es (ADCs). Some implications of the 
ntinued strength of the yen on the ex- 
rnal sector of ADCs will also be 

wn. 

Although the yen-dollar rate has ap- 
eciated significantly, the impact of 
s appreciation on the exchange rate 
he ADCs with respect to the curren- 














en's rise: challenge and 
pportunity in Asia 
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cies of their major trading partners, as. 


seen in the trade-weighted exchange 
rate (TWER3 of the ADCs, has been re- 
latively sm@ll. Computations based on 
1982 trade weights indicate that the cor- 
responding depreciations of the ADC 
currencies ranged from a low of 2% 
(Bangladesh) to a high of 10% (In- 
donesia), with most currencies depre- 
ciating by 3-676. Consideration of other 
currency realignments (such as appreci- 
ation of the EEC currencies and depre- 
ciation of the Canadian dollar vis-à-vis 
the US dollar), increases the magnitude 
of the depreciation of the ADC curren- 
cies, but only slightly, with the range ex- 
tending from 3-15% . | 

In order to analyse the effect of the 
yen's appreciation it is useful to sepa- 
rate primary from manufactured ex- 
ports. Within the latter, a further dis- 
tinction can also be drawn. between 
traditional labour-intensive (clothing, 
footwear and textiles) and low-technol- 
ogy (household ceramics, metal table- 
ware; bicycle parts and toys) exports on 
one hand and high-technology (electro- 
nics, personal computers, cars) exports 
on the other. | 


I? the case of primary goods, includ- 
ing oil to a certain extent, the exports 
of individual countries are more or less 
homogenous and prices and volumes of 
world trade are determined in world 
markets (by the world demand and sup- 
ply) in dollars or sterling. The decision 
of individual exporting countries cannot 
influence the world price. The benefit of 
the yen's appreciation, in this case, is a 
possible increase in demand in Japan 
where commodities priced in dollars 
enjoy a cost advantage in terms of 

This, however, does not appear to 
have occurred because Japanese de- 
mand for these commodities is relative- 
ly price inelastic. | 

In the case of manufactured exports, 
the appreciation of the yen can be help- 
ful in two ways. First, by reducing the 
yen-price of commodities denominated 
in foreign currencies, it increases the 
competitiveness of manufactured ex- 
ports from all sources vis-à-vis domestic 
producers in Japan. Secondly, to the ex- 
tent that ADCs compete with Japan in 
third markets, by increasing the price of 






The authors are economists with 
the Asian Development Bank. How- 
ever, their views do not necessarily 
represent those of the bank. . 














Japanese exports in terms of say, the US 
dollar, the yen's appreciation makes 
ADC-manufactured exports more com- 
petitive in these markets. 

Available data indicates that the 
newly industrialised countries (NICs) 
have benefited through both of these 
channels. Despite the fears that intense 
competition from Japanese producers. 
(who had been unable to sell in interna- 
tional markets because of the strong. 
yen) coupled with the complicated dis- 
tribution system would all but preclude 
the ADCSs from penetrating Japanese 
markets, recent data shows that Japan's 
imports from South Korea, Hongkong, 
Singapore and Taiwan increased by 
25% in March over the same period last 
year. Most of these imports were steel, 
precision machinery, office and electro- 
nic products and chemicals. In addition, 
the rise in production of Japanese 
brand products and parts in the. NIC 
have also helped. o 
Consumer-electronics companies in 
Japan report a growing number of re- 
quests from NIC manufacturers for 
hcensed production of Japanese goods. 
Several such companies in Japan have 
also expanded their NIC-based parts 
production. For example, Okaya Elec- 
tric recently decided to increase its im- 
ports of condensers from South Korea. 
Similarly, while Ricoh Co. has decided 
to import computer components from 
Taiwan, NEC Home Electronics Co. 
has stepped up its import of colour TV 
parts from Taiwan. | 

Another major advantage of the 
yen appreciation on ADC trade has 
been the increased competitiveness 
of manufactured exports in third mar- 
kets. 

The evidence indicates that labour- 
intensive and low-technology exports 
of the ADCs have benefited mor — 
than high-technology exports. Th _ 
is because Japanese exporters of the 
former items are small- and medium- 
scale manufacturers who have “passed 
through” the yen’s appreciation (in the 
form of higher dollar prices) more than 
expe cvs of higher-technology items. 
The iatter are primarily large business 
houses and, therefore, could absorb re- 
duced profits resulting from not fully 
"passing through" the exchange-rate 
change. 

For example, Taiwanese ceramics 
which are “dead copies” of Japanese 
products were selling in the US for 
about 20% less than the Japanese origi- 
nals before the yen’s appreciation; by 
early December 1985, the discount had 
increased to 40%. On the other hand, 
while the yen appreciated by 26% with 
respect to the dollar, the dollar prices of 
Japanese cars and TV sets have in- 
creased .by only 4-12% between Sep- 
tember 1985 and March 1986. Despite 
this low “pass-through,” the evidence 

















ndICalcw. t uth Korea's car and 
parts exports h&ve’ gained competi- 
tiveness in the US and European mar- 
kets. 

General Motors of US has decided to 
import Daewoo compact cars from next 
year and hopes to double its 1987 im- 
ports in 1988. Several US and European 
car-makers have also switched from Ja- 
pantese to Taiwanese and. South Korean 
cn for parts. 

he major beneficiaries of the yen's 
appreciation have been the exporters of 
traditional labour-intensive and low- 
technology exports, followed by the ex- 
porters of high-technology manufac- 
tures. Exporters of primary goods have 
not gained much from the yen's 
appreciation. This means that 
the Asian NICs (Hongkong, 
South Korea, Singapore and 
Taiwan) and some South Asian 
countries (Bangladesh, India 
and Pakistan) have benefited 
the most from the yen's appre- 

nem ^ 

The immediate effect of the 
yen's appreciation on imports of 
the ADCs would be an increase 
in the import bill from Japan. 
On the average, the import 
share of Japan is the highest for 
Southeast Asia, followed by the 
NICs and then by South Asia. 
This means that the effects of the 
yen's appreciation would be 
most adverse for Southeast 
Asia, followed by the NICs and 
South Asia. 

In the longer run, the inter- 
mediate inputs and machinery 
imports from Japan will lose 
competitiveness compared with 
the US and other suppliers in the 
ADC market, and the import 
share of Japan in total ADC im- 
ports would decline. 

Among the ADCSs, South 
Korea was the first to an- 

unce that it would look for 
—41ropean and US suppliers for 
30 industrial, electronics and 
chemical products currently im- 
ported from Japan. A South Ko- 
rean team is scheduled to visit 
the US and various European 
countries later this year for this pur- 
pose. 


|" summary, the appreciation of the 
yen and other currencies leading to 
the depreciation of the TWER has not 
been an unmixed blessing for the 
ADCs. The competitiveness of the 
NICs, which export a range of low- to 
high-technology items, has increased in 
third markets. 

Several South Asian countries like 
Bangladesh, India and Pakistan, which 
export manufactured goods, have also 
gained because of the greater competi- 
tiveness of their labour-intensive and 
low-technology manufactured | Pxports 
in third markets. ` gus 
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A stack of yen: 
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However, Southeast Asian coun- 
tries, and Nepal and Sri Lanka, whose 
exports are predominantly primary 
goods, are the losers from the yen's ap- 
preciation because their marginal gains 
have been offset by higher import 
bills. x 

The higher import bills for some of 
these countries are linked to industrial 
structures dependent on Japanese tech- 
nology and capital. The extent of the 
losses and gains are, however, difficult 
to quantify. T 

In addition to the trade account, the 
yen's appreciation also influences the 
capital accounts of the ADCs. As the 
competitiveness of ADCs’ exports com- 


po Ces 
* 


ever-rising surplus. m 


„pared with Japan's exports improves 


due to the yen's appreciation, it be- 
comes more difficult for Japanese 
producers to export. Therefore, Japan- 
ese investors are tempted to invest 
abroad. 

As a result, Japanese producers will 
have increased incentives to relocate 
the manufacture of low value-added 
product overseas. 

Since investment decisions require a 
long time, the full impact of the yen's 
appreciation on Japanese direct invest- 
ment is yet to be realised. However, 
there are some indications that Japan- 
ese direct investment inthe, Asian NICs 
is rising (REVIEW, 12 o Indonesia, 
Malaysia and Thailand’ até also consi- 





dered as promising candidates for fu- 
ture Japanese direct investment. 

It should, however, be noted that 
foreign direct investment (FDI) is not 
determined by production costs alone. 
Such considerations as the host coun- 
try's political stability and absorptive 
capacity and its policies towards FDI will 
also play an important role. Further- 
more, FDI is increasingly used as a 
means to evade trade barriers in the 
export market. This implies that the 
impact of the yen's appreciation on 
future FDI is by no means easy to 
assess. 


Finally, we turn to the impact of 
stronger yen on the external debt of 
ADCs. The appreciation of the yen in- 
creases the cost, in terms of domestic 
goods, of servicing yen-denominated 
debt. It also has the impact of increasing 
the external debt outstanding, valued in 
US dollars. The appreciation of other 
currencies has a similar impact. The ex- 
tent of the impact depends largely on 
the currency composition of external 
debt. 

In all ADCs, US dollar-denomi- 
nated debt is dominant, but the cur- 
rency composition of external debt is 
varied among ADCs. About a quarter 





€ The appreciation of the yen 
and other currencies . . . has 
not been an unmixed blessing 
for Asian developing 
countries. 9 







of the public long-term debts of In- 
donesia and Thailand, and more than 
15% of the public long-term debts of 
Bangladesh, Malaysia and the Philip- 
pines are denominated in yen. As far as 
external debt is concerned the above- 
mentioned countries could be consi- 
dered as main losers of currency realign- 
ments among ADCs. 

The yen’s appreciation has posed 
both a challenge and an opportunity 
for the ADCs. Exporters of manu- 
factured goods have gained while pri- 
mary-exporting countries have lost, 
aggravating the problems caused by 
secular decline in the prices of many 
primary commodities. For the latter 
group of countries, policies for selec- 
tive import-substitution as well as im- 
port-diversification in the face of the 
strong yen may prove to be economi- 
cally viable. ; 

Exporters of manufactures on the 
other hand, could benefit from an 
improved management of domestic 
policies with a view to correcting dis- 
tortions in exchange rate and other 
prices. Trade-promotion missions to 
Japan could also allay fears regard- 
ing foreign brand names. Similarly, ra- 
tional policy changes could also go a 
long way in attracting FDI into these 
countries. ih 


75 

































































> 


ce Roscoe in Tokyo 
eign debtors are craning their 
cks to see where the Japanese ag- 
ural-fund giant, the Norinchukin 

k, will plant its muddy boots next. 
ey have good reason to be apprehen- 

e. The bank has in one year nearly 

bled its foreign investment of the sav- 

s of about 10 million Japanese farm, 

yery and forestry workers. 

And the trebling has occurred in yen, 
that. the US  dollar-denominated 
i of  Norinchukin's overseas 
folio has risen more than 400%. An 
cultural bank it may be, but Norin- 


o 
$243.7 billion) at end-March, is 
n's biggest bank in terms of domes- 
assets. Second is Dai-Ichi Kangyo 

with domestic deposits and loans 

about ¥34 trillion, though its total 
ts and loans of ¥46.03 trillion 
ke it Japan’s largest bank. 
s at 31 March 1986, Norinchukin's 
holdings of foreign-currency bonds 
d €1.5 trillion, up 300% on fiscal 
|. US Treasury bonds accounted for 

half of the increase in foreign-cur- 
cy securities holdings. Total securi- 
investments increased by Y2.17 tril- 
, Foreign-bond purchases, Mop. 
royen and samurai issues, rose 396 
ion, rapidly approaching the in- 
ase of € 1.36 trillion in purchases of 
ernment bonds. | 
Norinchukin's —international-bond 
estment division says it wants to raise 
eign-bond holdings to a third of total 
rities investments. It is well on the 
to achieving that target. Whereas 

n securities accounted for 6.5% of 
total securities portfolio in 1984, last 
the share jumped to 14.6%. Norin- 
in says the Ministry of Finance 
MoF) imposes no ceiling on the pro- 
ion of its total assets which can be 
ested in foreign securities, though it 
indérstood that, as in the case of life- 
urance companies, an unwritten, 
Jministrative-guidance" limit of 20- 
% would apply to agricultural assets. 
sure to compete with other ag- 


nchukin to funnel more of its assets 
foreign bonds (the 1923 act under 
h Norinchukin was established pro- 
ts investment in foreign stocks). 


y 


tural workers? savings. Japanese 
'mers generally first save with a local 
ultural cooperative, which will in- 
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apan's giant agricultural bank to invest more in foreign bonds 


| 


ultural-savings institutions is forcing 


nchukin does not monopolise ag- . 


‘own account and forward | US-dollar secur 





surplus funds to Shinnoren, the Prefec- 
tural Credit Federation of Agricultural 
Cooperatives, Similarly Shinnoren in- 
vests and exjends loans, passing on any 
surplus to Norinchukin. B 
Shinnoren has foreign-investment 
ambitions of its own, and Norinchukin 
is worried that these will deplete the vol- 
ume of funds Shinnoren passes on. To 
keep attracting a steady flow of Shinno- 
ren funds, Norinchukin has to show that 
it is out-performing. ee 
In June, Shinnoren decided to begin - 
investing its pension funds in foreign | 
bonds after coupon rates declined on Ja- 
panese Government issues, and has set 
an initial ceiling of 3% of total assets, or 
¥30 billion, for these investments. 
Shinnoren says most of this investment 
will be -channelled into “US-dollar 


NORINCHUKIN BANK’S 






fod SECURITIES PORTFOLIO ji 


(As at 31 March). 


bonds, but is willing to try foreign cor- 
porate (rated at least Double A) as 
well as sovereign issues in seven cur- 


is in yen — 


oi TEWE eit 


oyi 
bonds (though isst ap 

count as overseas Ih. ment because 
the foreign-government issuers are non- 
residents) and Euroyen bonds. Norin- 
chukin sees the Euroyen component of 
its foreign portfolio increasing, but only 
moderately, while the bulk stays in US- 
dollar securities. Over the past nine 
months, the bank has become a more 
active player in the Euroyen market, 
not just buying up bond issues but also 


raising yen at one or two weeks for 


placement in various instruments Over 
three months to exploit differentials. 
Norinchukin is about to embark on a 
further course of "internationalisation" 
as a result of a revision to the bank's 
governing act. Prepared by the MoF 
and Ministry of Agriculture, Forestry 
and Fisheries, the revised act, which 
passed the House of Councillors on 14 


May and takes effect in September, will | 


enable non-residents to use Norinchu 
kin deposit facilities. Although seem 
ingly an “international” move, the in- 


tended clients for the most part are - 


overseas subsidiaries of Ja- 
panese companies to which 


balance" deposits in return 
for those loans. k 
Debt-guarantee business 


Norinchukin usually has 
guaranteed its own loans. 
Now it will guarantee third- 
party loans if the borrower 


want the loan business). 
More importantly, the re- 
vised act privatises the bank. 
For all practical purpose, 
Norinchukin is private bi 
under the original legislatie .. 
the government is able at any 
time to buy up to 50% of the 


by Andy Tang 


"bank's capital, the level it held in 1923 


but which since has been sold back in 
blocks to the bank. 
the bank 


Although private, iS 


operating cosily under the protective 


rencies. 
|^ the domestic market, Norinchukin 
claims to lend the most yen to foreign 
banks and trade the most certificates | 
of deposit of any city bank, as well 
as managing sizeable chunks of corpo- 
rate short-term money. The foreign- 
bank business is important because 
Norinchukin, unlike Japanese insur- 
ance companies which can transfer di- 
rectly their yen assets into foreign-cur- 
rency investments, must borrow all of 
the dollars it invests in foreign securi- 
ties.-For this reason, Norinchukin bank 
officials say the appreciation of the yen 
has tio effect on the value of the bank's 
ties, which still account 






wings of the Bank of Tokyo (BoT, the 


central bank) which makes up for its’ 
meagre domestic-deposit base by access- 


ing agricultural savings, courtesy of 
Norinchukin. In return, the BoT is 
supervising  Norinchukin's Euroyen 
market and US securities transactions, 
which began in earnest only in 1979. 
For the moment, Norinchukin says it 
has.no plans to boost its overseas rep- 
resentation, comprising a New York of- 
fice upgraded to branch status in Oc- 


tober 1984, and a representative office. 






in London, set up in January last year. 





only. . 


Norinchukin has extended... 
loans and now will more easily - 
be able to obtain "counter- - 


will also be made easier. 


meets Norinchukin’s debt- . 
eligibility standards (in which 
case the bank probably would 
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investment managers want 
acilities in London. — 
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Now from the Far Eastern Economic Heview 


China 


A quide to doing business 


The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


“The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
[sland, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume ànd channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 











(195 pages — liberally illustrated with colour plates, maps and graphs) 
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Over or under-the-counter motives? 


€ SOMETIME around the end of this 
year, a submission from the Stock Ex- 
change of Hongkong (SEH) calling for 
an Unlisted Securities Market (USM) 
will land on the desk of the local com- 
missioner for securities. The SEH is 

ushing the idea hard — partly because 
it believes (rightly) that there just are 
not enough good securities in the Hong- 
kong market to meet actual and poten- 
tial demand, and partly because quite a 
lot of Hongkong brokers are not going 
to be around much longer unless more 
business is generated. 

The Office of the Commissioner for 
Securities will need to look hard at the 
proposal so as to make sure that it does 
not sanction a junk market just to keep 
salesmen in business. It should probably 

ymmission a detailed survey of just 
yw many small but soundly run firms 
there are in Hongkong which are worthy 


of outside investment, though not 
big enough to make the stockmarket 
proper. 


This should not be left solely to the 
judgment of the SEH, otherwise there 
could be a repeat of the 1973 boom 
when all sorts of frivolous and wildly 
speculative issues were floated. 

Nor should a USM be used as a re- 
fuse dump for shares downgraded from 
the big board, as is the case in Taiwan, 
and to some extent in Seoul. There is a 
particular danger of this in Hongkong 
because its stockmarket is one of the 
few in the region which does not have a 
first and second section, the idea having 
been considered, but not adopted, when 
the new amalgamated exchange was 
formed. 

A successful USM does not need to 
be bewitched by hi-tech either. A clutch 
^f electrical and electronic issues 

ought to market in Hongkong in 1983- 
54 — names such as Conic, Elek & 
Eltek, Lambda, Shell Electric, Gold 
Peak Industries and so on — have by no 
means been an unqualified success. 
(Johnson Electric is a happy exception. ) 
The London USM, on which the stock 
exchange in Hongkong claims it is bas- 
ing its ideas, lists brewing, property, fi- 
nance, oil, leisure and all sorts of other 
stocks as well as industrials. It is the 
growth potential of the business that 
counts more than its activity. 
€ IT might be argued that Hongkong 
has more than enough listed stocks al- 
ready. Out of the 260-odd listings, a 
mere 20 account for no less than 75% or 
so of total market capitalisation and 
around 80% of total turnover by value 
(63% by volume). 

So what about the other 240 or 
so? The majority are semi-dormant, 
with their promoters often having to 
act as the counterpart in any trades. 
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Many are a legacy of the 
free-wheeling past when 
new companies were float- 
ed with the same abandon 
as new brokerages were 
formed and new stock ex- 
changes opened. Arguabty, 
some of them should be de- 
listed. 

But somehow or other 
they all managed to meet 
the listing requirements: 
that the initial aggregate 
market value must be 
HK$50 million (US$6.4 mil- 
lion) or more, though even 
this can be varied at the dis- 
cretion of the stock exchange 
committee — as can the re- 
quirement for a five-year profits track 
record — and that at least 25% of acom- 
pany’s stock go into public hands. There 
are a lot of worthwhile Hongkong com- 
panies that cannot meet even these 
(fairly minimal) requirements, or so ar- 
gued SEH chairman Ronald Li to Shroff 
recently. 

Li hypothesises a small but fast- 

growing company with a three-year 
track-record and a net worth of around 
HK$25 million, in need of expansion fi- 
nance (of say HK$10 million) which “no 
bank would look at” and which it cannot 
get from the capital market as presently 
constituted. An ideal candidate for the 
USM, and there are many such, says Li. 
“We are only catering now for multi- 
million dollar companies that have al- 
ready made good. We need to cater for 
budding businesses — and the man in 
the street should not be barred from 
participating.” 
e SHROFF is not against the idea on 
principle. But the Securities Commis- 
sion should ask whether it is chiefly the 
small man (company proprietor or in- 
vestor) or small broker who will benefit 
most from a USM market in Hongkong. 
There are some 900 seats on Hong- 
kong’s newly amalgamated stock ex- 
change, only marginally below the fig- 
ure of around 1,000 on the four old 
stock exchanges combined. Admittedly 
the number actually operative is some- 
what less — around 630 — but that is 
still an awesome number compared 
with, say, ir adc where there are 
around a score of stockbroking firms. 

Neither the stockmarket crash of 
1973 nor the liquidation of the old ex- 
changes really caused a shakeout in the 
Hongkong  broking establishment, 
largely because many of the seats have 
long belonged to businessmen who treat 
broking as a sideline and as a way of 
avoiding commission on family dealings. 

Even so, the smaller men are find- 
ing it very hard to survive. Broking 


Li: promoter. 





FINANCIAL TIMES Lad 
sources tell Shroff that, since 
the new exchange opened, | 
smaller brokers have been 

"very much pushed aside" 
and the lion's share of busi- | | 
ness is going to the aie 

. bank-related brokers (the 
likes of James Capel under 
the Hongkong Bank = 
Vickers da Costa under 
Citicorp). There are sc ne 
25-30 bank-related mem 
bers, some of quite loi g 
standing and other more r 

—cent arrivals (who signed a 

_ gentlemen's agreement not | 

to deal with the other co vo- 

rate members for 18 months, 

in order to help out the | 

smaller members). An awful lot co ld. 

go to the wall unless business picks up— 

so that USM has an expedient look. 

e STILL, one way or another, the mar- 

ket does need more investible situa- 

tions. Apart from the local and Over- 

seas Chinese who punt heavily in wc t 

Hongkong market, and the London in- 

stitutions which provide a backdrop, the 

Japanese are taking an increasing in- 

terest in the market (REVIEW, 19 J Sa 

and Shroff learns that a number of the 
bigger brokers in the market have direct 
lines now to banks in Canton on whose seg 
behalf they are trading actively. All th 
interest could result in even more 
bloated capitalisations for existing 
traded stocks. So, Li may be well-ad- 
vised to push his other pet scheme: get- [ 
ting Chinese enterprises in Guang 
dong province and beyond to list A | 

Hongkong through special: holding. 

companies. 

èe JARDINE Matheson/Hongkong. 1 

Land joint taipans .have not dde 

been on chatty terms with Shroff (or an 


Me 


other pressman for that matter). Cur- - 


rent taipan Simon Keswick seems pre- 


. pared to try and alter that, so Shroff E 


feels duty bound to air Keswick's view | 
on the proposed de-merging of Land’s - 
Subsidiary Dairy Farm (REVIEW, 24 — 
July). Land's net interest cover will ac- - 
tually improve under the deal, argue) ^ 
Keswick (though not the gross cover). - 

And there should be no adverse im- 
pact on Land's share price because the 
cash coming in will compensate for the 
assets going out (which is only parth tly 
true). Keswick defends the choice o f 
a rights-issue-type hive-off on the 
grounds that it maximises the benefit to 
Land shareholders (as distinct from the — 
company). That does not alter the a 
that Land could be made vulnerable t 
losing a prime asset at book value. A 
Keswick does not deny the vane ] 
of the move in providing Jardine with a — 
future exit from Land. 
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FINANCE — 
Survivor to the rescue 


A Hongkong bank buys more of an ailing Thai finance firm 


, 


. By Paisal Sricharatchanya in Bangkok 
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T he partial takeover of a Thai finance 
company on 10 July by Hongkong's 
government-controlled Overseas Trust 
Bank (OTB) underlines the Thai 


monetary authority's recently instituted 


policy of enlisting foreign help in 


strengthening Thailand’s finance-com- 


pany sector. Only three months earlier, 
Australian Guarantee Corp. (AGC, the 
leasing arm of Australia s Westpac 
Bank) took over majority ownership of 
another ailing Thai finance firm. Ironi- 
cally, OTB, which itself had to be res- 
cued from insolvency last year, is nOW 
performing the same task for a Thai 
*company. 

The Bank of Thailand (the central 
bank) made an exception in both cases 
when it waived the statutory 25% 
foreign-shareholding limit. AGC 
emerged with an 80% equity stake in 
First Siam Corp., whose capital was re- 
structured following the collapse of the 


| PSA business empire with which First 


Siam was affiliated (REVIEW, 29 May). 
Under an agreement with the Interna- 
tional Trust & Finance Co. (ITF), OTB 
is committed to subscribing to 50% of a 
Baht 300 million (US$11.1 million) new 


capital infusion, leaving the other 50% 


or Thailand's state-run Fund for Re- 


habilitation and Development of Finan- 


— cial Institutions. 
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ITF's previous capital of Baht 229 
million was written down by 95% to 
Baht 11.45 million — to offset part of 


. the company’s estimated Baht 500 mil- 


lion worth of bad and doubtful assets. 
Since OTB previously held 22% of the 
capital, its subscription to half of the 
new capital will effectively give it 
roughly 49% shareholding in the re- 
structured company. 

OTB's investment was the latest in a 
long history of involvement in the Thai 
firm. On top of the bank's direct 
shareholding, Chang Ming Thien, 
OTB's late founding chairman, once 
had a controlling stake in ITF through a 
number of holding companies and af- 
filiates. After Chang died in 1982, the 
interests were passed on to his Thai- 
born son, Thani Boromratanathon. The 
bank, together with the Chang-related 
groups, held a total of about 65% of ITF 
prior to the capital restructuring. 

Because of this long-standing re- 
lationship, the capital injection is seen 
here as partly reflecting the Hongkong 
bank's moral obligation to help oversee 
ITF's rehabilitation. According to in- 
formed Thai sources, OTB originally in- 
tended to subscribe to only 22% of the 
new capital, thus maintaining its stake. 

The ITF management initially re- 
quested OTB to subscribe to all of the 
new shares, arguing that the bank was 
the sole subscriber of a Baht 32 million 
capital issue on 31 May last year — or six 
days before it was taken over by the 
Hongkong Government. Subsequent 
negotiations involving the Thai central 
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situation began to show signs of 
modest improvement in the first six 
months. According to the State Statisti- 


- cal Bureau (SSB), exports in the first 


half were US$13.5 billion, up 14.4% 


| over the corresponding period of 1985. 
= This is the first time in two years that ex- 


E have grown faster than imports, 
but China's large deficit on visible trade 
continued. Imports were US$19.9 bil- 
lion, up 8.6%. 

The relatively steady growth in ex- 
ports is an encouraging sign, particu- 


.| larly as earnings from crude-oil sales 


have declined significantly on reduced 
prices this year. Precise figures for value 
of oil exports in the past six months are 
still not available, but the volume of 
crude exports over January-April — 


| Export picture brightens 


| pes deficit-ridden, foreign-trade 


9.62 million tonnes — was 29% less than 
in the last four months of 1985. 

Import growth appears to have fi- 
nally peaked, in part as a result of 
tighter import controls and foreign-ex- 
change shortages, but also because ex- 
cessively rapid industrial investment 
and growth, the engine that was driving 
much of the import demand, has slowed 
down. Coupled with the recent 13.6% 
devaluation of the renminbi (REVIEW, 
17 July), the figures suggest that China's 
balance-of-payments. problems may 
begin to recede by the end of the year. 

China's first-half exports to Hong- 
kong and Macau jumped 31.7% to 
US$4.15 billion, according to customs 
figures reported by SSB, while imports 
from the two territories climbed slightly 
to US$2.32 billion. Exports to Japan 
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bank resulted in the 50:50 agreem« 
between OTB and the Thai fund. 

Aside from generating. quick re- 
turns, the new capital base should per- 
mit ITF to expand its present Baht 1.7 
billion loan portfolio by another Baht 
3.5 billion. Any remaining unrecover- 
able debts would be gradually written 
down over the next 10 years. 

While the main thrust of the central 
bank’s policy is to attract both foreign 
capital and expertise, OTB is expected 
to appoint only a number of directors 
but leave the present ITF management 
intact. Prior to the Hongkong Govern- 
ment’s takeover of OTB, ITF had ad- 
vertised its affiliation with the bank — 
which was seen here as a confidence 
booster to public depositors. 


CHINA 


were reported to be down 20% ww 
US$2.36 billion, reflecting lower crude- 
oil prices, while imports from Japan fell 
15.5% to US$5.84 billion. The trade 
deficit with Japan accounted for more 
than half of China’s total deficit for the 
period. Exports to the US rose 13.7% to 
US$1.16 billion, and imports increased 
4% to US$2.47 billion. 

Industrial output value in the first 
half increased 4.9% over the corres- 
ponding period last year to Rmb 428.4 
billion (US$115.8 billion). By contrast, 
output growth in 1985 was more than 
20% for the first half and 18% for the 
entire year. Growth in the state-owned 
sector, accounting for Rmb 301.7 bil- 
lion, or 70% of the total, was only 4.2%, 
compared to the 5.876 increase re- 
corded by collectively owned enter- 
prises. Rural industrial output, which’ 
last year expanded by more than 50%., 
grew by 5.6% in the first half. i 
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apanese firms issue. 
deferred-interest bonds | 





| 
uses may be up | 
e Euromarket | 
latest type of | 
se and for the | 





| 
rubeni Corp.'s | 
sto issue such | 
| raise US$50 





ssue is normal in most 
respects. The five-year bond carries an 
attractive coupon (nominal interest 
e) of 8.5%, and is priced at 101. 
The coupon may seem high, but the 
. lead manager of the issue, New Japan 
' Securities (Europe) has included an in- 
| terest-rate swap in the package, effec- 
; tively reducing interest payable to half a 
_ point below the London inter-bank of- 
fered rate. ——— 

. But what type of investor could pos- 
sibly be interested in buying a bond 
which yields no interest income for 
. three years? The most probable answer, 
. according to J. Brian Waterhouse, an 











, analyst with James Capel’s Tokyo 
, arm, is a Japanese institutional invest- 
, or in search of US dollar-denominat- 
. edsecuritiesand tax-exempt capital gains. - 
_ Japanese investors must pay fax on 
interest, but not capital gains. The price 
of a bond on which the first three years | 


| 
| 
| 
| 
| 
| 





Production of some key com- | 
modities, which have been in serious 


. — domestic steel production in the first 
. half increased by 10.4% to 25.5 million 
tonnes and rolled steel by 9.7% to 20.3 


. duced rate of overall industrial growth | 








| year should rise quickly as th 
three-year period approaches, < 
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rise quickly asthee 


though he may pay a premium, can col- | 


lect three years’. worth of interest. 


And the original (Japanese) investor | 


pays no tax on capital gains from the 
sale. “This is a very clever issue," says 


| Waterhouse, 


Foreign investors are expected to 
snap up the bond after the waiver on in- 
terest payment expires. Mány types of 
Japanese-sponsored bond issues in the 
Euromarket are effectively private 
placements, and if these are a guide, 
then New Japan Securities (Europe) 

robably will be deliberately segment- 
ing the market for this issue, making it 
available first to its best Japanese 
clients. 

But foreign investors coming in to 
breathe a second lease of life into this 


bond, while recognising the ubiquitous 


Marubeni name, may not draw the prop- 

er distinction between  Tokyo-head- 
uartered Marubeni Corp. and its 
ongkong unit. 

For Japan's Ministry of Finance, the 
distinction is clear. It is not just that 
domestic corporations or institutions 
cannot issue such bonds: they cannot 
guarantee them, either. That means 
the issue carries no Marubeni Corp. 
guarantee. 

Japan's financial daily Nihon Keizai 
Shimbun says Marubeni Hongkong is 
the third foreign offshoot of a Japanese 
company fo make a deferred-interest 
issue. Overseas subsidiaries of trading 
houses Mitsui and Co. and Sumitomo 
Corp. were first, in June — each with is- 
sues of US$50 million. The newspaper 
says it expects a rush of such issues to 
follow. 


million tonnes. Cement pro- 
"duction was up 14.876, gener- 
ated electricity 8%, cotton 
cloth 28.3% and sugar 
22.2%, but output of chemi- 
cal fertilisers, insecticides, 
motor vehicles and tractors 
declined by 12-17%. Crude- 
oil output rose 2.2% to 62.8 
million tonnes, and coal 
0.7% to 416.5 million tonnes. 
Despite prevalent drought 

in much of northern China, 
the recent winter wheat har- 
vest has been a bumper crop, 
the SSB reported. The total 
crop of 91.88 million tonnes 
consisted of 85% wheat and 
the rest other grains and 
legumes. Foreign agricultural special- 
ists in Peking are now cautiously pro- 
jecting that the year-end grain total may 
reach 400 million tonnes, below the re- 
cord 407-million tonne harvest of 1984 
but 5% higher than last year. 
| — Robert Deifs 
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Thai exporters appear to have. 
cornered the Hongkong marke! 












































By David Halpert in Hongkong. | 
hailand has pushed China aside 
the dominant supplier in the H 

kong rice market. The territory, w 

formerly imported more than half 

its rice from China, now imports o 

about a third from its giant nei 

bour, while Thailand supplies a 

tle under half of Hongkong's n 

valued at more than US$200 millioi 

year. E 
Price does not seem to have bee 

factor in the market turnabout. Chin: 

Sce Miu rice is cheaper than Thai 

grant — even with a graduated-reb 

system the Thais offer to large-volu 
customers. i ; 
That trade officials say the success 

Thai rice is due to the close relations 

between Thai and Hongkong exporte 

In addition, the Thai Government ov 

sees an annual meeting at which . 

price is determined. Thai businessm 

are less bureaucratic than their Chi 
counterparts. There are also stre 
family connections between Bangk 
and Hongkong rice merchants. Ho 
kong importers may prefer the se 
ealing with the Thais at a pr 
which is fixed regularly, cushion 
them from price fluctuations in a mar 
already devoid of competition usu; 
associated with Hongkong. 

Hongkong trade officials, howe 
point to another factor: rice consu 
tion has remained at a fairly cons 

360,000 tonnes annually over the past 2 

years, despite population growth. Th 

average Hongkong resident now eat 
half as much rice as in 1961. Demand fo 
rice thus is not reflecting changes. 
price. And as the standard of living} 
risen and rice consumption has 
clined, Hongkong's taste has becom 
more discriminating. i 
— Thai fragrant rice is popular i 

Hongkong. It is softer and has a mor 

distinct flavour. The trend away fron 

harder Chinese rice began in 198; 

when China supplied 52.7% of 

Hongkong market. Over this period 

the price of Thai rice increased 12% 

tonne, while Chinese rice has fallen 3* 

with retail prices roughly following t 

bulk price. _ i 
On the other hand, Australian r 

which has kept a fairly constant 15-1 

share of the market since the late 19 


" aaa] | ; "ud 
Market control: page 82 















t to other advantages: vacuumreseal- 
'ks, a sophisticated polishing pro- 
ss and a vitamin-enriched coating 
at may wash away when cleaned be- 
re cooking). ie IE 
. In the late 1960s, when the Cultural 
evolution had China's attention fo- 
ised on activities other than rice pro- 
tion, Thailand was supplying more 
than 50% of Hongkong's rice needs, 
much of what is now Australia's 
are was supplied by Cambodia and 
outh Vietnam. China gained the lead 
ack in the. 1970s. — after a bad 1973 
vest forced the Thais out of the mar- 
a season — and now regards the 
arket as its own. 
.Hongkong's rice market is lucrative 
steady. Although only accounting 











































y Hamish McDonald in Sydney 
fter getting a green light from share- 
market regulators, Australian re- 
rces and steel giant the Broken Hill 
prietary Co. (BHP) is deepening its 
spendence on the pastoral, trading 
ewing group Elders IXL, both for 
preneurial guidance and defence 
ainst predator Robert Holmes a 
ourt.. 
: After a lengthy hearing in which the 
ner workings of both groups and their 
ncial advisers were exposed to a fas- 
nated public, the National Companies 
Securities Commission (NCSC) an- 
ounced on 9 July that the controversial 
IP-Elders cross investment — made 
¿mid-April in the face of Holmes à 
ourt’s latest partial bid for BHP — did 
ot amount to BHP financing the pur- 
1ase of its own shares by Elders. 
"Although the NCSC might still re- 
ymmend prosecutions against indi- 
duals over their share-buying ac- 
ties, the two companies have been 
freed from the possibility of an “unac- 
table” ruling which might have re- 
quired them to unravel their deal. 
. Elders remains with the 18.7% hold- 
g in BHP it bought on-market in its 
old 10 April raid, a stake second only 
the 29.2% of shares and entitlements 
uit by Holmes à Court's Bell Re- 
urces wher its latest offer closed on 27 
y. Since the NCSC ruling BHP has 
ved its stake in Elders up to the take- 
er threshold of 20%, having con- 
ed some of the A$1.22 billion 
J8$777 million) of notes and prefer- 
ce shares it bought in response to the 
ers raid. | 
< The aftermath of the April-May bat- 
le is still not entirely clear. To the an- 
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he options widen for all the BHP—Holmes à Court players 







































sales, it is significant because it 
quality market, and one closely 

by world dealers. pP do 
Legislation in the US last year which 
introduced export subsidies for a 
numberof agricultural products, includ- 
ing rice, alarmed Thai rice producers 
who fear that cheap US rice will dam- 
age Thai exports — especially outside 
Asia. | | 
However, Thai trade officials in 
Hongkong say they do not worry about 
the Hongkóng market, which is consi- 
dered safe from US "dumping." US var- 
ieties are considered inferior by Hong- 
kong importers, are not thought to ve as 
tasty as Thai rice, and are generally 
more expensive than Chinese rice. 
Hongkong, they feel, is securely in Thai 
hands. ü 
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noyance of Bell and those who ac- 
cepted its A$9.20-a-share offer, 
BHP has still not registered all the - 
new share ownerships. Holmes à 
Court has said he is studying the 
possibility -of his own legal action 
against the BHP-Elders deals. | 

But the smoke has lifted 
enough for market analysts to see 
the three forces of BHP, Elders 
and Bell wheeling for a new bout 
that can only be settled by a massive 
show of cash by either Elders or Bell. 
This could yet take Australia's bluest- 
chip stock, currently down to around 
A$8.20, to new heights close to the 
A$10 mark, some brokers believe. 

BHP itself remains a tempting cash- 
and-asset rich target for Holmes à 
Court, even though its net profit of 
A$988 million (A$1.01 billion after ex- 
traordinaries) for the year ended 31 
May seems a peak unlikely to be- sur- 
passed for two or more years. After 
posting a 60% profit rise in the first half 
of the last financial year, BHP saw earn- 
ings turn in a 20% fall in the final 
quarter. Managing director Brian 
Loton said BHP had entered a "pause" 
in profit growth because of the oil-price 
slump and would be striving just to keep 
profits level in the current year. Com- 
pany analysts predict a 1987 result in the 
A$800-950 million range. 

The company has also made some 
spectacular investments over the past 
year. Apart from the A$1.22 billion for 
Elders paper, it spent A$880 million 
to buy an increased stake in the Mount 
Newman iron ore mine from CSR, 
bought Monsanto Oil Corp. in the US 
for A$1.1 billion, ran up capital spend- 
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— REVIEWDIAGRAM by Andy Tang | 
ing of A$1.19 million principally in the 
steel division; and put A$808 million 
into various other investments — for a 
grand total of A$5.19 billion. 

For immediate returns, this is a 
mixed bag, though not the collection of 
dud investments some commentate 
allege. Mount Newman and steel : 
running well, with steel likely to be the 
strength of BHP while the oil-price 
Slump lasts. The Elders preference 
shares yield only 6.75% but this is tax- 
rebatable and carried by US floating- 
rate borrowings, currently around 7% 
on which interest ts tax-deductible. But 
especially with the US oil reserves, 
BHP’s investment is for the medium 
term and beyond. e 


B evertheless, BHP carries it lightly, 
with a cash flow available for invest- 
ment of A$1.6 billion in the 1986 year. 
Borrowings increased from A $2.64 bil- 
lion to A$5.43 billion over the year, 
pushing gearing (long-term debt as a 
roportion of shareholders’ funds) uy 
rom around 19% to 32%, which is 
highly sound. Adding short-term and 
non-recourse debt would give a still pru- 
dent 45% gearing. — HE. 
BHP thus has plentiful unused in- 
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de Pgrk ‘N Sho ‘supermarket 
chain. “The fhiddle du is getting too 
much profit." 4x 


Hongkong trade. officials, however, 
counter that the regulation of the rice 
market under the. Reserve Com- 
modities Ordinance assures a constant 
and adequate supply. Under the sta- 
tute, only a select group, of companies 
(originally 29, now 45) are permitted to 
import rice. In return for this privilege, 
they are subject to heavy regulation by 
the government. (Similar schemes exist 
for frozen meat and poultry.) i 

Each importer — who is referred to 
as a “shareholder” — keeps a consistent 
number of points, each of which repre- 
sents a unit of about 900 tonnes. The 
exact quantity in each unit is changed 
quarterly, allowing. the Trade Depart- 
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Holmes à Court; Mount Newman ore loading. 


vestment capacity (and could readily 
reassign more capital should it sell some 
A$900 million in such sidelines as 
Rheem domestic appliances, Sarich Or- 
bital Engine Co. and Tubemakers). In 
response to the suggestion of a figure of 
$4 billion put up when the 1986 results 
ere announced at BHP headquarters 
in Melbourne, BHP finance chief Geof- 
frey Heely said: “If we wanted to spend 
A$4 billion it would not be beyond the 
realms of possibility at all [to raise it]." 
Such a sum would put virtually any 
company in Australia within its reach. 
BHP’s problem is that it seems to have 
more,money than ideas. Loton affirmed 
that BHP was looking to add a “fourth 
arm” to its maturing oil, minerals and 
steel divisions. Ideally this should be ina 
field such as services, where BHP could 
be a price-maker instead of having to go 
with global commodity prices (as it does 
now with all its operations except steel). 
Loton said BHP had been studying 
options for 18 months, but given the 
tense shareholding position could not 
disclose what the fourth arm might be. 
“At this time it is necessary to be as flex- 
ible and opportunistic as our major 
shareholders are,” he said. 
While acknowledging that the re- 
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rice in Hongkong at any time. 

The importers agree to keep a re- 
serve stock of 60, tonnes — some 
two months' supply — giving Hongkong 
time to look for new sources should 
there be a supply crisis. The Trade De- 
partment expresses some concern that 
since Hongkong people now buy rice 
from supermarkets more often and in 
much smaller amounts than they used 


. fo, reserves in the home have also de- 


clined. Consequently, the overall re- 
serve stock is half what it (vas 10 years 
ago. In 1976, Hongkong had 7,000 trad- 
itional rice shops where shoppers 
bought in bulk. Now, it has only 1,000. 

The territory's 45 rice importers 
comprise a close-knit fraternity which 
works well with the Trade Department, 
a powerful organisation which has the 





lationship with Elders fitted the bill, 
Loton stopped short of confirming or 
disavowing that Elders would be the 
fourth arm, a subject of intense market 
speculation that briefly drove up the El- 
ders share price. “We expect that the as- 
sociation with Elders will bring addi- 
tional investment opportunities to 
BHP, both in its own right or as a part- 
ner in some new activities," Loton said. 


Iders would be within BHP's finan- 

cial means. Should it choose to make 
a bid, BHP has a head start in its uncon- 
verted preference shares which could 
take its Elders holding to 41% if fully 
switched to ordinary shares. Most 
analysts discount such a link as too un- 
wieldy, however. Some also point out 
that far from making BHP too big for 
Holmes a Court to swallow, it could 
conceivably give him “two for the price 
of one.” 

Holmes a Court shows no signs yet of 
discomfort in holding his BHP stake, in 
large part because of an A$623 million 
rights issue by Bell Resources. Tony 
Moody, research head at Melbourne 
brokers A. C. Goode and Co., puts 
Bell’s debt at about A$1.3 billion, total 
assets at A$3.08 billion and total share 
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ever, it has never invoked any of these - 
powers. Jd 

Big retailers argue that though these | 
controls and emergency powers were | 
appropriate to the 1950s, when they | 
were enacted during unsteady relations — } 
with China, they may be outdated. Im- | 
porters, however, feel the controls are | 
appropriate, and that the higher prices | - 
involved are the cost of stability. The | 
importers are making profits from a I 
steady business, requiring capital and | 
storage, but involving minimum risk. 

But in the absence of popular outery, | 
the system seems set to carry on. It is | 
there, it works. Whether it is needed is | 
another matter. — David Halpert | 
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capital and reserves at A$1.5 million. 
Other arms of Holmes à Court's busi- | 
ness group — Bell Group, Bell Interna- | 
tional in Britain and J. N. Taylor Hold- | 
ings — are also well-geared for parallel | 


t 


share play in media group Herald and - 
Weekly Times or Standard Chartered | 
Bank. ul 
Holmes à Court's deft use of war- | 
rants and options is catching up. Some - T 
time between 1 August and 30 Sep- | 
tember, he will have to pay Adelaide | 
Steamship A$497 million for BHP | 
shares secured by option. Failure to | 
take up the options or extend his war- | 
rants would see Holmes à Court's BHP | 
stake slip to 26.6% by October. BHP | 
can also speil his game somewhat by 
placing the 120 million shares (around | 
8% of capital) of authorised capital not | 
yet issued. 
Brokers Meares and Philips believe | 
it "the least likely option" that Holmes | 
à Court will sit on his present BHP stake | 
(nor have talks between Holmes a | 
Court and the existing BHP board | 
brought reconciliation which would en- | _ 
hance the possibility of this happening). | - 
The brokers believe a new bid, at about | 
A$10 a share, is likely to win Bell the | 
extra 10% holding it needs for control. | 
Bell — which has still not tapped most | 
of the A$3.68 billion of bank credit | 
lined up from Standard Chartered, | 
Westpac and Société Générale — would | 
still show a positive cash flow of about | 
A$60 million with this BHP holding. — | 
The third possible outcome is for |. 
Holmes à Court to sell out to Elders. At | 
A$10 a share this would yield him | 
perhaps A$750 million profit on his360 | 
million shares, bought at an estimated | 
A$7.70 a share average, with the pro- |. 
ceeds of the rights issue also freed up. | 
BHP or Elders could bid for Bell Re- | 
sources itself, valued by the market at - 7 
about A$2 billion currently. But with | 
Bell Group holding 46% of Bell Re- | - 
sources, it would have to be an offer | — 
Holmes à Court himself could not re- | — 
fuse. Uu 
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B By Paul Ensor in Seoul 


"Hose Securities, a subsidiary of 
South Korea’s largest business 
group and which itself this year was 
given permission to engage in overseas 
| business, suffered a loss of face on 18 
i . July as its president and two other em- 
. ployees, along with a bond broker and 
| an investment manager, were arrested 
‘| on charges of irregular bond trading. 
Such disciplinary moves have been 
. relatively rare in the past and the inci- 
| deg has embarrassed the securities in- 
le dustry ‘as a whole. It comes several 





securities companies were.asked by the 
-. Securities and Exchange Commission 
| GEO to account for allegations of in- 
poder dealing in shares, though no sub- 
"sequent actión was taken (REVIEW, 
SHROFF 24 July). 

The five men arrested have been ac- 





1| ^ crane Hyundai Securities is alleged 


i prices lower than face value, in return 
pr. bribes. The brokerage recortled the 
 trafisactions at a higher price and then 

á - "absorbed the losses in another area of 
H i ines. A 
|  .- Local press reports say the Hyundai 
-| - men sold Won 12 billion (US$13.6 inil- 
| lion) worth of bonds in this manner 
_ during the first six months of the year, 
ES Won 95.8 gnillion in bribes 
om the broker. The broker is pre- 
- sumed to have sold the bonds on a simi- 
| 1 Jar basis to another buyer. 
E In a related case, an investment man- 
J 
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P f 235 
Lr p ana 
L | Company Period on period Turnover 
Y 821.06b 
(US$5.2b) 
[Bangkok H30June | Baht 422.2m -51.8 
p (US$15. 6m) 
A$504m n.a. Profit fall reflects depressed prices for aluminium products 
(US$322m) (n.a.)  |andincreasing labour and tax costs. | 
14€ Net profit includes extraordinary gains of HK$417.37m vs 
($1.40) | HK$10.7m previously. Results have been adjusted for |. 
one-for-10 share splitin December. 


Profits grew despite overall economic downturn. Pre-tax | 
profits far current year expected to be NT$2.98b. 


Y 31 Mar. | HK$486.66m +512 HK$257.71m 
(US$62.4m) (US$33.0m) 
31 Dec. | .NT$2.31b +16.4 NT$19.38b +0.05 $2.40 
(US$60.8m) (US$510.0m) ($2, 80) 
H30 June | Baht 205m n.a. 
(US$7.9m) (Baht 14) 


| You scratch my back ... 


i 
| . Seoul brokers arrested for allegedly irregular bond deals 


months after the.heads of some leading || ; 


Seoul stockmarket: prices una fected. 





ager at the Korea Teachers Mutual 
Fund, Lee Kyu Man, was arrested for 
selling underpriced bonds to Daehan 
Securities Co., in exchange for bonds. 
According to a market source, Lee is 
also believed to have sold bonds directly 
to private broker Pang Jo Won, using 
Daehan’s name on the transactions — 
once again at a pre-arranged discount. 
Details of the charges remain 
sketchy, and one reason for this is the 
whole question of what is, and what is 
not legal. Following the arrests, the de- 
fendants may well go free. More than 
90% of South Korean bonds are traded 
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At end June, deposits were Baht 195.1b vs Baht 194.9b, 
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there is very little in fhe way of sys- 
temised regulation on pre setting. This 
unregulated environment has given ríse 
to the emergence of a few large indi- 
vidual *big hands" in bond trading. 
Sources at the SEC said that possible 
changes in*the system to more closely 
regulate trading have been under study 
for some tige. Officially, yields are 
heavily regulafed, reflecting the govern- 
ment's set interest rate. The majority of 
bonds are guaranteed by banks. De- 
spite this uniformity, yields vary dramat- 
ically due to a lack of centralised infor- 
mation, and the large numbers of gov- 
ernment bonds which financial institu- 


tions are obliged to purchase, but have 


little interest in holding. Ostensibly to 
avoid the costs of listing, government 
bonds are not even listed on the 


'stockmarket. 


Local brokers were not surprised by 
the arrests. “This is the tip of the 
iceberg," said one. According to 
"These two cases were wv 
known throughout the market, anc 
was only a matter of time before some- 
thing like this [the arrests] would hap- 
pen.” Raising ready cash in this fashion 


is one way brokerages can foot their en- ` 


tertainment bills, which frequently go 
over budgeted levels. 

Perhaps reflecting this lack. of sur- 
prise, as well as the relatively small 
amounts of money thought to be in- 
volved at this stage, prices on the Korea 
Stock’ Exchange were hardly affected. 
Hyundai shares actually rose following 
the arrests, probably buoyed by support 
from other roup subsidiaries hoping to 
avoid a sudden drop. While few were 
surprised, many agreed that this affair 
has done little for the reputation of an 
industry which is working to become 
more internationalised in the near fu- 
ture, with increasing responsibilities for 
handling foreign funds. Li 


(Baht 12.50)| loans Baht 196.6b vs Baht 201.5b and assets Baht 263.2b | 
vs Baht 269.2b. 


Deposits at end June were Baht 92.8b vs Baht 80b 
previously while assets totalled Baht 112.3b vs Baht 99. 2b. 
Loans were Baht 76. 3b vs Baht 74b. 
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rise against US dollar. 


^ 









i ; lement 


: The US and South Korea resolve trade and copyright issues 


By Paul Ensor in Seoul | 
f= ? loving months of fsfquently acri- 
4 monious bargaining, Seoul and 
Washington have settled two major 
trade disputes involving US demands 
that South Korea open its insurance 
market and protect intellectual prop- 
erty. The US had launched formal legal 
suits over the two complaints under Sec- 
tion 301 of the US Trade and Tariff Act 
late last year. Seoul has also made some 
concessions on another nagging prob- 
lem between the two by agreeing to 
begin imports of foreign cigarettes for 

local consumption on a limited basis. 
. Negotiations on the first two issues 
were not helped by uncompromising 
itical sentiments in both countries, as 
ıl as by the great complexity of the 
problem. A South Korean Government 
spokesman said: "Since there are few 
. established rules in international trade 
covering service trade and protection of 
intellectual property, the issues in- 
volved . . . were extremely complex and 
technical when compared to the regime 
covering trade in goods." The. talks 
ended with an announcement by Seoul 
of a series of legal changes regarding in- 
tellectual property protection in the fu- 
ture, in the area of printed and audio 
copyrights, E e E pro- 
tection, and tightened regulations on 
chemical. patents and product 

trademarks.: | 

According to the new timetable, a 
new copyright law will become effective 
on l July 1987, following passage 
through the national assembly this year; 


a separate law covering computer pro- 
grammes is due at the same time. 
Within 90 days of the enactment of the 
law, South Korea plans to enter into the 
Universal — Copyright . Convention. 
(UCC). Following a similar timetable, a 
new patent law is planned to become ef- 
fective in mid-1987 to protect: new 
chemical and pharmaceutical products 
and uses. | 
C opyright standards will in many cases 
be enforced by bureaucratic, rather 


-than legal methods, which may result in 
some difficult international legal tang- 


les. According to a senior government 
official, infringement of existing prop- 
erty rights runs counter to South 


 Korea's constitution and thus local pub- 


lishers reprinting works published prior 
to the country's entry into the UCC will 
not be subject to legal suits on a retroac- 
tive basis, but rather to "administrative 
guidance" from the authorities. Similar 
problems arise in the enforcement of 
new rules on chemical patents, and in 
both cases the guidance will be aim- 
ed only at copiers of US intellectual 
properties. "When something becomes 
the plan of the government, it has 
ways of making it work," the official 
said. 

Seoul has agreed to open its market 
on a limited basis to US insurance com- 
panies. As the 12th-largest insurance 
market in the world, South Korea has 
been the focus of a great deal of atten- 
tion, particularly by US firms, which | 
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hav it almost ent 
of the end of July, two US com 
will be allowed into the “fire pool" — 
cartel ‘divided equally among 13 kx 
companies which takes all business 
is compulsory under local laws and 
counts for the great majority of all b 
ness in this area (REVIEW, 3 Oct. ^ 
In addition, one US firm will be alloy 
to underwrite life insurance by the 
of 1986. r 

At present, two US companie 
American Home Assurance and Ci 
are operating ih the country, but 
are completely shut out of the 
assurance business which acc 
for the bulk of the market. They are a 
barred from most of the fire-insurai 
market. The two companies engage 
various non-life lines, such as cas 
and home insurance, as well as vei 
insurance, which they have been, 
lowed to write only since February. 
year. vallis j^ x 

South Korea only impdtts cigaret 
for consumption by foreigners, ' 
until recently imposed fines on citize 
found in possession of foreign cigarett 
Seoul has announced a market ope 
of sorts. Imports amounting up to 1% 
the local market — Won 1.4 .trill 
(US$1.6 billion), or 4 billion packs 
year — will now be allowed to ent 
country. They will be imported and 
tributgd by the government-ownec 
bacco monopoly, which will sho 
come a public corporation. 

One reason for Seoul’s warines: 
imports is the huge contribution 
monopoly makes to state ceffers 
7.5%: of government revenue 


from tobacco sales last year. Thi 
enue: is unlikely to drop, how 
with the continuation of the 100% 
on imports (which leaves foreign cig 
tes three times the price of loc 
brands). 
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ins here, losses there 


YO'S slump helped Hongkong as institwgional investors switched portfolios in _ 
peri 21 July. Most markets in Asia weye bearish. Exceptions included the 
pines, which continued to rally. i | 


NGKONG: The market was flat for most of the 
d but came to life towards the period's end, 


-by a slump in the Tokyo stockmarket and - 


hat the government had approved a propo- 

| the Hongkong & Kowloon Wharf to de- 

a tramway depot into a commercial/office 

ex. Properties were a focal point for 

rs while Hongkong and China Gas also at- 

ed. speculators on rumours of corporate 

The Hang Seng Index put on 38 points to 

the period at 1,739.93. Turnover rose to 
323.16 million (US$41.4 million). 


à 0: After weeks of giddy sailing, the market 
y took a tumble, with the Nikkei Stock Aver- 
falling 319 points on 21 July — one of the 
st falls on record for asingle day. The market 
d the day at 17,522.22 points, down 319.09 
ts from the previous period's close. Small-lot 
ng by institutional investors triggered the 
; Most stocks leading the fall lost from around 
37o on the day. Osaka stock prices nose-dived 
ain reaction. Volume was down, though still 
with the moving average for First-Section 
for the six-day period at 881.15 million. 


HALIA: Markets drifted lower on weak 
‘as stockmarkets plus a lack of fresh econo- 
corporate news. The All Ordinaries Index 
1.7 points to 1,135.4 on weak industrials and 
hioned from further falls by a small 2.9 
gain in the Metals and Minerals Inaex to 
3. Rumours that Broken Hill Proprietary 
P) was to launch a takeover bid for Elders 
‘surfaced after BHP stifled the idea early in 
'eriod when it released its annual results. 


| ZEALAND: Prices were narrowly mixed 
ughout the period. Daily volatility increased 


result of the low profile adopted by institu- - 


al investors. The approaching budget (due 31 
. also contributed to reduce interest in the 


* 

ulation on the budget's possible contents. 
ved firmness in the NZ dollar and interest 
did not appear to be of immediate concern to 


PORE: In the run-up to the Malaysian gen- 
slection on 3 August, shares moved in a nar- 
ange as situations dominated dealing. Trans- 

gained 45 S cents (21 US cents) to $$1.27 

e it was learned that Ng Teng Fong was bid- 

or the firm. The Ong family's ITF was also 

o offers from JC-MPH and Oversea- 
se Banking it ITF gained 25 S cents to 

5. Among blue chips, SPH rose 30 S cents to 

90; foreigners are reported to hold 40% ofthe 

= Frasers Industrial Index closed 58.47 

lower at 4,327.99 on volume of 10.42 mil- 

res. 


LA LUMPUR: The market plodded along for 
of the period until the announcement of the 

il election galvanised the exchange into ac- 
The verdict of investors was bearish, with 


e counters, in particular, suffering 


heavy losses. Fraser's Industrial Index lost 65.21 


points en the period to finish at 2,379.75 and most. 


of thatefall occurred after the weekend dissolution 
of parliament. Trading volume was light through- 
out, with an average of 6.48 million shares chang- 
ing hands daily. Roxy lost 24 M cents (9 US cents) 
to finish at M$2.60 and finance stocks were hit al- 
most as badly, despite the relaxation of strict ac- 
counting guidelines by Bank Negara recently. 


BANGKOK: The Securities Exchange of Thailand | 
recorded its first decline in weeks on profit-taking. 


Stock prices opened on a strong note with Siam 


Cement, Siam City Cement and Siam Food Pro-. 


ducts leading the market but failed to sustain the 
momentum. Siam City Cement announced a one- 
for-three share split during the period. The:Book 
Club Index fell 0.96 of a point to 125.43. Topping 
the gainers were Safety Insurarice, Siam City Ce- 
ment and Union Plastic. Kanasutra and Mah 
Boonkrong were big losers. Total turnover 


amounted to 1.93 million shares, valued at Baht 


398.46 million (US$15.2 million). | 


SEOUL: The market edged downwards as institu- 
tions spent another week unable to buy due to 


Mp orders aimed at cooling the market. 
he composite price index fell by 2.14 points 
to 254.14, and turnover was off Won 16.2 bil- 
lion (US$18.4 million) to. Won 23.88 billion. 


Wood and textile stocks fell the furthest, while - 


mining and insurance issues gained. Gaining the 
most was Korea Reinsurance Co., up 34% from 
the previous period, and Korea Fire and Marine 
Insurance, up 11%. The scandal in Hyundai Secu- 
rities, which led to the arrest of the company's pre- 
sident, had little effect on the market, because all 
charges were related to irregular bond trading, 
rather than securities. | 


TAIPEI: The market declined gradually, follow- 


ing the weighted price index's all-time high of 
995.99 during the previous period. A technical cor- 
rection took the index down to 972.13 at the end of 


the current period, a drop.of 5.54 points from the. 


previous close. Volume was down markedly. 
Average daily transactions amounted to NT$1.97 
billion (US$51.8 million). Most textile counters 
showed gains despite the 13 July signing of an 
agreement with the US that will limit Taiwan's 
textile and apparel exports to that country. Over- 
all, however, the agreement acted as a drag on in- 
vestor sentiment that overrode optimism about 
continued strong economic growth this year. 


MANILA: Share prices dipped in heavier turnover 


as profit-taking spoiled a dramatic surge in the 
previous week. Activity perked up more counters, 


however. Favourites Philippine Long Distance 


Telephone, San Miguel A, Globe Mackay and 
Ayala all ended lower, though a mild recovery on 


21 July pared the losses. The key Manila mining 


index still ended with a gain of 27.03 points to 
close at.1,161.31 while the commercial-industrial 
indicator retreated 19.73 to 371.60. Oils attracted 
increased attention, with the oil index moving up 
by 0.063 of a point to 1.183. ; MEE 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia’s leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


_ It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre .. . like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 


BAREFOO 
REPORTE 


The best of the Richard Hughes 
columns from 1971 to 1983 


Soft Cover: 184 pages 
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ourism is taking a beating in Thai- 

land just six months before the gov- 
ernment launches its ‘Visit Thailand’ 
campaign. 

- A Recently, protesters on the southern 
island of Phuket, ostensibly concerned 
about the impact of a proposed tan- 

. talum plant on local tourism, burned 

. down the plant and seriously damaged a 
major hotel. 

Meanwhile, residents of this pleas- 
ant city, some 2,500 km to the north, are 
voicing less noisy, but no less deter- 
mined opposition to a plan to build a 
cable car up the side of Doi Suthep — a 
plan which some say will turn the sacred 
mountain into a Thai-version of Disney- 
. land. 

Chiang Mai people have always con- 
sidered themselves a breed apart from 

other Thais. There are many who 

proudly recall the fact that Chiang Mai 
was the capital of one of the first Thai 
kingdoms and remained independent 
from the Bangkok-based Chakri 
monarchy until about 100 years ago. 

. Reminders of the city's past glory are to 

, be seen in the partly crumbling, partly 

_ restored wall surrounding the old city, 

and in the ancient temples to be found 

Within those walls. 

. . The people of Chiang Mai have good 

reason to jealously protect their city's 

character. The city has not been com- 
pletely taken over by the monotonous 
rows of four-storey concrete commer- 
| cial blocks that make many Thai cities 

3 so uniformly ugly. Also, unlike many 
Thai cities, one can actually find inner- 
city neighbourhoods where the obnox- 

ious snarl of unmuffled truck and 
motorcycle motors does not roar con- 
stantly in the background. 

However, for the past several years, 
the khun muang or native man has felt 
besieged. The local dialect is being lost 
as more and more parents — preoccu- 
pied with giving their children a chance 

. an Bangkok — forbid it around the din- 
ner table in favour of Bangkok's central 
Thai. 

__ The flow of tourists from Bangkok to 
Chiang Mai has brought with it growing 

numbers of Bangkok entrepreneurs 
hoping to capitalise on this traffic. 
_ Chiang Mai residents complain that the 
Bangkokians run roughshod over local 
sensitivities in their race to make a baht. 

Vague feelings of resentment have 

. now focused on the plan by a Bangkok 
_ company to build a cable car up Doi 
Suthep. As is common throughout 
= Southeast Asia, many locals believe the 

. Spirits of their ancestors live in moun- 

. tains like Doi Suthep. (The mountain — 
- Which rises majestically on the outskirts 

. of the city — is also home to a royal 
-palace and an ancient temple.) 

. Wat Prathat Doi Suthep was built 
600 years ago by King Kuna to house 


" 






Buddhist relics given to him by the king. 





of Sukhothai to the south. There are 
three other temples on the road up to 
Wat Prathat representing three stages 


of the ddha's life: birth, enlighten- 

ment and@ieath. Wat Prathat itself re- 

presents ġe attainment of Nirvana. 
Duri the 1930s, a local monk — 


Kruba S§iwichai — built a road to the 
temple so that electricity could be intro- 
duced. A statue of the venerable gentle- 
man was duely erected just below the 
Wat. The road, however, also opened 
up. the sacred mountain to foreign 
tourists, 1 million of whom are expected 
to visit Doi Suthep in 1987. 

The Tourism Authority of Thailand 
had recommended the building of a 
cable car as part of a 1981 master plan 
for Chiang Mai. Currently, the two-lane 
road is the only means by which people 
can reach the summit. The city's taxi 
and songthaew (pick-up truck/bus) driv- 


Chiang Mai; Vs Wat Phra Keo: dispute over tourist facilities. 


ers do a lucrative business charging 
Baht 50 (US$2) one way. 

In money terms, these drivers stand 
to lose most from the cable car's con- 
struction: the car would be able to trans- 
port 800 people to the top every hour. 
Opposition to the scheme is wide- 
spread. In May, 30 monks led 700 pro- 
testers in a demonstration against the 
project. 


laims and counter-claims have been 

batted back and forth by the two 
sides — opponents saying the flow of 
tourists does not justify any change to 
the current transport facilities; support- 
ers saying the only alternative would be 
a widened road. 

Opponents say the cable car will do 
serious damage to the area's sensitive 
watershed and cause soil erosion — al- 
ready a problem. Supporters deny these 
claims adding that the cable car will re- 
duce noise and air pollution. 

On a far more emotive note, oppo- 
nents say the cable car will carry the feet 
of passengers over the head of Kruba's 
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statue — a very serious insult in the 
Buddhist culture which regards the feet 
as the spiritually lowest part of the body 
and the head as the most holy. Support- 
ers claim the cable car will actually pass 
1 km away from the statue. 

Tchaisiri Samudaranija, a public-re- 
lations consultant for Tourism Develop- 
ment Co. — proposed builders of the 
cable car — says locals should be proud 
that so many tourists want to visit Doi 
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Suthep. He says Wat Prathat could' be 
another Wat Phra Keo, the Bangkok 
temple visited by millions every ye ~~ 
which houses the nation's holiest re... 
— the Emerald Buddha. 

Opponents say that is just what they 
fear. “A cable car is like Disneyland,” 
said one protester at a recent public 
meeting. "It doesn't belong here. It 
looks absurd." 

The cable-car project has approval in 
principle from the National Forestry 
Department, the National Parks De- 
partment and the semi-official National 
Environment Association. Still pending 
is cabinet approval. An environmental- 
impact study would then have to be con- 
ducted before construction could begin. 

And though many Chiang Mai resi- 
dents display total disinterest in the 
wrangle, Chiang Mai's governor has 
said he would oppose the cable car 
as long as opposition remained as strong 
as it now is. Perhaps the acrid smoke 
from the fires of Phuket can be smell- 
ed coming down from Doi Suthep. 

— Mark Timm 
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The Saab-Scania 
t *"adition points in 
one direction. 


Commitment to the future. 

We began manufacturing vehicles in the 1890's and aircraft in the 1930's. With the result that over a long 
period Saab-Scania has established a solid base of technical experience and engineering skill. In our 
areas of operation Saab-Scania has always been an innovative force. 

This commitment to the future requires determined backing. For the last five years we have invested, on 
average, 13 percent of sales income in research and development, property and plant. Activities which 
have all been funded from within the Group. 

In the field of specialized transport technology the symbol of Saab-Scania is the sign of tradition and 
financial strength. 
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The Saab-Scania Group manufactures automotive and aerospace products: passenger 
Cars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, optics, sensors 
and image processing as well as in the area of energy technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m.). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


percent of sales. 
Leaders in specialized transport technology. 


For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linköping, Sweden. 
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